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Using the ‘Committee’ as a Model for Individual Finance in Pakistan

Executive Summary

In September and October last year, the research team together with NRSP ran an individual-
liability borrowing and saving product among women participating in group lending arrange-
ments in rural Pakistan. The product is inspired by the structure of a ‘committee’ (i.e. a
ROSCA). We have two key results. First, it is viable to offer individual financial products
inspired by the rotating structure of the committee; the implementation worked as planned,
participants understood the product well, and product take-up varied with the terms of the
contracts offered. Second, respondents’ subjective perceptions were very positive and very
supportive — and suggest substantial demand for running the product on a longer timescale.
The daily repayment schedule used in this pilot proved very useful as an initial ‘proof of con-
cept’, and it scaling up to a longer timescale is the logical next step.

The project would not have been possible without the support of Dr Rashid Bajwa and Tahir
Waqar at the National Rural Support Programme, and Dr Naved Hamid at the Centre for Re-
search in Economics and Business at the Lahore School of Eonomics. We received outstanding
assistance in Sargodha from Rachel Cassidy, Sharafat Hussain, Tazeem Khan, Pavel Luengas-
Sierra, Saad Qureshi and Ghulam Rasool.

This project was funded through Improving Institutions for Pro-Poor Growth (iiG), an interna-
tional network of applied research institutes across Africa, Asia, the USA and Europe, working
to generate new insights about institutions’ influence on pro-poor growth through an innova-
tive programme of research, capacity building, and dissemination. iiG research is funded by
the UK Department for International Development (DFID), The William and Flora Hewlett
Foundation and the Open Society Institute. The views expressed in this document are not
necessarily those of the funders.
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1 Introduction

In September and October last year, the research team together with NRSP ran a field exper-

iment in Sargodha, Pakistan. The experiment was designed to test demand for microsaving,

and to do so in a way that allows direct comparison to the demand for microlending. To allow

this direct comparison, we drew on the rotating structure of the ROSCA. ROSCAs are com-

mon everywhere in the developing world, where they seem to have developed independently.

In West Africa they are known as ‘tontines’, in India as ‘chit funds’, and in Pakistan as ‘com-

mittees’. ROSCAs are used by consumers to purchase durables, and by small entrepreneurs to

save for recurrent business expenditures, such as paying suppliers. In some countries, agents

have begun offering ROSCA-like contracts to individuals, but without the need for forming

a group. These agents, known as ‘susu collectors’ in Ghana for instance, operate de facto as

small financial intermediaries, albeit largely outside the formal financial sector.

Our design is simple, and builds on the evolved wisdom of the ROSCA idea: in short, we

replicate the rotating structure of a ROSCA in an individual-liability product. This combines

saving and credit into a single financial service, offered to individuals (rather than groups), and

tests whether microcredit demand is motivated by savings needs.

2 Experimental design

The experimental design is simple. Each week, each participant is offered one of 12 different

types of microfinance contract, where the type of contract offered is determined by the random

draw of cards. These contracts differ by (i) timing of lump sum payment and (ii) interest rate.

Lump sum payments are either made on Day 1, Day 3, Day 4 or Day 6 (where ‘Day 1’ refers to

the day immediately following the day of the offer). On any day that the lump sum is not paid,

the participant is required to pay 200 Pakistani rupees (PKR). The base lump sum payment

is either 900 PKR (that is, a negative interest rate), 1000 PKR (zero nominal interest rate) or

1100 PKR (positive interest).
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For example, the following table illustrates the required payment schedule for ‘contract 3P’

(i.e. a contract with lump sum payment on day 3, with a positive interest rate):

DAY 1 DAY 2 DAY 3 DAY 4 DAY 5 DAY 6

Participant pays 200 200 200 200 200

Bank pays 1100

There are therefore 12 different types of contracts (that is, there are three possible interest rates

and four possible days for lump sum payment). Each participant in the experiment is randomly

offered one of these contracts, and must make a ‘take it or leave it’ decision whether to accept.

We are interested to test (i) whether there is demand for this kind of rotating individual-liability

product, and (ii) if so, how that demand varies with the terms of the contract randomly offered.

3 Implementation

We ran this experiment in September and October 2013 in Sargodha, Punjab. Our sample com-

prised female members of the National Rural Support Programme (NRSP) who are currently,

or have in the past, been clients of some microfinance products being offered by the NRSP.

The pilot was conducted through four offices in Sargodha district. Female members of these

four branches were invited to attend meetings set in locations near their residences. Members

who stayed for the first meeting were randomly offered different microfinance products each

week. Participants were free to accept or reject the product randomly drawn in that round. If

they declined the product that week, participants were still required to participate in the meet-

ing next week, when they were again randomly offered a product. In total, there were three

weekly meetings; those who attended all three weekly meetings (whether choosing to accept

or reject the product for that week) received a show-up fee of 1100 PKR at the end of the trial.

