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ABSTRACT 
Poverty is among the significant issues that pakistan has been facing for the past few years and if this issue will 
remain unattended, the future of pakistan is in danger.  Microfinance is a very powerful tool to alleviate poverty 
and empower women and impoverished populations. In pakistan, there are numerous non-governmental 
organizations (ngos), microfinance institutions (mfis), microfinance banks (mfbs), and other welfare trusts that 
working on poverty alleviation and aspiring to achieve their aims and targets. The state bank of pakistan (sbp), 
pakistan microfinance network (pmn), pakistan poverty alleviation fund (ppaf), and other organizations are also 
striving to attain the united nations’ millennium development goals (mdg) and thereby contribute to the 
economic development of the nation. The present study aims to identify the contribution of the government and 
ngos in eliminating poverty considering the case study of punjab, pakistan. The questionnaire survey was used 
for conducting this analysis where certain statements have been used to measure each variable on the likert 
scale. After the identification of its reliability and validity, the questionnaire was used for the final data 
collection, which has been further used for the analysis. The findings have revealed that the growth rate of 
borrowers and training significantly influences poverty. Furthermore, ngos have been found to have a significant 
moderating role between microbusiness and poverty. 

JEL Classification: N8, L31, I32, I38 
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INTRODUCTION 
Poverty is among the significant issues that Pakistan has been facing since past few years as 24% population in 
country is below the poverty line [1]. This poverty level in the country varies provisionally while the rate of 
poverty in Punjab is significantly lower than in other provinces. The report supported this research as it 
identified the lowering rate of poverty which is lower than that of other provinces [2]. This decrease in the rate 
of poverty in Punjab is a result of poverty alleviation efforts which are made by various social firms and the 
Government of Pakistan. Aslam and Thayer [3] identified a variety of poverty alleviation approaches that have 
recently been adopted in the country and are focused on sustaining a moderate rate of economic growth with an 
emphasis on equity in the distribution and development of human resources. In recent years, the government has 
adopted different short-term as well as long-term programs for the improvement of earning capacity of the 
masses in Punjab. Additionally, Nasar et al. [4] messages. It has allowed the government to actively provide 
assistance to the large population of the country which resides in the province. 

In addition to these recent efforts, the government of Pakistan has been involved in the ongoing struggle for a 
reduction since 2008 as the Benazir Income support program. Similarly to this, another actor identified in the 
process of alleviation of poverty is the microfinance business sector [5] (Hao et al., 2020). In Pakistan, a variety 
of microfinance businesses have been established which include private NGOs approaching these issues with 
diverse strategies. Kustin [6] stated that out of a variety of NGOs and non-profitable organisations, the Al-
Khidmat Foundation holds the central position in the struggle for the reduction of poverty. For instance, the 
Mawakhat (Islamic microfinance) program of this foundation has been declared to have a 94% recovery rate 
which identifies its role in the reduction of poverty. Moreover, the NGO has aided the development of different 
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businesses through the provision of loans [7]. The report highlights that organisation plays a significant role in 
the reduction of poverty. 

However, Mahdzan et al. [8] argued that since 2005 then, the pace of poverty reduction has reduced 
significantly which questions the contribution of the selected NGOs. In light of the slow rate of poverty 
reduction, urgent need for the identification of strategies of the government as well as the NGO which is 
Alkhidmat. The study, therefore, focuses on the assessment of the support provided by the government policies 
as well as this NGO’s approach to the assessment of causes of poverty and their mitigation. Due to this, the 
research has the aim of measuring the contribution of the government and NGOs to eliminate poverty in Punjab, 
Pakistan. For the achievement of this objective, the research focuses on answering the following questions: 

 What is the impact of micro-businesses on the alleviation of poverty? 

 What is the impact of microfinance on the alleviation of poverty? 

 What is the impact of Government of Pakistan and NGO to moderate the relationship between micro-
businesses and poverty alleviation? 

