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A unique business model for microfinance
institution: the case of Assadaqaat Community
Finance (ACF)

Huda Mohammad Hagawe'*, Asma Mobarek?, Akmal Hanuk® and Ahmad Jamal*

Abstract: While access to finance is a key link between economic opportunity and
economic outcome, it remains a major barrier for aspiring entrepreneurs. The
current research aims to conduct an in-depth case study of Assadagaat Community
Finance (ACF), a unique UK-based community finance institution with the objectives
of addressing the global challenges of financial exclusion and social and economic
inequalities through entrepreneurship and self-employment. ACF offers free pro-
fessional training using an innovative and ground-breaking financial model based
on Islamic financial principles via the ACF Cycle of Shared Prosperity framework.
Semi-structured interviews were conducted with 20 participants including benefi-
ciaries, benefactors and founders to explore the impact of ACF training, advice and
mentoring and access to interest-free and debt-free finance in helping participants
overcome the challenges and develop feasible business plans for their micro, small
and medium enterprises. The results suggest that the beneficiaries are happy and
become financially independent within 3-6 months, resulting in the transformation
of beneficiaries into benefactors as they are able to contribute back to ACF. We
highlight the transformational nature of this unique institutional business model
and its applicability for existing Islamic MFIs, allowing them to make a clear con-
tribution to development of sustainable communities. We also argue that the ACF
financial model offers a sustainable solution to overcome global challenges and
contribute towards achieving the Sustainable Development Goals.

Subjects: Business, Management and Accounting; Corporate Governance; Business Ethics

Keywords: financial inclusion; social & economic inequalities; interest-free finance; micro;
small & medium enterprises; entrepreneurship; Islamic finance

1. Introduction and motivation

Microfinance institutions (MFIs) and non-profit organisations grant loans to allow the recipients to
realise entrepreneurial ventures and climb out of poverty. The awarding of the Nobel Peace Prize to
Yunus Muhammad in 2006 gave a worldwide stamp of approval to microcredit strategies and how
they can be used to combat global poverty (Armenddriz & Morduch, 2010). However, the world of
microfinance has been unable to ensure transparency in its operations despite significant criticism
(Rhyne & Otero, 2007), and there has been debate on the effectiveness of such operations and
their impact on the impoverished. There has also been a significant increase in transparency
requests due to an increasingly discerning charity sector, and there remain concerns about MFIs’
mission drift, ethical risks and sustainability, whereby the best-fitting model remains unclear.

© 2023 The Author(s). This open access article is distributed under a Creative Commons
Attribution (CC-BY) 4.0 license.
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There is also an ethical crisis in microfinance (Hudon & Sandberg, 2013) concerning profit-making
mechanisms, and the fight against poverty requires a selfless outlook (Marshall and Keough, 2004).
While subsidies and donations can be used as resources to help microfinance organisations
succeed, and may initially appear helpful, they may actually hinder the effectiveness, efficiency,
and viability of MFIs in the long run.

While numerous studies have established a relationship between religiousness and world devel-
opment (e.g., Marshall and Keough, 2004; Haar and Ellis, 2006), there is still lack of research
explaining how and in what sense an innovative Islamic business model can transform commu-
nities using the Islamic financial principles specially the instrument of Assadaqaat. This is a unique
instrument which has never been used for entrepreneurship development and financial empower-
ment. This is despite the fact past literature (e.g., Weber (2002) have argued for an association
between religion and economics. For example, Haar and Ellis (2006) stated that religious beliefs
give ethical guidance and assist people in developing their lives. Others provide evidence for MFIs
as providers of training efforts, thereby identifying the differences between Christian and secular
MFIs in various dimensions of organisational performance (Okuda and Aiba, 2016).

However, the effect of religious actors on modern microfinance has not been rigorously addressed.
For example, Bussau and Mask (2003) outlined the theological reasons why Christian actors should
care about microfinance and entrepreneurship, while Harper et al. (2008) described MFIs from three
religions (Islam, Christianity, and Hinduism). Rulindo and Pramanik’s (2013) study of 400 Muslim
microentrepreneurs showed that the majority of whom received Islamic microfinance, found that
spiritual and religious enhancement programmes benefitted them. Similarly, Ahmad (2020) surveyed
543 conventional and 101 Islamic MFIs operating in Islamic and non-Islamic countries to compare
the social performance and financial sustainability of conventional and Islamic MFIs. The study
showed that Islamic MFIs outperform conventional MFIs in terms of outreach but not financial
performance, suggesting that sustainability, interest costs and MFI mission drift concerns remain
(Mersland & Strgm, 2010; Hartarska & Mersland, 2012; Ahmad, 2020).

We aim to contribute to this field by identifying and discussing the relevance of a unique business
sustainable model for MFI based on Islamic Finance principles that is particularly applicable in the
post-Covid-19 era in the sense of creating value not only for the followers of a particular faith group
but across all segments of the society. To this end, we conducted interviews to delineate the unique
business model of Assadagaat Community Finance (ACF), a UK-based MFI that grounds in Islamic
values. Our findings reveal that those who benefit from ACF are not only happy but become
financially independent within 3-6 months, at which point they can contribute back to ACF as
benefactors. We report that ACF is an inclusive organisation that offers financing to people regard-
less of their faith, with philanthropy lying at the core of its mission. As per our findings, ACF
particularly focuses on financially empowering people from underserved communities, and the
organisation attempts to understand the challenges and barriers that communities face via colla-
borative and community-focused programmes. This finding is in line with the notion that religion and
MFIs are closely related elements with a substantial influence on society (Hoda & Gupta, 2016).

We also discover that ACF’s financial strategy is based on financial support for communities, and
it has demonstrated social and economic success. The ACF Entrepreneurship Programme trains
and mentors future entrepreneurs while also providing interest-free finance to help micro, small,
and medium-sized firms get started. We find that the ACF Women Empowerment Programme
enables young women to realise their full potential and put their business ideas into action.

Guided by stakeholder theory, we discover the intersection of religion, gender, and culture
having a substantial impact on economic development, and women benefit greatly from the
financial and non-financial resources made available via the ACF Training Programme, which
includes moral support. Finally, we discover that ACF offers a secure platform for donations of
any magnitude from individuals, philanthropists, public/private/corporate bodies, trusts or
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foundations. These donations enable ACF to empower individuals without undermining their self-
esteem, thereby gradually transforming today’s beneficiaries into tomorrow’s benefactors.

The rest of this paper is organised as follows. The second section presents a detailed review of
prior studies and poses the research question. The third section describes the sample and research
methods. The findings and analysis are presented and discussed in the fourth section. Finally, the
fifth section presents the concluding remarks.