Figure 1 shows the location of implementing branches around Sargodha.1 Table 1 describes

the sample of women who participated in the first meeting (including by making a decision on

1 We thank Sharafat Hussain for preparing this detailed map.
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Figure 1: Implementing branches

an offered contract). The sample ranges in age from 18 to 70, with a median age of 38. 90%

of our participants are married, and only 30% have any education (that is, having completed at

least one year of schooling). By design, our respondents live very close to the meeting place

(a median of four minutes’ walking time away); this is important for ensuring that take-up

decisions are based primarily on the financial costs and benefits of the products offered, rather

than on the time and effort costs of commuting to the place of payment.
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For each respondent characteristic, Table 1 also shows a p-value for a test of the balance of the

randomisation.2 This shows that two of the 17 variables are mismatched at the 90% confidence

level — namely, the number of years as an NRSP client, and a dummy variable for whether

the respondent makes the final decision in the household on spending (either individually or

jointly with her husband or others). We control for these two imbalanced variable as a robust-

ness check to the subsequent analysis; we will find that the controls do not change our results.

We implemented the experiment in 32 microfinance groups. In three of these groups, there

were breaches of the experiment protocol (through no fault of our research team or our imple-

menting partner, NRSP). This is discussed in more detail in Appendix 2. We therefore decided

to drop these three groups from the analysis completely (a decision taken before we began any

of the analysis of the data). This means that we have a total of 29 clusters.3

4 Product demand

4.1 Take-up of the product

We begin by highlighting four important stylised facts on product take-up. Figure 2 shows

average take-up across the 12 different types of contract offered. The figure shows the first two

important stylised facts. First, overall take-up is very high (approximately 65%, on average).

Second, take-up varies with contractual terms (in the sense that respondents are more likely to

take a payment that is larger and that is sooner), but the variation is not large — and certainly

not nearly as stark as the variation predicted by a standard microeconomic mode, in which

respondents would be highly sensitive to interest rate.4

Table 2 shows an important third stylised fact: there appears to be important heterogeneity

2 This is generated by estimating equation 5, treating each covariate in turn as an outcome variable, and running a
joint test that all parameters other than the intercept are zero.

3 This is sometimes seen as being too few clusters for the application of standard clustering methods. We therefore
confirm that our results are robust to the use of Moulton-corrected standard errors (results available on request);
also, note that most of our results of interest are highly significant.

4 We develop this model in an academic paper currently under preparation.
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Figure 2: Average product take-up across types of contract

across individuals. Of the 688 individuals completing all three experiment waves, 306 (44%)

accepted all three contracts offered, and 119 (18%) accepted none of the contracts offered. This

was despite the vast majority of respondents having been offered three different contracts.

Table 2: Individual heterogeneity

ACCEPTANCES UNIQUE CONTRACTS OFFERED TOTAL

3 2 1
0 92 26 1 119 (18%)
1 88 15 0 103 (15%)
2 132 24 4 160 (23%)
3 230 71 5 306 (44%)

542 136 10 688 (100%)

The implication of this is clear, and is a fourth stylised fact: many individuals accepted both

a credit contract and a savings contract, even over the very short duration of the experiment.

Of the 688 respondents completing all waves, 488 were offered both a savings contract and

a credit contract (a savings contract being a contract with p = 4 or p = 6; a credit contract

having p = 1 or p = 3). Of these, 278 accepted at least one a savings contract and at least one

credit contract.

8 Afzal, d’Adda, Fafchamps, Quinn & Said
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Table 3: Acceptance of both credit and savings contracts

accepted a savings contract?
accepted a credit contract? NO YES TOTAL

NO 78 44 122
YES 88 278 366

TOTAL 166 322 488

Together, these stylised facts suggest strongly that saving and borrowing among microfinance

clients are substitutes, satisfying the same underlying demand: for a regular schedule of de-

posits and a lump-sum withdrawal. This is an interesting result — and is encouraging for

further research. If saving and borrowing satisfy the same underlying demand, there may be

substantial scope for new microfinance products developed along the lines of this pilot —

products that combine both a saving and a borrowing component.

4.2 Participant perceptions

At the conclusion of the experiment, we asked participants for their assessment of the prod-

uct, with a view to further refining the research and the product in future. Responses were

generally very positive, and provided useful guidance for extending the work. First, we asked

respondents whether they understood how the product works; 92% agreed that they did. 82%

agreed that the product helped them to commit to saving (a proportion that did not differ be-

tween those who told us at baseline that they have problems in saving). 63% agreed that the

product helped to resist pressure from friends and family to share money. 96% were glad to

have participated in the project, and 87% would recommend this kind of financial product to a

friend.