LITERATURE REVIEW 
Pakistan has been considered a significantly poor country and the province of Punjab a province that is also 
affected by this lack of economic stability [9]. The rate of poverty in Punjab is diverse across different 
occupations and genders and leads to different socio-economic problems such as an increase in the rate of 
illiteracy, use of drugs and street crimes. Similarly, Adnan and Fatima [10] in their research stated that the 
highest incidence of poverty was found among households depending on only non-farm occupations. The people 
in Punjab in the non-farming professions are significantly affected due to the low rate of employment in the 
province. 

Poverty is a crucial issue that has impacted a variety of countries around the globe over the last few decades and 
has given rise to different crimes and other issues [11]. For instance, in Ethiopia, the level of poverty is leading 
to a high rate of infant deaths derived from the unequal distribution of food resources. Forkuor and Agyemang 
[12] in their research stated that micro-businesses like NGOs have increased in recent years and have started 
taking an active role in ensuring the provision of needed resources and facilities. In various countries, micro-
businesses have transformed into a source of distribution of increased philanthropic aid. For instance, the micro-
businesses in Asia and Latin America have transformed into the source of reduction of unequal distribution of 
resource and opportunities [13]. 

The rate of poverty in Pakistan is significantly high which has resulted in low literacy, employment and health 
quality specifically in the provinces affected immensely by this poverty. For instance, Sharma and Sharma [14] 
stated that the Punjab government has recently introduced the dearness allowance (DA) component of the 
minimum wage which is over 4%. This has increased the monthly minimum wage of unskilled workers in 
Punjab from Rs. 8,776 to Rs.9, 178 for sixth month period. In addition to this, the federal, as well as provincial 
government, has introduced programs such as Benazir Income support program and the Ehsaas program for 
providing the needed support to people of Punjab who are below the poverty [15] (Javed et al., 2021). These 
efforts of government have provided a source of support to the people such as the development of job 
opportunities. In light of these practices of government, UNDP [16] stated that the level of poverty has 
significantly declined between 2004 and 2015 with Punjab experiencing statistically significant reductions from 
0.254 to 0.152. This decrease identifies the significant role played by the Pakistani government in the alleviation 
of level of poverty in Punjab and significance of the role of such mediating programs in the reduction of poverty 
[17]. 

The people of developing countries such as Pakistan find the need for mobilisation of resources for their equal 
distribution, to gain the ability to develop their source of income [18]. The distribution of resources in an equal 
manner allows the development of opportunities to bring an increment in level of economic diversity. The study 
of Kiran et al. [19] similarly, stated that in Pakistan variety of NGOs have become micro-businesses that are 
foundationally providing needed resources to people. NGOs such as Al-Khidmat and Al-Akhuwat have adapted 
to the role of mediators in the resource distribution processes. 

THEORETICAL FRAMEWORK 

Poverty reduction theory 
Poverty reduction theory is a collection of economic and humanitarian initiatives aimed at lifting people out of 
poverty that is called "poverty alleviation. “Measures like Henry George's Progress and Poverty are those that 
increase, or are meant to increase, methods of allowing the poor to produce money for themselves as a means of 
eradicating poverty. Economic measures such as the land value tax, advocated by many Georgist economists in 
contemporary times, would provide everyone more access to the underlying world. In both emerging and 
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wealthy nations, there is a problem with poverty. Even though poverty is more prevalent in developing 
countries, both nations are taking steps to alleviate it [20]. 

A quarter of the population in both Antwerp as well as Lyon, two of Europe's greatest cities, was unable to pay 
taxes by 1600, making them a target for humanitarian aid in times of need [21]. 

Economic development has a significant impact on reducing poverty. Before the advent of modern agricultural 
technologies, food shortages were prevalent, and they are still common today in countries that lack them. As a 
result of the Industrial Revolution, widespread poverty was eliminated in the so-called developed world. During 
the 20th century, global GDP per capita quadrupled. More over 75% of the world's population lived on less than 
$1 a day in 1820, compared to only 20% in 2001 [22]. 

Economic freedom is now a constraint on the growth of the global economy. Property rights for the poor, 
particularly land, must be extended as part of economic liberalisation. Mobile banking, for example, may make 
financial services, particularly savings, more accessible to the poor. Institutional inefficiencies and political 
instability may also deter investment. Physical and human capital are bolstered by aid and government 
assistance in health, education, as well as infrastructure [23]. 