2. Literature review

2.1. Theoretical and empirical studies

Stakeholder theory asserts that organisations can gain and retain the support of their component
groups or stakeholders by addressing and balancing their respective interests (Reynolds et al.
2006). Freeman (1984) suggested that for efficient administration, organisations must meet the
needs of different stakeholders. Later theorists distinguished between “internal stakeholders” and
“external stakeholders” (Jones, 1995), referring to the firm’s board members, managers, and
workers on the one hand, and its customers, suppliers, government, regulatory agencies, rating
agencies, and the community on the other hand. Each of these parties has unique expectations of
the MFI, and they can also serve as control mechanisms. For instance, the government organisa-
tions that oversee and monitor an MFI represent an external governance system, while its board
functions are an internal control mechanism (Hartarska 2005). The conflicting aims of MFIs,
namely to retain sustainability and expand their reach, indicate that stakeholders have different
priorities in defending their interests. Research on organisational behaviour (Middleton, 1987;
Cornforth, 2005) has evaluated the role, involvement, and results of stakeholders in organisational
decision-making processes. According to Hartarska (2005, p. 4), funders may choose outreach over
sustainability, whereas private investors favour sustainability over outreach.

It is widely recognised that MFIs have a unique significance in emerging economies, although their
success varies by nation, culture, and environment. Sinha and Ghosh (2021) documented the organi-
sational sustainability perspective of MFIs based on the experiences and perceptions of MFI managers
in a developing market. By examining a holistic and organisation-centric approach and relying on
stakeholder theory, Sinha made an important contribution by analysing the impact on women
borrowers in terms of their financial sustainability and empowerment. This is relevant to this research
because it provides a framework for describing the environmental elements that influence the aims of
credit unions in delivering microfinance services. Since credit unions and financial cooperatives are
membership-based, and hence co-ownership based, their internal stakeholders often implement
stringent control procedures to guarantee that the efficiency and outreach objectives are met. Ben-
Ner and Van Hoomissen (1991) also contended that stakeholder theory is useful for explaining
organisational behaviour regarding the control of production and service delivery by demand-side
stakeholders interested in services for themselves as consumers, as well as for the benefit of others
such as donors. This concept is reflected in credit unions and financial cooperatives because members
co-own and co-produce services while realising both economic and social advantages.

Many MFIs provide social services, such as management training and coaching (Boye et al.
2011), and achieving a positive social impact is essentially their main mission. However, there
has been debate regarding the different religiosities of MFIs, such as whether conventional and
Islamic MFIs perform differently, an issue investigated by Rahman (2010), who asserted that
Islamic finance plays an important role in promoting socioeconomic development, especially of
the poor and small businesses, without charging interest. According to Rahman (2010), Islamic
finance offers a wide variety of ethical schemes and instruments suitable for microfinance, such as
gardhul hasan (interest-free financing), murabahah (cost-plus financing), and ijarah (leasing)
schemes, which are relatively easy to manage and provide capital, equipment, and leased equip-
ment. Within the same framework, Rulindo and Pramanik (2013) surveyed 400 Muslim microen-
trepreneurs, the majority of whom received Islamic microfinance, and found that spiritual and
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religious enhancement programmes can, in the short run, increase the positive impact of Islamic
microfinance. Moreover, they demonstrated that Islamic microfinance can have a significant
impact on recipients’ income and poverty status, although the impact on poverty alleviation is
less significant if the poverty benchmark is based on international poverty standards.

Hassanain (2015) stated that microfinance services exceed the concept of microcredit by
incorporating charity in finance. Meanwhile, Hoda and Gupta (2015) examined the literature on
faith-based organisations and their role in various aspects of development, particularly poverty
alleviation. These organisations have the potential to add significant value to the microfinance
industry in the form of social capital, community connections, reputation, and cost-efficiency.
However, there are few studies on the detailed performance of faith-based MFIs even though
the three major religions—Christianity, Islam, and Judaism—have doctrines encouraging their
adherents to do good for others, e.g., caring for the sick and poor and assisting those in need.

Past research has examined the impact of religiosity on MFIs’ social role; for example, Ahmad
(2020) surveyed 543 conventional and 101 Islamic MFIs operating in Islamic and non-Islamic
countries to compare their social performance and financial sustainability. The author showed that
Islamic MFIs outperform conventional MFIs in terms of outreach and financial performance, while
conventional MFIs outperform Islamic MFIs in terms of breadth and depth. Tamanni and Besar
(2019), employing a mixed-method approach to analyse 7,200 microfinance data from the
Microfinance Exchange Market and the vision and mission statements from the annual reports
and websites of 25 MFIs, found that despite the increased adoption of financial or banking
performance measures, Islamic microfinance has remained unchanged. The size and age of the
institutions, on the other hand, were found to potentially impact the outcomes: smaller MFIs
maintain genuine objectives in serving the poor, but as they grow larger, they tend to be more
inclined toward sustainability objectives.

An essential social function of MFIs during the pandemic is explored in this article, which
compare three distinct MFIs according on their religious background (Islam, Christianity and
Hinduism). Due to factors such as high credit risk, insufficient staff, and client illiteracy, commercial
banks in rural regions have a hard time delivering financial services; hence, microfinance has
evolved as a solution. It is clear from the Grameen Bank experience in Bangladesh that MFIs play
an essential and successful role in the fight against poverty in emerging countries. However, no
research has yet studied the influence of three distinct faiths on MFIs and their reaction during
crises such as COVID-19. Previous studies have demonstrated the good impact of MFIs on poverty
reduction. In order to better understand the function of MFIs in society, this research examines the
beneficial influence of beliefs and religion.

2.2. Financial sustainability of MFIs

Examining the microfinance sector’s financial capacity to survive on the market, i.e. its financial
sustainability, reveals its success and development (Lensink, 2018). Financial sustainability was
defined by D’espallier (2013) as a firm’s capacity to meet financial goals without external help. In
the sustainability literature, most studies estimate the factors influencing the sustainability of MFIs
(Tehulu, 2013). Emerging research on MFIs’ sustainability in reducing poverty involves lending to
women (Kittilaksanawong & Zhao, 2018), microfinance plus services (Lensink, 2018), governance
(Bibi, 2018), and capital structure (Bayai & Ikhide, 2018), among others.

Macroeconomic stability and financial sector growth are crucial study topics in the literature.
Fung (2009) concluded that the economic decisions and the financial performance of a business
are intertwined because economic and monetary policies influence financial development.
However, few studies specifically integrate macro-level variables with microfinance success to
evaluate economic choices and microfinance sustainability, although various economic variables
may influence the microfinance sector’s financial stability, as outlined below.
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First, Vanroose (2007) analysed the literature offering a substantial correlation between eco-
nomic success and microfinance performance, revealing that gross national income and popula-
tion density positively influence MFI performance (Vanroose, 2008). Meanwhile, the smaller
variance between economic indices and microfinance development was explained by Honohan
(2004), while Ahlin et al. (2011) and Imai et al. (2011) empirically examined the macroeconomic
indicators and institutional factors that impact financial sustainability. Both studies indicated that
economic development has a beneficial effect on the sustainability of MFIs.