We then asked respondents whether, if we were to offer the same kind of product with a weekly

payment, they would like to participate in such a product — and how much they would like to

pay each week. 82% would like to participate in such a product. Figure 3 shows the preferred

weekly payment; the median is 300 PKR per week. 83% would recommend this modified

9 Afzal, d’Adda, Fafchamps, Quinn & Said
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product — with a weekly repayment — to a friend.

Figure 3: Preferred payment on a weekly basis

5 Econometric analysis

This section presents our key econometric results. We show tables of regression results in

Appendix 2.

5.1 Product take-up and contract terms

We begin by testing sensitivity of take-up to interest rates, and to the day of lump sum payment.

Define yit as a dummy variable for whether individual i agreed to the offered contract in

experiment wave t ∈ {1, 2, 3}, and define rit ∈ {−0.1, 0.0, 0.1} as the interest rate offered.

Then we estimate the following linear probability model:

yit = β0 + βr · rit + εit. (1)

10 Afzal, d’Adda, Fafchamps, Quinn & Said
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Define rnegit as a dummy for rit = −0.1 and rposit as a dummy for rit = 0.1; then we also

estimate allowing for asymmetric interest rate effects:

yit = β0 + βneg · rnegit + βpos · rposit + εit (2)

where zero interest rate is the omitted category.

Symmetrically, we estimate the following to test sensitivity to the day of lump sum payment.

Define dit ∈ {1, 3, 4, 6} as the day of payment, and d1it and d6it as corresponding dummy

variables (leaving days 3 and 4 as the joint omitted category). Then we estimate:

yit = β0 + βd · dit + εit (3)

yit = β0 + β1 · d1it + β6 · d6it + εit. (4)

Finally, we estimate a saturated specification (leaving as the base category an offer of a zero

interest rate with lump sum payment on either day 3 or day 4):

yit = β0 + βneg · rnegit + βpos · rposit + β1 · d1it + β6 · d6it + γneg,1 · rnegit · d1it

+ γneg,6 · rnegit · d6it + γpos,1 · rposit · d1it + γpos,6 · rposit · d6it + εit. (5)

Table 4 shows the results. We find a significant response to the interest rate (column 1); relative

to a zero interest rate, we have a significant negative effect of a negative interest rate, and a

significant positive effect of a positive interest rate (column 2). Similarly, we find a significant

effect of the day of payment (column 3); a significant positive effect of receiving payment on

day 1, and a significant negative effect of receiving payment on day 6 (column 4). Column 5

shows the saturated specification: the coefficients on day of payment and interest rate barely

change from columns 3 and 4, and the interaction effects are not significant.

However, none of the estimated effects are particularly large. For example, column 2 shows an

average take-up of about 67% for clients with r = 0; this falls only to 54% for clients offered

11 Afzal, d’Adda, Fafchamps, Quinn & Said
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r = −0.1, and rises to 73% for clients offered r = 0.1. Similarly, column 4 shows an average

take-up of 63% for clients with d = 3 or d = 4, which rises to 75% for clients offered d = 1

and falls to 57% for d = 6.

5.2 Product take-up across experiment waves

Next, we test whether respondents react differently to different types of contracts in each of

the three experiment waves. Table 5 first tests the effect of experiment wave on product take-

up (columns (1) and (2)). The table then estimates the ‘saturated’ specification separately for

each experiment wave (columns (4), (5) and (6)), and reports p-values for parameter equality

across waves (column (7)). The results show a large and highly significant general decline in

willingness to adopt (that is, the intercept term is significantly smaller in the third experiment

wave); this is in addition to a significant increase in sensitivity to a positive interest rate, and

to receiving a negative interest rate on the first payment day.

5.3 Product take-up and heterogeneous effects

We now disaggregate by key participant characteristics to test for heterogeneous product de-

mand. We begin with literacy. Table 6 shows that literate respondents were about 10 percent-

age points less likely to take up the product than illiterate respondents, and were significantly

more responsive to the interest rate (in particular, they were substantially more likely to react

positively to a positive interest rate).

Table 7 considers heterogeneity by the distance that the respondent lives from the meeting

place. We bifurcate the sample into those respondents living more than four minutes’ walk

away and those living less (four minutes’ walk being the median distance in the sample). We

find generally similar responses to the contracts offered, with the notable exception of being

offered payment on day 1: respondents living further away were significantly and substantially

more likely to agree to a contract offering payment on day 1.

12 Afzal, d’Adda, Fafchamps, Quinn & Said
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Table 8 disaggregates by occupation — that is, by whether the respondent (or her spouse) re-

ceives income from growing crops for sale, runs a business, or earns income from salaried

work or casual labour. (That is, we compare women meeting any of these categories with

women who meet none. Relatively few women — only 58 — fall into the latter category.)

