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Abstract: 

The aim of the study was to investigate borrower’s outreach and market-driven financial products of microfinance 

institutions in Sindh focusing on the Khushhali and Sindh Microfinance Bank. For this purpose, a survey was 

conducted from 270 participants associated with microfinance institutes of Sindh. In this manner, the confirmatory 

factor analysis and path analysis was conducted for the purpose of conducting a comparative analysis between the 

banks. Therefore, the results of the study determined that there is a significant effect of the attitude, behavior 

innovative product, need-driven products and level of access on the Market-Driven Products of Microfinance 

Banks. Besides, it was found that the level of accessibility and adoption of innovative products of Sindh 

Microfinance banks users in the context of market-driven financial products are less than Khushhali bank. 
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1. Introduction 

Although the microfinance institutions have had certain success in terms of overcoming the structural barriers 

which have influenced the provision of financial services to the needy people, it is broadly supposed that there is 

inadequate progress has been made in the lower divisions of the poverty spectrum (Anyanwu, 2020; Chen, Chang 

and Bruton, 2017; Gounaris et al., 2005). In this manner, it is evident that the people who are very poor may be 

excluded from the microfinance institutions activity. In contrast to this, most of those who initially participate are 

more likely to drop out of the microfinance programmes. The major purpose for such failure with respect to the 

microfinance institutions especially in the Pakistani regional rural banks in terms of achieving the retention of the 

customers and greater participation of the very poor segment. In this manner, this segment has been recommended 

to be a lack of market orientation with respect to the companies that supply money. In particular, it is evident that 

the microfinance institutions are fundamentally a product rather than the businesses that consider the customer-

driven approach. On the other hand, there is more poverty in the rural areas of Sindh (Memon, Magsi and Magsi, 

2015). In this manner, people who are the residents of rural areas of Sindh require huge loans in terms of investing 

in their fields and crops. However, the lack of a market-driven approach by the microfinance institutions resists 

these consumers to avail the loan. 

 

In this manner, the existing literature associated to the organisational performance and market orientation is not well 

defined and does not provide the theoretical platform which could comprehend the microfinance institutions of 

Sindh in order to pursue their outreach objectives. It has been argued in the study of Tunn et al. (2019) that the 

attainment of market-driven products helps the companies to gain the attention of the consumers. In this manner, the 

performance of the company is increased as more number of people are attracted to the products presented by 

banks. It has been evident from the literature that the facilitation of market orientation assists towards the attainment 

of organizational goals by acquiring a comprehensive understanding regarding the requirements of the customer 

along with the competitive conditions. The major problem is associated with the availability of loan for the poor and 

needy people in the rural areas of Sindh. In contrast to this, there is still availability of the loans for the people but 

the poor and needy people are not able to avail the loans due to lack of market-driven products. It has also been 

stated in the study of Veesar and Hassan (2020) that the microfinance banks in the region of Sindh do not focus on 

the needs of the consumers which affects the availability of products which is according to the needs of the 

consumers. 
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 1.1. Research Gap 

Although the market-driven approach of the microfinance banks with respect to the demands of poor 

people has been much discussed in the context of regional microfinance institutions, however, the microfinance 

institutions in Sindh have not been emphasized upon. Moreover to this, the comparative analysis has also not been 

carried out on the Khushali bank and Sindh microfinance banks. In addition to this, if the market-driven approach to 

the development and delivery of financial services is to be implemented among these microfinance institutions, 

therefore, the factors which affect the nature and extent of market orientation in the regional microfinance 

institutions in Sindh must be further investigated (Imran, Aziz and Hamid, 2017). Therefore, this study has focused 

on determining the borrower’s outreach on the availability of market-driven products of microfinance banks in 

Sindh which is the comparative analysis of Khushali and Sindh Microfinance banks. 

 

2. Literature Review 

One of the major dimensions for the purpose of determining the way in which market-oriented behaviour 

enacted is the behaviour and attitude of the customers. This attitude and behaviour of the customers are necessary 

while considering the needs and demands of the target market which influence the delivery and development of the 

suitable products for the purpose of encouraging them to borrow from microfinance institutions (Gounaris et al., 

2005). In addition to this, the attitude and behaviour of the poor people specifically in Sindh are among the major 

challenges which the company had to face while emphasising upon the market-driven products. It is due to the 

reason that there is an unequal distribution of income among the people of Sindh which creates the difficulties for 

the microfinance institutions operating in Sindh to determine the different attitude and behaviour of various people 

and present the products which best caters the need of these people with different attitudes and behaviour. In this 

manner, the attitude and behaviour as the factor of borrower’s outreach have been examined on the availability of 

market-driven products of microfinance banks in Sindh. The first hypothesis of the study has been provided below: 

 

H1: Attitude of the Borrower significantly influence the availability of market-driven products of microfinance 

banks in Sindh 

H2: Behaviour of the Borrower significantly influence the availability of market-driven products of microfinance 

banks in Sindh 

 

On the other hand, the level of access is yet another factor which has been determined as the major factor 

of the borrower’s outreach. It is due to the reason that most of the consumers find it difficult to have access to the 

loans provided by microfinance banks. It has been argued in the study of Elamer et al. (2019) that the level of 

access influence the banks to provide market-driven products. On the other hand, the literacy rate of the rural areas 

in Sindh is low as compared to the urban areas of Sindh. In this manner, the loans are not accessed by the poor 

people as they are not well aware of the microfinance loans or procedures by the microfinance institutions. 