Efforts to alleviate poverty must also focus on improving the lives of those currently in poverty. The Green 
Revolution and also the elimination of smallpox are two examples of how aid, especially in the medical as well 
as scientific fields, is crucial in improving people's lives. Today's development assistance is plagued by a large 
percentage of linked aid [24], which requires recipients to purchase items that are frequently costlier yet 
originate in the donor country. There are others who feel that even tiny adjustments in the way individuals in 
wealthy countries conduct their lives might help alleviate global poverty (Peter Singer, for example, in his book 
The Life You Can Save). 

CONCEPTUAL FRAMEWORK 
The conceptual framework of the present study (see Fig. 1) has independent variable microbusinesses including 
leadership quality, training, innovation, growth rate of borrowers and dependent variables including education 
quality and family business with mediator Microfinance institution and moderator government sector and 
NGOs. 

 
Figure 1 Conceptual framework 

DATA AND METHODOLOGY 
This study provides an explanation and discussion of methods, techniques and approaches that were used by the 
researcher while conducting this research work. 

RESEARCH DESIGN 
The research design is the strategy that integrates a variety of elements of research in a comprehensive manner 
[25]. It acts as a template that holds different types of components in a collective way for their application in 
research. Out of three methods of research design, Leavy [26] identified qualitative research design to be a 
design that has a significant absence of quantifiable variables due to lack of use of statistical data. The method 
significantly lacks the element of objectivity that is present in the quantitative research design. For inclusion of 
this component, the quantitative research design is implemented in this research. Additionally, similar research 
conducted by Bloomfield and Fisher [27] allowed researchers to gather statistical evidence regarding the 
research and generalise it over similar institutes due to the nature of objectivity of the design. For the 
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development of similar results, the researcher adopted method of survey as the means of data collection in this 
study. 

RESEARCH APPROACH 
The research approach refers to variety of plans and procedures including steps from broad assumptions to 
elaborative details of methods of data collection, analysis, and interpretations [28]. From three approaches 
available for utilisation, the research included the deductive approach. Azungah [29] identified that this allows 
the top-down approach where the researcher adopts an existing theory for establishment of a hypothesis and 
then test the hypothesis through statistical analysis for acceptance or rejection of the theory. The deductive 
approach assisted the researcher in assessment of the theory by evaluation of hypothesises [30]. 

Sampling Size and Technique 
The adoption of appropriate sampling technique and sample size is crucial for the effective interpretation of data 
[31]. There are different types of sampling techniques in both the categories of probabilistic and non-
probabilistic sampling methods. Out of these, the researcher adopted simple random sampling which lies under 
the boundary of probability sampling. Etikan and Bala [32] stated that it has the ability to create equal 
probabilities of selection for individuals. This aspect of research allows the reduction of biasedness in the 
process of selecting a sample for the study. Furthermore, this also adds the aspect of simplicity in the research 
which is another reason for its adoption in this study. 

Data Analysis 
For this research, the researchers have adopted the analysis method of multivariate analysis through the use of 
Structure Equation modelling (SEM). This method according to Cepeda-Carrion et al. [33], is one that holds 
most prominence in terms of examination of effects of latent variables in form of regression model. The analysis 
is beneficial for the complex structure of the relation which exists between these variables [34. The conceptual 
framework of this study also holds a level of complexity existing between various variables, constructs, and 
indicators. As a result of this, the use of PLS-SEM was considered a significantly appropriate approach of 
analysis for this study. The simplicity of an analysis process is also another factor that aids the development of 
accurate results [35]. The method of PLS-SEM is considerably less laborious than other methods such as CB-
SEM. Due to the less restrictive assumptions, the research considered it a significant method of PLS-SEM. 