According to Nwachukwu (2014), the inflation and interest rates are the primary macroeconomic
variables determining the stability of the economy and the growth of the financial sector.
Indicators relating to the country are external variables that influence the overall performance
of all sectors, including the microfinance industry. Thus, the economic policies of the nation, such
as the interest rate, tax policy, inflation rate, and unemployment rate, affect MFI performance
(Ahlin et al., 2011). For MFIs to be sustainable, their microfinance strategy must consider the
country’s scope. Only three studies in the microfinance literature (Ahlin et al., 2011; Imai et al,,
2011; Awaworyi, 20119) relate economic aspects with microfinance sustainability, revealing
a complex link between economic progress and the financial sustainability of microfinance.

Vanroose (2008) demonstrated that MFIs are successful at decreasing poverty, regardless of the
stability of the economy. Ahlin et al. (2011), on the other hand, suggested that there is a substantial
causal association between GDP growth and MFIs’ financial sustainability. The research has indicated
that inflation and income disparity also impact MFIs: the higher the inflation, the greater the need
for loans for fundamental requirements, such as food, security, health, and education. Consequently,
financial sustainability declines due to poor financial performance.

The preceding discussion has raised the issue of whether there is a relationship between
religiosity and MFIs’ financial success and performance. Hence, this research aims to establish
a new model for business sustainability post-Covid-19 and determine how macroeconomic condi-
tions impact MFIs’ financial sustainability.

2.3. Faith-based organisations

Faith-based organisations is an “umbrella word for religious and religion-based organisations, places
of religious worship or congregations, specialised religious institutions, and registered and unregis-
tered non-profit organisations with religious character or missions” (Woldehanna, 2005, p. 27). These
organisations expressly claim a religious motivation (Kirmani & Zaidi, 2010), and religion is often
represented in their mission statements (Petersen, 2010). Fritz (n. d.) lists the following types of
institutions: “a religious congregation (church, mosque, synagogue, or temple); an organisation,
programme, or project sponsored/hosted by a religious congregation (may be incorporated or not
incorporated); a non-profit organisation founded by a religious congregation or religiously-motivated
incorporators and board members that clearly states in its name, incorporation, or mission statement
that it is a religious organisation.” Several studies have identified the distinguishing qualities of faith-
based organisations. Jeavons (1997) proposed seven dimensions, and Sider and Unruh (2004) enum-
erated them as “organisational self-identity, selection of organisational participants (staff, volunteers,
funders, and clients), sources of resources, goals, products, and services (including ‘spiritual technol-
ogies’), information processing and decision making (e.g., reliance on prayer and religious precepts for
guidance), the development and distribution of organisational power, and the development and
dissemination of organisational knowledge” (p. 111).

Smith and Sosin (2001) researched numerous institutions to explore the existence of faith in
organisations and concluded that it may be found in the forms of “resource dependence, authority,
and organisational culture.” They discovered that the availability of funding, the control of religious
institutions or people, and the effect of religion on organisational design are significant elements
that shape the distinctiveness of faith-based organisations. Meanwhile, Harrison (2008) defines
charitable activities as “generous deeds or gifts to benefit the impoverished, sick, or defenseless”
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(p. 197), while Dunn’s (2000) definition of charity is “the act of donating money, products, or time
to the poor, either personally or by way of a benevolent trust or other deserving cause” (p. 223).
According to the US government, charity is simply “anything provided to a person or individuals in
need.” (US Congress, 1994, p. 53).

From charitable giving to social transformation, Leat (2016) outlined the breadth and diversity of
foundations, as well as their geographic dispersal. With many foundations across the globe,
a comprehensive assessment thereof would be impossible due to the absence of reliable data.
Few nations collect comprehensive statistics on foundations, and the foundations themselves are
often content to remain anonymous for a variety of reasons (Hoda & Gupta 2016).

A non-profit organisation refers to all organisations that function independently and are not
focused on producing a profit for the benefit of a person, board of directors or shareholders (Hoda,
2016). Non-profit organisations are categorised as charitable/community organisations and social
businesses, with the former being the most common (Castellas, 2019). The administration of the
two kinds of institutions differs, although they are often established for the same goals. Charitable
and community organisations are governed by volunteers who pursue a common goal, while social
businesses are administered by shareholders or hired individuals. Non-profit organisations are
founded for a variety of reasons (Matic & Al Faisal, 2012), although most are formed to address
various social problems in the community. The national legal frameworks have an impact on how
businesses function, thus restricting their ability to expand globally since they must adhere to local
laws and regulations.

In the opinion of Casey (2016), non-profit organisations play an important role in a country’s
growth and development because they are often dedicated to improving the standard of living by
contributing to the elimination of major social problems, such as poor health, illiteracy, unfavourable
climatic circumstances, outdated cultural habits, and poverty. In developing nations, the influence of
non-profit organisations is felt acutely because they often rely heavily on foreign assistance.

To differentiate between charitable and non-charitable microfinance services, a new criterion is
required that approximates the criterion of normal profit and can be used in practice. The customers,
employees, and donors of MFIs delivering services in multiple countries need to know the difference
between charitable and non-charitable MFIs. Accordingly, we suggest establishing globally accepted
standards for charitableness in microfinance and an internationally recognised microfinance author-
ity. As transparency in microfinance illustrates, the establishment of such an authority may be done
via a confederation (like CONCORD in Europe) or through a collaborating organisation that is formally
independent of those organisations, like MFI Transparency. Existing microfinance projects, such as
CGAP or Mixmarket, may theoretically also provide criterion suggestions.

2.4. Religion-based classification of MFIs

MFIs have proliferated globally (Hoda & Gupta 2016), with thousands now on the market. In
considering a suitable business model, we explored MFIs by considering whether they are faith-
based or have no religious background. We selected MFIs to examine based on the three most
common global religions (World Population Review 2022), namely Christianity (2.38 billion adher-
ents), Islam (1.91 billion adherents) and Hinduism (1.16 billion adherents).

We review the different business models of some of the MFIs based on their religious back-
grounds using information derived from publicly available information on their websites. (Table 1)
presents the organisations with faith-based business models, although we were only able to obtain
detailed data on ACF using interviewing and in-depth data analysis. Using the information on their
websites, we describe the models of these organisations, specifically Opportunity International
Australia (OIA; Christian background), Spandana Sphoorty Financial Ltd (SSFL; Hindu background),
and Assadaaqat Community Finance (ACF; Islamic background).