Responses are generally homogenous between these two groups. (Columns (5) and (6) imply

that women without income are sensitive to negative interest rates only when they are offered

on day 6 — but it seems likely that this result is driven by the small number of women not

earning income in this way.)

Finally, we consider various measures of respondents’ demand for lump-sum payments, and

for their ability to hold cash balances; we test heterogeneity by whether the respondent re-

ported that she would save/invest a hypothetical loan of 1000 rupees (Table 9), whether family

members request money whenever the respondent has it on hand (Table 10), whether the re-

spondent reports difficulty in saving (Table 11) and whether the respondent described a lumpy

purchase with a hypothetical loan of 1000 rupees (Table 12).

There are several significant differences among the first two of these four comparisons. First,

take-up is generally higher among those who described saving or investing a hypothetical loan

than those who did not (see particularly columns 1 and 2 of Table 9). Similarly, those who did

not describe saving or investing such a loan were significantly more responsive to the offer of

a negative interest rate than those who did (columns 3 and 4, Table 9). Similarly, respondents

who did not face family pressure were significantly more responsive to the interest rate (in

particular, the offer of a positive interest rate) than those who do face such pressure (columns

1 and 2, Table 9). We interpret these results as suggestive evidence that some respondents

value the product — whether offered in the credit or the debt domain — as a means to insulate

income in return for a lump-sum payment.

13 Afzal, d’Adda, Fafchamps, Quinn & Said
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6 Conclusions

This summary has highlighted several important results. First, it is viable to offer individ-

ual financial products inspired by the rotating structure of the committee; the implementa-

tion worked as planned, participants understood the product well, and product take-up varied

substantially with the terms of the contracts offerred (as we would expect if participants un-

derstood the product well). Second, respondents’ subjective perceptions were very positive

and very supportive — and suggest substantial demand for running the product on a longer

timescale. The daily repayment schedule used in this pilot was very useful as an initial ‘proof

of concept’.

Our ongoing work with NRSP extends this pilot analysis in several ways. First, we use a longer

timescale: we repeat the same basic structure, but have participants repaying each week, rather

than each day (over a period of six weeks). This is likely to be more realistic in addressing

participants’ saving and borrowing needs. Second, we refine our sample to focus on women

operating microenterprises. The Sargodha sample was very useful for testing the basic idea of

this product, but we anticipate that such a product is likely to be most useful for supporting

microenterprises, so it is sensible to refine the sample in this way. Third, we increase the repay-

ment amounts. We have chosen to increase to a weekly payment of 1000 rupees; admittedly

this is at the larger end of the sums shown in Figure 3, but we feel that this is appropriate given

the shift to a microenterprise sample. As with the move to a longer timescale, we see this as an

important step towards a more realistic product implementation. Finally, it seems likely that

the aggregate results presented here mask substantial further heterogeneity in motivations for

taking this product: it is likely that some women take the product because it eases short-term

credit constraints, whereas others take it to provide a mechanism for saving. This highlights

the potential future value for using small incentivised behavioural games to elicit better mea-

sures of participants’ preferences for time and risk. We hope to pilot such games as part of

current ongoing work with NRSP, and use such games extensively in a larger trial with NRSP

in 2015.
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In sum, this was a very successful experiment. The protocol was followed closely, the ran-

domisation was implemented correctly, and the project ran to schedule. This is a testament

to the outstanding support and research assistance that we received through NRSP’s offices in

Sargodha and in Islamabad. It has been a privilege to work with NRSP on this project, and to

continue working with NRSP on extensions to this research.
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Appendix 1: Regression Results

This appendix reports the results of our regression analysis. These results are discussed in the

main text.
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Appendix 2: Breach of experimental protocol

In three of the 32 groups, our research assistants observed breaches of the experiment protocol.

These kind of breaches are sometimes inevitable in running fieldwork, and are not attributable

to NRSP. However, out of caution, we have excluded these groups from the analysis.

In summary:

1. In one group, one woman (who was not supposed to be present) pressured the others

into a mass walk-out; as a result, only six out of 45 women agreed to participate in the

research.

2. In a second group, one man gathered all the participants and spoke to them before the

ballots at the second meeting. He also told research assistants that participants in the area

are ‘too busy’ for this kind of scheme. When drawing the contracts, it seemed that at

least some of the participants exchanged glances with this gentleman when prompted for

a decision. At this group’s first meeting, 24 of the 27 participants accepted the contract

offer; whereas at the second meeting, 0 of the 16 remaining participants accepted the

contract offer.

3. In a third group, all women declined the offer in the third meeting, because the owner

of the host house was ill and she apparently instructed everyone to decline so that she

would not have to host the daily payment meetings. The week 2 ballot may also have

been affected by these considerations, since she was apparently already ill in week 2.
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