RESULT AND DISCUSSION 
This is essential for this research work as the analysis of the generated results from the gathered data are 
described. SMART PLS has been used to conduct the results that are elaborated below: 

Pilot Testing 
Pilot testing is carried out to conduct the preliminary testing on the validity and reliability of the instrument 
being used. The initial 60 responses were used for conducting the pilot testing of the variables. It is obtained that 
Cronbach’s alpha value of greater than 0.7 is regarded as reliable. As shown in the Table 1 the Cronbach’s 
Alpha value for each of the variable is above 0.7 which shows the reliability of the constructs being used in the 
study and hence is considered to conduct the questionnaire survey based on the similar instrument. 

Table 1 Cronbach's Alpha 
Variables Cronbach's Alpha 

Family Business 0.787 
Training 0.701 

Innovation 0.91 
Growth Rate of Borrowers 0.915 

Entrepreneurial Quality 0.809 
Leadership Quality 0.824 

Microfinance Institution 0.962 
Government Sector 0.943 

NGOs 0.915 
Poverty 0.912 

Table 2 shows the KMO-Bartlett’s test for checking the validity of the factors being used. KMO measures the 
sample adequacy that is taken into the consideration and the Bartlett’s test is used for attaining factor analysis 
outcomes that are suitable. KMO reflects the variance proportion of each of the variables that are caused by 
using new factors in the analysis. It has been found that KMO has to be above 0.6 for reflecting the sample 
adequacy and the Bartlett’s value has to be greater than 0.3 for identifying its significance. As obtained from the 
table below that the value of the KMO is 0.70 which is greater than 0.6 and hence this shows the sample 
adequacy. The Bartlett’s test has also indicated the significant value of 0.00 and hence this also shows the 
significance and validity of the data. 
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Table 2 KMO-Bartlett’s Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.701 

Bartlett's Test of Sphericity Approx. Chi-
Square 

2310.476 

df 666 
Sig. 0.000 

 

Descriptive Statistics 
Table 3 of descriptive indicates that the mean or average value of family business is 3.48 and its decrease or 
deviate to the value 0.908. The mean or average value of training is 3.52 and it cane deviate or decrease to 0.82. 
The average value of innovation is 3.56 and it deviate to 0.87. The mean or average value for growth of 
borrowers is 3.68 and it can decrease to the value of 0.77. The average value of leadership quality is 3.95 and it 
can decrease to the value of 0.66. The mean or average value of education quality is 3.71 and it can deviate to 
the value of 0.71. The mean or average value for microfinance institution is 3.83 and it can deviate to the value 
of 0.71. The average value of government sector is 3.82 and it can decrease or deviate to the value of 0.68. The 
mean and average value for non-profit organisation is 3.7 and it can deviate to 0.69. The average value for 
poverty is 4 and it can deviate to the value of 0.6. 

Table 3 Descriptive Statistic 

 N Minimum Maximum Mean 
Std. 

Deviation 
Family Business 384 1 5 3.484375 0.908516 

Training 384 1 5 3.512153 0.821366 
Innovation 384 1 5 3.565972 0.878615 

Growth Rate of 
Borrowers 384 1 5 3.689236 0.776848 

Leadership Quality 384 1 5 3.959201 0.66476 
Education Quality 384 1 5 3.710069 0.714451 

Microfinance institution 384 1 5 3.839 0.7102 
Government Sector 384 1 5 3.8281 0.68513 

NGO 384 1 5 3.7057 0.69076 
Poverty 384 1 5 4.003038 0.6014 

Correlation Analysis 
The present study's correlation analysis is shown in Table 4. According to this study, there is a strong correlation 
between factors, and the poverty was positively impacted greater by NGOs. 

Table 4 Correlation Analysis 
1.1 N= 384 1.2 Poverty 1.3 P-Value 

NGO 0.354 0.005 
Government Sector 0.378 0.001 
Leadership Quality 0.348 0.003 

Microfinance Institution 0.355 0.002 
Training 0.382 0.004 

Innovations 0.313 0.003 
Growth Rate Borrowers 0.382 0.005 
*, **, and *** Correlation is significant at the 0.05 level, 0.005, 

and 0.000 respectively. 