Page 6 of 22



Hagawe et al., Cogent Business & Management (2023), 10: 2135202 *f Cogent P b us | Nness & mana geme nt
https://doi.org/10.1080/23311975.2022.2135202

Table 1. Illustrates the business models and religious backgrounds of 10 MFIs

Name Country Business model Religion
1 BRAC Bangladesh Group model Islamic
Grameen America Bangladesh Grameen model Islamic
Inc.
3 End poverty USA Small business Christian
model
4 Five Talents USA Community banking | Christian
model
5 Opportunity Australia Small business Christian
International model
Australia
6 Assadaqaat Cardiff UK NGO model Islamic
Community Finance
7 Spandana Sphoorty | India/Hyderabad Individual model Hindu
Financial Ltd (SSFL)
8 Village India/Jodhpur Small business Hindu
Development model
Project
9 Oxfam UK/Oxford Community banking | Christian
model
10 Chinmaya Mission India/Mumbai Rural development | Hindu
Mumbai model

Source: Author own source

2.5. Christian MFI

3. Opportunity International Australia (OIA)

Every aspect of a family’s existence is affected by poverty, which causes hunger and poor sanita-
tion, a lack of access to education, and an increased risk of preventable disease, reducing the
family’s productivity. People experiencing poverty may obtain modest loans and other financial
services via microfinance, helping them to start or expand their enterprises. OIA provides such
loans to impoverished people in India and Indonesia, for example, to start a vegetable farm or
acquire sewing machines for a tailoring company, allowing the borrower to earn a regular income.

The families repay their loans as their companies grow, enabling OIA’s partners to use the
money to help other families in need of financing. In many cases, small company owners hire
others, creating employment and boosting the local economy. Microfinance thus enables families
to improve their lives, their children’s prospects, and their communities, creating a scalable, long-
term solution to poverty. In addition, OIA provides a wide variety of financial services and products
through its partners, including savings accounts, micro-insurance and micro-pensions.

Overall, the Opportunity International Network, to which OIA belongs, has helped ten million
households living in poverty throughout the world since 1970, through services such as small
company loans and agricultural loans in partnership with visionary backers and microfinance
institutions (programme partners). Families in need benefit directly from the efforts of these
programme partners, who provide loans and other forms of assistance. Support members in
Australia, Canada, Germany, the United Kingdom, and the United States provide funds towards
the work of programme partners, who receive these monies in the form of stock, loans, or grants.
Each programme and support partner is a separate legal organisation, despite their strong ties. No
programme or support partner operates as an agent for anything else, and no programme or
support partner has the power to legally bind anybody else.
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To assist recipients in building their enterprises and making the most of their modest loans, training
is often offered as part of loan discussions. Individuals and communities can benefit from additional
educational programmes that concentrate on other aspects of daily living. Such financial education
teaches individuals how to earn, spend, budget, and borrow money effectively. Financial literacy is an
important part of raising responsible consumers, and OIA seeks to make it easier for families to learn
about the many options accessible to them, such as via multimedia materials. Digital inclusion
through smartphones also helps families conveniently access financial and information services.
There are also several types of training, including fundamental themes like marketing and more
specialised skills such as manufacturing soap or embroidering. For example, Indonesian participants
were shown how to manufacture handicrafts from banana stems. Such life training empowers
families in areas such as self-esteem, communication, health and leadership.

The COVID-19 outbreak and related mitigating efforts severely hampered the Indian microfinance
sector (R.W. Scott, 2005), and OIA’s operations were no exception. The Indian government (Impacted
Report, 2020) imposed a lockdown on 23 March 2020, restricting the company’s operations to
essential services and forcing many small firms to close in the first half of 2020. Income plunged
owing to mobility constraints, supply chain problems, and a complete stoppage of all transportation
services. The harsh lockdown slowed India’s economy by 23% in the second quarter of 2020. Some of
OIA’s partners had to lay off employees. Dia Vikas Capital, Opportunity’s Indian affiliate, worked
diligently with the finance minister, the Prime Minister’s Office, and MFI lenders to achieve repayment
moratoriums for over 90% of lenders from March to June. Despite high case numbers, India progres-
sively began to reopen its economy beyond Containment Zones in June 2020, and OIA’s programme
partners eventually resumed operations, with payback rates ranging from 34% to 90%, which was
due to the fact that rural economies were less affected by COVID-19 than urban ones.

The Reserve Bank of India first mandated a three-month moratorium for debtors, eventually
extending until 31 August 2020. However, few financial institutions financing MFIs extended the
same moratoriums, causing liquidity issues when operations ceased, and borrowers’ repayments
stagnated. Only two of OIA’s programme partners have defaulted on loan repayments, while other
partners offered customers INR10,000-20,000 (A$187-374) top-up loans to help their small
enterprises recover.

3.1. Hindu MFI

4. Spandana Sphoorty Financial Ltd (SSFL)

Spandana Sphoorty Financial Limited (SSFL) is a public limited company registered as an NBFC-MFI
with the Reserve Bank of India. Established in 1998, the firm became the largest MFI in India and the
sixth largest MFI worldwide by 2003. At its peak, SSFL had 1,856 branches with a presence in 10 states
and over 13,500 employees. It offers four services, as detailed below. To uphold its primary concept of
transparency, all terms and conditions of the loans are disclosed to the clientele, there are no hidden
fees under the guise of value-added services, and all statutory criteria are met.

The first offering is JLG loans, which are unique loans tailored specifically for low-income families
who want to improve their financial standing. This main purpose is to enable women to establish and
grow income-generating businesses, stabilise family cash flows, and purchase productive assets.
A hassle-free monthly payback option means that consumers can save from their daily cash flows
without experiencing repayment anxiety. The loan amount is up to $80,000 for 1 to 2 years. This
product has an interest rate of 20.97%, along with a 1% upfront processing charge exclusive of GST.

The second service is loan against property (LAP). In order to expand and reach new heights,
customers may at times need immediate cash for meeting personal needs or expanding their
company, and their home or property might be their largest financial asset. Designed for non-BP
L (Below Poverty Line) consumers in the states of Andhra Pradesh, Telangana, Karnataka, and
Tamil Nadu, this one-of-a-kind loan has an easy monthly payback structure. The purpose is to help
customers with company development, working cash needs, or asset acquisition. The maximum
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loan amount is two billion rupees, with terms ranging from 1 to 8 years. This product’s interest rate
ranges from 18 to 26%, plus a processing charge of up to 2% exclusive of GST.