Moreover, there is a need to provide access to the loans for the poor people those are unable to avail the services of 

microfinance institutions. In this manner, the effect of the level of access has been tested on the availability of 

market-driven products of microfinance banks in Sindh. Therefore, the second hypothesis of the study has been 

provided below: 

 

H3: Level of Access significantly influence the availability of market-driven products of microfinance banks in 

Sindh 

 

Moreover, innovation helps the banks in terms of attracting consumers with respect to acquiring loans. It is 

due to the reason that the customers are attracted to innovative products. It has been argued in the study of Chen et 

al. (2017) that the innovativeness of the products helps the banks in terms of attracting more number of products. 

However, the innovativeness of the products must be market-driven. The major problem is associated with the issue 

of lack of product innovativeness. This leads the customers towards other banks and loan option for the purpose of 

catering their monetary needs. In contrast to this, there is a minimal possibility that the people in rural areas of 

Sindh will be attracted to innovative products due to the lack of education. They are not aware of the benefits 

provided by the innovative products of banks. It has been argued in the study of Wadho and Chaudhry (2018) that 

the people in Sindh are not aware of the benefits associated with the innovativeness of the products. In this manner, 
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they prefer to use the traditional methods of acquiring loans for their monetary needs. In this manner, the effect of 

innovative products on the availability of market-driven products of microfinance banks in Sindh has been tested in 

this study. Therefore, the third hypothesis of the study is provided as follows: 

 

H4: Innovative product has significant influence over the availability of market-driven products of microfinance 

banks in Sindh. 

 

Furthermore, the products presented by the microfinance institutions must be need-driven which are 

required to be according to the needs of the consumers. It is due to the reason that the products which cater to the 

needs of the consumers are more likely to attract people. It has also been argued in the study of Geng, Yang and Xu 

(2019) that the companies need to present the products which better caters the need of the consumers. On the other 

hand, need-driven products help companies to increase their market share. It is due to the reason that if the products 

best cater to the need of the consumers, they are more likely to make the purchase or avail the product. However, 

the needs of the consumers in rural areas of Sindh is difficult to determine due to the different education level and 

awareness of the loans. In this manner, the need-driven behaviour of the borrower’s outreach has also been tested 

on the availability of market-driven products of microfinance banks in Sindh. Therefore, the fourth hypothesis of 

the study has been provided below: 

 

H5: Need-Driven products significantly influence the availability of market-driven products of microfinance banks 

in Sindh. 

 

2.1. Conceptual Model 

Figure 1 depicts the conceptual model of the study which depicts that the borrower’s outreach is the 

independent variable which consists of several controlled variables including attitude, behaviour, level of access, 

innovative product and need-driven products. Moreover, the dependent variable is the market-driven products of 

microfinance banks in Sindh. However, the model has also a moderator for a comparative analysis between the 

banks. This has led to the formation of another hypothesis as follows: 

 

H6: There is a significant difference between the borrowers’ outreach of Sindh Microfinance Bank and Khushali 

Bank in Sindh 

 

 
Figure 1: Conceptual Model of the Study 

3. Methodology 

3.1. Data Collection and Population 

The researcher has used the survey process in this study for the purpose of gathering the responses. In this 

manner, the managers and employees of the microfinance institutions in Sindh were considered. In this manner, the 

findings of Fugard (2015) has been considered in terms of selecting the adequate sample size of the study. The 

equation for the estimation of sample size is as follows: 
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Based on the above calculation, the adequate sample size for the study is 384 respondents. In this manner, 

the researcher provided the questionnaire to 390 respondents out of which 274 respondents provided the response. 

Therefore, the response rate is computed to be 70.25% 

. 

3.2. Sampling Technique 

The researcher has selected the sampling technique for the purpose of gathering the responses. Therefore, 

non-probability convenience sampling has been used by the researcher in this study. It has been argued in the study 

of Farrokhi (2012) that non-probability convenience sampling is the type of technique which is adopted based on 

the accessibility and convenience factor. 

 

3.3. Research Instrument 

The researcher has used the survey questionnaire for the purpose of gathering the data from the 

respondents. In this manner, the questionnaire was developed on the five points Likert Scale which took 15 to 20 

minutes for each respondent to provide the response. On the other hand, the dummy variable has also been 

considered in this study which is the microfinance banks. This variable is measured with the help of coding i.e. 0 

and 1. Therefore, 1 denotes to Sindh microfinance institutions and 0 denotes to Khushali Banks. 

3.4. Data Analysis Method 

In this study, the Structural Equation Modelling (SEM) has been used as the method to analyse the data. 