Regression 
The regression analysis is shown in Table 5. Explanation of how the independent variable affected a dependent 
variable was provided through regression. The poverty is the dependent variable in our study, with NGO” s 
acting as the independent variable. Government sector, microfinance institution, leadership quality, training, 
innovations and growth rate borrowers are also included in the independent variable. The independent variable 
has a 55% total influence, as anticipated in the model below. 

Table 5 Model Summary 
Model R R Square Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .698 .567 .556 .037932 
a. Predictors: (Constant), NGO 
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b. Dependent Variable: Poverty 

For example, as shown in Table 6, NGOs have a 51 percent effect on the dependent variable, whereas 
Government Sector has a 48 percent influence, leadership quality has a 65 percent influence, microfinance 
institution has a 54 percent influence, training has a 48 percent influence, innovation has a 67 percent influence 
and growth rate borrowers has a 52 percent impact. 

Table 6 Coefficients 
Model Unstandardized 

Coefficients 
Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 
1 NGO .0516 .045 0.547 .3.783 .0.004  

Government Sector .485 .033 0.439 2.675 .003 
Leadership Quality .652 .058 0.716 1.416 .001 

Microfinance 
Institution 

.544 .034 0.458 3.619 .002 

Training .481 .033 .432 2.789 .003 
 Innovations .679 .058 0.776 1.382 .001 
 Growth Rate 

Borrowers 
.528 .035 0.438 3.581 .003 

a. Dependent Variable: Poverty 

DISCUSSIONS 
NGO’s have been playing a significant role in alleviating poverty across the world. Pakistan is no exception to 
this statement, with many NGOs working tirelessly to eliminate child and adult poverty. One particular NGO 
that has made a large impact on poverty reduction in Punjab is Action aid Pakistan (AP) [36]. 

In 2013, AP released its report “Eliminating Child Poverty: A Path Forward” which outlined specific actions 
that the government and NGOs could take together to help eradicate child poverty by 2020. The report 
recommended increased access to basic education and health care for children living in poverty, the promotion 
of employment opportunities, and the provision of social safety nets such as housing, food assistance, and child 
support [37]. 

The government has been receptive to the recommendations in AP’s report, with many ministries working 
together to implement them. For example, the Ministry of Planning has worked closely with the National 
Database and Registration Authority (NADRA) to improve access to basic services for children living in 
poverty. In addition, various departments within the Ministry of Finance have launched initiatives aimed at 
increasing job opportunities for people living in poverty [38]. 

NGOs have also played an important role in implementing AP’s recommendations. For example, Action Aid 
Pakistan has worked with the Local Government Development Program to provide training and technical 
assistance to local government officials in order to improve their ability to address poverty [39]. 

Despite these efforts, much work remains to be done in eradicating child poverty in Punjab. In particular, there 
is a need for more effective strategies and tools for measuring Poverty Reduction Rate (PRR). As long as the 
PRR measure does not accurately reflect the level of poverty reduction taking place in Punjab, NGOs would 
continue struggle to achieve their goals [9]. 

There is no denying the undeniable positive impact that NGOs have had in poverty reduction around the world. 
While there are certainly criticisms to be leveled against them, it can be difficult to argue that they don't make a 
significant difference when it comes to helping those in need. This is particularly true in Pakistan, where many 
of the country's poorest and most vulnerable citizens reside [40]. 

NGOs provide important support for social welfare programs, which help reduce poverty and improve overall 
living conditions for their beneficiaries. They also play an important role by working towards addressing 
specific issues such as hunger, illiteracy, and health care. 

While there is no easy answer when it comes to tackling Pakistan's chronic poverty problem, the involvement of 
NGOs is certainly a valuable asset in the fight against inequality. 

CONCLUSION 
The Government of Punjab, Pakistan and NGOs have worked together to eliminate poverty in the province. This 
cooperation has resulted in an increase in the quality of life for many people living in poverty, including 
educational opportunities and access to health care. The government has also launched programs to help the 
Poorest Families, which provides financial assistance to low-income families. Additionally, NGOs have been 
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instrumental in providing social services such as education and health care to impoverished populations. Their 
efforts demonstrate that while there is still much work remaining before society can claim victory over poverty, 
concerted government-civilian action is bearing fruit. 
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