Thirdly, they provide personal loans, which are granted only for firm development, satisfying
working cash needs, and expanding the business, such as the acquisition of animals for dairy
farming, inventory/materials for commercial purposes, completion of a house/renovation currently
under construction, and the repayment of costly debts. By granting this credit, women can
increase their present income-generating activities, improving the family cash flow and allowing
them to purchase productive assets. Uncomplicated monthly payments make it simple for the
clients to repay the loan without difficulty, and the loan amount is up to $2,000,000, and the term
is 1 to 3 years. This product’s interest rate ranges from 24 to 26%, plus a processing charge of up
to 2% exclusive of GST.

Fourthly, they provide interim loans to help borrowers who are having trouble meeting their
short-term liquidity needs. Existing borrowers who have not defaulted in the past can obtain these
loans to support their working capital requirements, company development, children’s school
expenses, healthcare, or any other emergency needs. Individuals are given this loan with
a collective guarantee, and the interim loan programme is of considerable assistance to borrowers
under difficult circumstances The maximum loan amount is $20,000, and the loan term is between
1 and 2 years. The frequency of payments is monthly, and this product has an interest rate of
20.97% along with a 1% upfront processing charge exclusive of GST.

SSFL during Covid-19 and the change of management disturbed FY22. Lockdowns have been
declared throughout several states as a result of Covid-19 wave 2. As limitations were relaxed
across states, the rate of distribution returned to pre-Covid levels. No clients received
a moratorium during the restructuring (as permissible per the Covid 2.0 guidelines). SSFL saw
the stress much earlier since microfinance clients require time to regularise their revenue cycles.
Their entire provisions, which number 648 crores, are adequate to handle any risk that could
develop in the historical portfolio.

Presentation for investors on the Company’s audited financial statements for the three months
and the year ending 31 March 2022. At the conclusion of Q4, the Management Transition was
successfully completed. Concentrate on consolidation and satisfying current consumer demand.

4.1. Islamic MFI

5. Assadaqaat Community Finance (ACF)

In view of the massive global challenges of poverty alleviation, social and economic inequalities,
and economic empowerment, the value proposition of the instrument of the Islamic faith-based
organisation Assadagaat Community Finance (ACF), as well as its effectivity, social impact and
sustainability, are enhanced by combining government support with ACF’s unique model. The term
Assadaqaat refers to a voluntary contribution made by competent Muslims for the benefit of fellow
Muslims in need (Salih, 1999). ACF has been operational in the UK for 5 years and offers financial
services to clients irrespective of their religious background.

Economic opportunity and economic success are linked in ACF’s financial services for community
development. The value proposition is straightforward: “Philanthropy creates philanthropists” (ACF, n.
d.) according to Islamic principles of benevolence (Assadagaat) and the common good (Maruf). This
model’s trademark is providing quantifiable social and economic benefits while also offering financial
support. Financial and social marginalisation, inequality, and poverty may all be addressed via ACF’s
non-banking financial services. Thus, individuals, families, and organisations are nurtured and empow-
ered to generate economic prospects for robust and inclusive growth via the provision of “interest-
free” financing, professional help, and strategically targeted equity investments.
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The literature review showed that Islamic MFIs represent one of the most sustainable models for
MFIs because interest rates are prohibited in Islam: “Allah destroys interest and gives increase for
charities”, as evidenced by Al-Quran 2:276. Interest-free Islamic MFIs instead rely on zakat, waqf,
and sadaqah to bolster the supply side. However, long-term sustainability remains an issue due to
reliance on donor organisations and the adoption of somewhat modified Islamic principles mod-
elled on widespread institutional norms. To prevent the moral hazard or adverse selection issue
(Mersland & Strem, 2012; El-Zoghbi & Tarazi, 2013), most Islamic MFIs do not include other types
of Islamic financing, like mudaraba or qard e hasana. Thus, sustainability issues emerge due to the
charitable and interest-free nature of the loans.

Unlike others, ACF bases on a business model in which borrowers receive training to help them
develop a workable business strategy. To continue the cycle the beneficiaries are encouraged to
return the charity (sadaqat) and assist others by becoming benefactors once they have achieved
success. This can provide public value comprising both social and economic value: The social value
derives from the alleviation of poverty/unemployment and the economic value stems from the
creation of successful entrepreneurs. This is in line with the divine guidelines from the Holy Quran
as well as the ethical perspective (Kaleem & Ahmed, 2010): “Allah hath blighted usury and made
almsgiving fruitful. Allah loveth not the impious and guilty” (Ch 2:276). This justifies interest-free
finance and encourages Sadaqat. The risk of moral hazard and adverse selection can also be
referred to from the divine guidelines and a religious/ethical perspective. Allah says in the Quran:
“And be true to every promise, for verily you will be called to account for every promise which you
have made.” (Ch17:34).

On the Day of judgment, Allah will ask us about every promise that we made to another and
whether we kept that promise. Thus, the guiding principles of Islamic finance are not limited to
interest-free loans but also manifest in terms of the mission and the products and services offered
due to the different political, religious, economic, and regulatory contexts in which they operate to
promote social justice. These principles include the prohibition of interest, the avoidance of
excessive uncertainty and gambling, the importance of mutually agreed upon contracts, and the
encouragement of risk sharing, mutual assistance, and asset- or equity-backed loans rather than
debt-backed transactions without risk-sharing. Islamic MFIs play a role in supplying funds derived
from Zakat (mandatory almsgiving and one of the “five pillars” of Islam), Wagf (movable property
established by an individual owner to be used in perpetuity for charitable or religious purposes,
often mosques, orphanages, or religious schools) and Sadaqat (voluntary charity given without
expectation of reciprocity or recognition).

During covid 19 the struggles that individuals and communities confront. Many people lose their
employment due to the pandemic, and finding a new work is unlikely. ACF is here to show
community that there is a path forward; one that gives confidence and puts back in charge of
community future. ACF Supports community by setting up their own company is difficult, but ACF
promises during and post covid to secure their financial future, inspire people to work for them,
and provide a means for them to support others in the future.

ACF is one of the few organisations that operate based on the Sadaqat principle, offering
a revolutionary business model for when traditional microfinance does not live up to expectations.

5.1. A unique MFI business model for sustainability and performance improvement

Emerging economies have long recognised the vital role of MFIs, but their success is nation-,
culture-, and context-specific, whereby each setting is different and unique. One of the first
research attempts to measure the sustainability of non-profit organisations using the balanced
scorecard (BSC) framework was conducted by Sinha and Ghosh (2021), who focused on gathering
observations and insights on MFIs’ management and organisational sustainability in a developing
market. Sinha and Ghosh (2021) gathered primary data by interacting with the senior manage-
ment of different Indian MFIs, using thematic analysis to determine the many variables affecting
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the sustainability of MFIs. Most research on MFI sustainability similarly examines financial results,
yet a holistic and company-centric approach, using stakeholder theory, provides added value as it
considers a multitude of stakeholders, including shareholders, employees, and customers, all of
whom are essential for the survival of MFIs. For both practitioners and firms, the BSC framework
focuses attention on the many issues contributing to progress, facilitating performance assess-
ment and the evaluation of the effect of making choices on such progress (Ahmad 2020).

