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@1 Motivation

A Developing countries are characterized by large informal

economies with many individuals running

microenterprises.

I The initial microfinance movement promoted specialization:

ARat her than waste our time teaching t
maximum use of their existing skills. Giving the poor access to credit allows
them to i mmediately put into practice

(Yunus, Banker to the Poor 1999)
I Development and MF practitioners, however, have increasingly
realized many of these microentrepreneurs are unproductive and

lack best business practices
I Thus, in addition to credit, many also provide training in
entrepreneurial skills
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"’ Study Hypothesis

A What are the key constraints to entrepreneurship?
I Is it lack of skills or lack of capital?

A To MFI clients:

I How beneficial is business training (BT)? Does it lead to the
creation and management of more profitable enterprises? Does
It lead to lower business failure?

I Does it improve client retention?

I Does current loan size inhibit enterprise growth and profitability?
le, are clients constrained?

A To MF Institutions:
I Does it improve repayment? Client retention? Is it cost-effective?



@’ What do we do?
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A In partnership with Pakistan Poverty Alleviation Fund
(PPAF), we conduct a randomized field experiment with
one of its largest MFI| partner organizations.

A We interviewed 5,723 members from 4 different
geographical regions organized in groups.

A 2x2 design offering:

I Business Training
A Groups divided into two equal sized bins: BT and no BT
A Members of BT groups were offered a 6 day course (36 hours). In total,
1,461 members received the BT.
I Loan Lottery

A Eligible members were allowed to submit loan requests of up to Rs 100K,
(current limit around Rs 15K) for 7 a period of months

A If request is approved, then the borrower enters a lottery: If winner, borrower
gets loan approved. If loser, borrower gets regular loan size based on their
loan cycle

A So clients fall in one of four categories.



ﬁ Timeline
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@’ Data
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A 3 sources of data:
I MIS (administrative) data from NRSP, including client retention,
loan disbursement and repayment.

I Baseline Survey (before BT was offered) and Follow-up Survey.

A FU surveys include a business visit of all businesses
operated by clients. In addition, surveys include a variety
of guestions on the socio-economic characteristics of

clients.

A We present three categories of outcomes:

I Institutional
I Business (existing at baseline)
I Individual