The study of Martínez‐López (2013) argued that SEM is the essential and modernised model to access the responses 

of survey. In addition to this, this model also involves the confirmatory factor analysis (CFA) and path analysis for 

the purpose of testing the moderation of variable. 

4. Findings 

4.1 Confirmatory Factor Analysis 

The CFA is an essential dimension of the SEM model which comprehends the structure of the constructs 

for the purpose of examining the latent variables and constructs (Brown, 2012). In addition to this, the CFA also 

assists in terms of determining the validity and reliability of the constructs (Geldhof, 2014). In this manner, it has 

been argued in the study of Wong (2013) that the suggested threshold of outer loadings is 0.7. With respect to Table 

1, it is evident that the factor loadings for all the items are above the threshold of 0.7. Therefore, there is no need to 

remove any item from the study. On the other hand, the threshold of composite reliability and Cronbach’s Alpha is 

0.6 (Ahmad, 2016). Therefore, it can be identified from Table 1 that the lowest value for the Cronbach’s Alpha is 

0.831 which meets the criteria of Cronbach’s Alpha. On the other hand, the lowest value for the composite 

reliability is determined to be 0.899 which is also above the threshold of 0.6. In this manner, it is evident that the 

constructs are reliable and can be assessed further. Moreover, with respect to the AVE, the threshold is considered 

as 0.5 (Afthanorhan, 2013). Therefore, it is evident from Table 1 that the lowest value for AVE is determined to be 

0.749. It posits that the constructs possess convergent validity. 

Table 1: Convergent Validity, Composite Reliability and Cronbach's Alpha 

 

   Factor Cronbach' Composite Average Variance 

 Constructs Indicators Loadings s Alpha Reliability Extracted (AVE) 

 Attitude ATT1 0.805 0.831 0.899 0.749 

  ATT2 0.924    

  ATT3 0.864    

 Behaviour BH1 0.896 0.879 0.925 0.805 

  BH2 0.926    

  BH3 0.869    

 Innovative Product IP1 0.866 0.859 0.911 0.773 

  IP2 0.911    
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  IP3 0.858    

 Level of Access LA1 0.893 0.893 0.933 0.824 

  LA2 0.928    

  LA3 0.902    

 Market-Driven      

 Products of MDP1 0.894 0.889 0.931 0.819 

 Microfinance Banks      

  MDP2 0.936    

  MDP3 0.883    

 Need-Driven Products NDP1 0.905 0.905 0.940 0.840 

  NDP2 0.942    

  NDP3 0.902    

       

 

 

The  below  Table  2  depicts  the  discriminant  validity  among  the  variables  which  is 

 

estimated with respect to the threshold of Heterotrait-Monotrait (HTMT). It has been argued in 

 

the study of Franke (2019) that the threshold of HTMT is 0.9. With respect to the below table, it 

 

is evident that none of the variables exceeds the threshold of 0.9. 
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Table 2: Discriminant Validity 

    

Innovat Level 

Market-Driven 

Microfin    

Beha Products of   

Attitude ive of ance   

viour Microfinance    

Product Access Bank     

Banks        

 Attitude       

 Behaviour 0.674      

 Innovative Product 0.666 0.555     

 Level of Access 0.620 0.759 0.578    

 Market-Driven       

 Products of 0.428 0.595 0.184 0.494   

 Microfinance Banks       

 Microfinance Bank 0.096 0.054 0.080 0.022 0.043  

 Need-Driven Products 0.314 0.534 0.171 0.417 0.563 0.059 

        

 

4.2 Path Analysis 

Since the study has focused on the moderation effect, therefore the path analysis has been  

Conducted for the purpose of determining the effect among the variables. In this manner, it is evident from the 

below Table 3 that there is a significant effect of the attitude, behavior innovative product, need-driven products 

and level of access on the Market-Driven Products of Microfinance Banks. On the other hand, it can also be 

determined from the below Table 3 that there is significant moderation of microfinance banks on the association 

of innovative products an  level of access  with the Market-Driven products of Microfinance Banks 

However, borrowers’ outreach respect to the Sindh microfinance banks is lower than Khushali Bank due to the 

beta obtained as -0.130 and -0.182. Specifically, it was found that the level of accessibility and adoption of 

innovative products of Sindh Microfinance banks users in the context of market- driven financial products are 

less than Khushhali bank. 

 

Table 3 Path Coefficients 
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5. Conclusion and Recommendations 

 

The study focused on determining the borrower’s outreach on the availability of market- driven products of 

microfinance banks in Sindh specifically in case of Khushali and Sindh Microfinance banks. The structural equation 

model has been adopted for the purpose of assessing the results from data which has been gathered from the 

managers and employees of the micro- finance institutions in Sindh. The path analysis determined that there is a 

significant influence of the attitude, behaviour innovative product, need-driven products and level of access on the 

Market-Driven  Product of Microfinance Banks. In addition to this, themoderation of microfinance banks was 

determined among the association of innovative products and the level of access with the Market-Driven Products 

of Microfinance Banks. 
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