Many issues relevant to the financial sustainability of MFIs have been identified by scholars (e.g.,
Conning, 1999; Woller & Schreiner, 2002; Cull et al., 2007; Mersland & Str@m, 2008). Characteristics
of MFIs include the number of active borrowers, i.e. the breadth of outreach (Woller & Schreiner,
2002; Hishigsuren, 2004; Hartarska, 2005; Mersland & Str@m, 2008, 2009); the average loan size,
i.e. the depth of outreach (Woller & Schreiner, 2002; Adongo & Stork, 2006; Cull et al., 2007); the
interest rates on loans (Conning, 1999; Gregoire & Tuya, 2006; Gonzalez, 2007; Mersland & Str@m,
2008); the capital structure (Kyereboah-Coleman, 2007); and the efficiency in employee cost
reduction (Navajas et al., 2000; Woller, 2002; Hartarska, 2005). A company’s financial sustainability
is affected by increases in operating revenue and decreases in operating expenditures. A few
studies concentrated on the financial sustainability component. This paper examines other dimen-
sions of sustainability (MFIs’ geographical location, growth stages, ownership, age, and MFIs
product delivery methodology, mission sustainability, programme sustainability, and human
resource sustainability) with a focus on ACF, whose financial model is built on financial support
for communities and proven social and economic outcomes.

When it comes to addressing the issues of social and economic injustice, financial exclusion,
poverty, and the empowerment of women, ACF is at the forefront of social innovation and
transformation in the field. ACF recognises that each person’s path to economic success and
empowerment is unique, and that individuals need solutions that are specifically designed to
meet their needs. ACF’s collaborative and community-focused programmes aim to better under-
stand the challenges that young, female entrepreneurs face and provide them with the assistance,
resources, and resources they need, as indicated in Figure 1.

5.2. The ACF cycle

ACF is distinguished by a sustainable cycle that benefits people in need. Donations go a long way in
a community of people who feel empowered to sustain themselves, generate employment, and
effect good change. To influence communities, ACF depends on compassion and generosity. The
ACF cycle works with philanthropists, with donors giving to ACF in order to help others achieve.
Individuals and communities benefit by becoming able to realise their entrepreneurial aspirations.
Then, ACF and its beneficiaries work together to launch new businesses by using their talents for
the benefit of the community as a whole. By creating benefactors out of people who have already
received help, the financial resources will expand in tandem with the success of these companies.
Finally, by exploiting the benefits of generous exchange, ACF uses a more effective strategy for
eradicating poverty. It reduces economic and social inequity while also meeting long-term global
development objectives, as illustrated in Figure 1. Our study explores this unique business model of
an Islamic MFIS in a developed country.

5.3. Sample and research methodology

The case study method provides an in-depth assessment of ACF by exploring its unique business
models and how this non-profit organisation is able to ensure financial sustainability. The origin-
ality of our work manifests in the description of a unique business model of an MFI and an
examination of whether its religiosity impacts its activity and performance. The study participants
were beneficiaries, benefactors, and founders of ACF, whereby 20 adults (+18 years, male and
female) were interviewed on the Zoom platform. Informants were selected using a criteria sam-
pling technique. We received permission from each participant to record the interview sessions. All
ethical standards and procedures were adhered to, including protecting participant anonymity and
confidentiality and informing the participants of any potential hazards (Surmiak, 2018). The use of
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Figure 1. ACF cycle (source:
Assadaqaat Community
Finance).
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the case study can be justified as the organisation is a unique model of an Islamic MFI, i.e. based
on the Islamic notion of Assadaqaat, and thus can serve as a role model for other MFIs. This
research uses a qualitative method to describe the unique business model for MFIs, namely that of
ACF, via semi-structured interviews with clients, donors, and the founder of ACF. On average
interviews lasted from 45 minutes to one hour and these were transcribed. The transcribed data
was analysed using NVivo software version 12. This was supported by frequent discussion and
interaction among researchers that led to an interpretation of data Figure 2.

5.4. Participants

This research utilised a convenience sample incorporating 7 female beneficiaries (most of them
educated, 3 married, 3 single and 1 divorced single mum), 8 benefactors (6 male and 2 females,
highly educated from affluent backgrounds) and 5 founders of ACF (2 male and 2 females,
professionals and highly educated). This paper mainly concentrates on the women entrepreneur-
ship program hence women participants were approached and selected. Participants were
recruited with the support of ACF using their criteria selecting beneficiaries. This included general
criteria such as age (18 and above), UK residents with the right to work in the UK, or applying for
the right to do so, and employed full-time, part-time or unemployed. The average finance amount
received by the beneficiaries from ACF ranges from £750 to £2,000. This amount donated (as
Assadaqaat) by individual members of the communities, high net worth individual, philanthropist,
trusts and foundation are used to provide interest free finance for the Micro and small enterprises
set up by the beneficiaries.

5.5. Findings and analysis

As this is a case study the findings are not been generalised in this instance, however we can apply
this to other countries and can compare in further studies. This study explores an MFI in the UK by
discussing how the financial support can help the recipients to become financially independent or
empowered . First, we examined how they are motivated to pay back the loans and how this
encourages the beneficiaries to become benefactors and drive the ACF cycle indicated in Figure 1.
Based on their daily, weekly, or monthly income, the re-payment process is done within a set
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amount of time. The money they borrow must be put into their business to make money, and the
same income can be used to pay back the loan. This study evidence suggests that the clients are
happy with the process and become independent within 3-6 months, at which point they can
contribute back to the institution as benefactors.

MFIs help women improve their skills by giving them training in addition to other kinds of help.
Their knowledge is put to use in the process of making money. Running a business teaches them
more about life and gives them a better understanding of how to support their families. Knowing
how they spend their money gives them a good social standing. This demonstrates how the lives of
women can change significantly every day. After paying for everything, their income goes up every
month, meaning that they can deposit more money. The confidence level of women in society
highlights the success of the whole process.

We use a concept map to describe our results. Unlike other forms of data analysis in qualitative
research, concept maps can increase the quality of the obtained data by requiring participants to
abandon rehearsed scripts and stories. Qualitative researchers also examine the experiences,
influences, and actions of the research participants while openly examining their own personal
and epistemological reflexivity in order to recognise their own biases (Willig, 2001). Given the vast
number of research choices made during research design and analysis (Palys & Lowman 2002), the
recognition of the possibility of researcher bias is important in social science research. New ways of
data gathering may provide additional tools to investigate reflexive analysis in qualitative
research. In this paper, we use concept maps as they allow us to see the participants’ meanings
as well as the connections that participants discuss between concepts or bodies of knowledge.
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5.6. ACF women empowerment programme and financial sustainability

Figure 3 illustrates the effectiveness of the ACF Women Empowerment Programme and how it has
had a significant impact on the women’s community in terms of both financial and non-financial
support (moral support).

Entrepreneurship is, if you see, the history of Islam such as Khadija (Prophet Mohammad peace
upon him) ... ... .If she who is our mother, who is our example, if she was one of the best
entrepreneurs of her sort of region of her time, why can’t we of empower our women. (Founder 1)

Unfortunately, we’ve had situations where just in the world in general, women sometimes
don’t feel maybe as confident, they don’t feel that they can be able to get the same support
as men in the world of business, which is obviously something that ACF distance categori-
cally against And we’re trying to sort of come in to provide not just financial support, but to
provide that sort of mental framework of people trying to get into business and just tell
them that this is the mindset that you need to have and it’s okay, t’s a world of trade, your
gender should not matter, that sort of thing. (Client 1)

Religion and MFIs are strongly associated and have a significant impact on society (Hoda, 2016).
During the interviews, it emerged that cultural factors influence the perception of empowerment.
Most MFIs’ providers see women’s empowerment as encompassing an increase in financial
engagement, mobility, and household decision-making. However, although MFIs advertise micro-
finance programmes as successful and entirely contributing to women’s empowerment, Nyarko
(2022) discovered that males control and use most microfinance loans in rural Bangladesh due to
patriarchal gender norms. Additionally, Shohel et al. (2022) revealed that MFIs do nothing to
monitor or solve this problem; rather, they emphasise strong loan recovery rates as proof of
women’s empowerment. In addition, MFIs use the structural vulnerability of women, as seen by
the gendered division of labour, mobility constraints, and conceptions of honour and shame, to
assure high recovery rates. Memon (2022) argued that MFIs obfuscate their ulterior profit-seeking
goals with deceptive narratives of women’s empowerment.

And also the women in the previous years have been very behind. The women being just
looking after kids, raising them and left alone without being like an independent, doing really
such amazing job to just support these women who'’s behind and they want someone to
motivate them. And I'm glad this programme came. (Client 2)

The impact of donations on MFIs has been widely explored. Rahman (2010) mentioned that
interest-free Islamic financing plays a crucial role in fostering the socioeconomic growth of the
underprivileged and small companies. According to this research, Islamic finance provides a broad
range of ethical schemes and microfinance-appropriate tools.

There are many socioeconomic classes who are very deprived, especially if you look at it
relative to us that includes obviously the being communities, a lot of women, single mothers,
etc. [...] and what microfinance can do is, like I mentioned before, it provides that sort of
long term solution because it provides the sort of financial base for entrepreneurship, the
sort of guidance and the financial base and the confidence for entrepreneurship and the
entrepreneurship fosters and creates the base of the society.(Client 3)

The role of microfinance in the socioeconomic environment is pivotal sorry. To lifting women,
especially out of maybe poverty and maybe lifting them out of deprivation, maybe lifting
them in their status as well and building their self-esteem. (Donor 1)

Sinha and Ghosh (2021) assessed the sustainability of non-profit organisations using the BSC
methodology, focusing on accumulating observations and ideas on the management of MFIs
and their organisational viability in emerging markets. ACF’s financial model is founded on finan-
cial assistance for communities and producing social and economic achievements.
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The Woman Entrepreneurship Programme has been very well received. We've been doing it
everywhere, and it’s on an international level as well. People are showing interest, and in
particularly the online versions is what we’ve been focusing on Zoom. And we’re getting a lot
of interest. And generally what we found is that the women tend to be quite engaged, more
than males in a lot of these kind of things. So it is very sort of motivational for us as well.
(Founder 2)

ACF’s strategy is distinguished by offering verifiable social and economic benefits and financial
assistance to the communities it serves. Its non-banking financial services further allow financial
and social exclusion, inequality, and poverty to be addressed.

Individuals, families, and organisations will be encouraged and enabled to produce eco-
nomic opportunities for strong and inclusive growth via “interest-free” funding, professional
assistance, and strategically targeted equity investments. (Founder 3)

I think personally it gave me a lot of confidence and big boost. So I know where I stand right
now. I know I can do it because of Assadaqaat giving me that reassurance and help guiding
me through that cause I know sort of exactly what I need to do, but at the right time.
(Client 4)

ACF’s unique business model is a paradigm-shifting business concept when conventional
microfinance has not met expectations and there is a need to make microfinance more
successful. ACF recognises that each individual’s road to economic success and self-
determination is unique, and that people need solutions tailored to their personal require-
ments. The aim of ACF’s collaborative and community-focused programmes is to better
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comprehend the obstacles faced by young female entrepreneurs and to assist them in realising
their ambitions. ACF provides these individuals with the support, tools, and inspiration they
need to find a solution that works for them.

In essence, philanthropy begets philanthropists. In order to qualify for financing from ACF,
a beneficiary does not need to be a Muslim, but ACF’s philanthropic beliefs are at the core of its
operations. Uniquely, ACF gives interest- and debt-free finance to UK businesses that it sources
via contributions and collaborations. Its long-term answer to sustainability is based on an
innovative community financing concept wherein individuals can not only realise their entrepre-
neurial goals, but can also become future financiers, assisting the next generation of company
owners—the so-called ACF Cycle. As a result, community is at the heart of this form of financing.
The features of the ACF finance model also include financial support for the communities and
quantifiable social and economic consequences as communities need the necessary business
skills to succeed. Mentorship and training programmes are therefore offered by ACF’s skilled staff
to guarantee that its entrepreneurs are empowered, knowledgeable, and confident in business.
Women and young people are a particular focus of ACF’s efforts to promote entrepreneurship
and new ideas.

5.7. Religiosity: gender & cultural influence

Religion has a cultural influence, with a strong relationship between religion, gender and culture
that also significantly impacts economic growth. The literature on the social construction of gender
roles via religious beliefs has concentrated mostly on two major themes: the relative religiosity of
men and women and the leadership responsibilities of men and women within congregations
(Tranby, 2012).

While not all researchers define themselves as operating within a particular methodology,
symbolic boundaries theory highlights the different ways in which (mainly) women and men use
religious traditions as concepts, symbols, and metaphors for constructing gender roles and norms
and navigating a gendered world. Researchers have focused on the manners in which women
exert their control over a congregation as a result of the growing number of women in religious
leadership positions (Chaves 1996). According to Wallace (1993), female clergy adopt a more
collaborative leadership style, are more involved with larger concerns of social justice, and are
more liberal on social issues than male clergy. Women also face more challenges to their authority
from congregational members. Female clergy often react to these difficulties by advocating gender
equality and feminism as more inclusive alternatives to conventional patriarchal systems and by
emphasising biblical passages that emphasise equality (Gross 1996; Wallace 1993).

So see, it’s religiously backed and it’s founded by Islamic principles of being able to support
women and trying to progress careers and make them financially independent. (Founder 4)

ACF recognises that everyone’s path to economic empowerment and success is unique and that
they need individualised solutions to overcome particular obstacles. ACF provides the necessary
assistance, resources, and motivation for people to discover a solution that works for them.
Through strategic collaborative partnerships with leading academics, experts, institutions, and
organisations, ACF seeks to develop a deeper understanding of the financial needs and experi-
ences of those experiencing economic hardships at the grassroots level and to provide them with
custom-tailored solutions, as indicated in Figure 4.

I think in society generally it’s kind of forgotten and culture gets mixed in that women
should stay at home but then it’s given that empowerment back. (Donor 2)

Nonetheless, MFIs are not immune to the fact that an organisation’s success or failure is directly
tied to the company’s ethical business practices. For example, ACF’s principles are based on the
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Figure 4. Religiosity and MFI
concept map from NVivo
(source: author).

Islamic value proposition, whereby due to religious beliefs alcohol is prohibited, meaning that
there are limitations in choosing business ideas. For example, a business involving alcohol will be
rejected and ACF will not support it financially, although it will it support non financially, i.e. via
a training programme.

ACF business model of community finance? I think it’s restricted because you have to do
what they want and not what you want to do. I see. So, it’s a bit restricted for non-Muslims.
(Client 5)

ACF provides a safe platform for contributions of any size, regardless of whether the donor is
a person, philanthropist, public/private/corporate entity, trust, or foundation. These contributions
help ACF to empower people without harming their self-esteem, aiming to convert today’s bene-
ficiaries into tomorrow’s benefactors.

The ACF Entrepreneurship Programme educates, trains, and mentors potential entrepreneurs
while providing interest-free financing to facilitate the creation of micro, small, and medium-sized
businesses. The ACF Women Empowerment Program empowers young women to realise their
potential and implement their entrepreneurial ideas. ACF focuses on empowering young people
from underprivileged areas financially. Through collaborative and community-focused ACF pro-
grammes, the organisation seeks to comprehend the concerns and obstacles confronting our
communities. ACF’s creative approach to community development is unique.

In the world is to transform the benefices of today to benefactors of tomorrow. So, by
helping the people who are beneficiaries today we are asking them to support by repaying
the capital back that can reuse for other beneficiaries. So when they are paying it is like
basically Assadaqaat. It is a huge global transformation programme. (founder 5)

Cultural
Religiosity

. ACF cycle

Islamic faith .
Transformations
0% interest Donation

Economic
contribution

Women

empowerment

Anti
Proverty
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ACF is at the vanguard of social innovation and transformation that is redefining how we confront
social and economic injustice, financial exclusion, poverty, and the empowerment of women. To do
this, ACF relies on the generosity of its donors.

So, donating money is part of the pillars of Islam, so it’s one of the main pillars which is
a part of what I believe and what I follow. So, yes, I do prefer donating money for religious
purposes, but I also donate for humanitarian reasons. (Donor 3)

What five-pound mean to me and what five pounds meant to them. (Donor 4)

6. Conclusions

Funding micro-businesses involves a high level of risk. To gain more understanding of this, we
explored in-depth the possible motivations of MFIs for funding women’s micro-businesses in
conservative societies. The unique institutional business model of ACF could be adopted by existing
Islamic MFIs or other small/medium enterprises around the world. In terms of sustainability, the
core Islamic financial principles emphasise social justice, inclusion, and sharing of resources
between the “haves” and the “have nots”. The two distinct features of “risk and reward sharing”
and “the redistribution of wealth” significantly differentiate this approach to development from the
conventional financial industry.

However, it should be noted that one size does not fit all. ACF depends heavily on the donation
principle, i.e. if the donations stop for any reason, ACF cannot continue to operate. ACF follows
a cycle, and it can only operate if it has numerous successful customers who can, in turn, become
benefactors. When applying this business model in different contexts and countries, stakeholders
should consider different factors such as age, education level, behaviour, cultural differences,
religious beliefs, etc., as these can lead to a change in focus and suggestions. ACF also needs to
expand its financial support to the fields of education, health, childhood disabilities (maintenance,
health and well-being), and moral support, such as through enhanced well-being. Participants’
focus can be strengthened by running a face-to-face training programme, although Covid-19 has
had a huge impact on online learning. ACF must further consider the language barriers, cultural
differences, and different ethnicities and religious backgrounds when assigning customers to
courses. The key part of this process is turning the beneficiaries into benefactors by motivating
them during the training programme and asking them to make promises based on an ayah from
the Quran (“And be true to every promise, for verily you will be called to account for every promise
which you have made” (Ch17:34); a guideline to transform people—the risk of moral hazard/
adverse selection). Finally, ACF should also cultivate strong relationships with global organisations
that apply CSR to obtain financial support (benefactors) in order to keep donors on board.

According to the findings of this research, MFIs such as ACF should first reduce their reliance on
donated money to become first operationally competent in the market and then financially viable.
This should be done with care, however, due to the effect that departing from donations has on
viability, as the majority of MFIs rely on contributed equity or subsidised income, particularly in
their early years. Second, they should expand the number of borrowers (extent of their outreach)
to boost the volume of their sales (loans). However, selling a large number of loans may not be
sufficient to ensure financial sustainability, and thus should be complemented by effective follow-
ups to guarantee a greater payback rate and to aim for substantially reduced operational
expenses per borrower.

Similarly, MFIs must grow the average loan size (reach) in order to be self-sustaining. That is,
implementing a bigger average loan size will enhance financial sustainability, but it will also raise
the probability of payback failures. MFIs should thus use every effort to balance the average loan
size, especially as the econometrics result suggests that the profitability, and hence sustainability,
of MFIs increases in tandem with the average loan size, indicating less outreach, which is an
indication of mission drift. Therefore, MFIs like ACF should ensure that their profitability growth
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aligns with their goals if they are to continue to fulfil their primary aim. In addition, subsidies and
donations are genuine instruments that are intended to promote efficient performance in micro-
finance organisations. Subsidies seem beneficial at first glance, but their consequences on the
performance, efficiency, and self-sustainability of microfinance organisations may be harmful.
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