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Abstract: Microcredit has become a proven tool in against of poverty both in developed and developing 
economies. It has launched a challenge to the formal financial system with the hope of possibility of 
development to the poor group, who are a large part of the world’s population. This study has an aimed 
for analyzing comparative of the performance of Rural Development Schemes (RDS), the largest 
Islamic MFI in Bangladesh and Amanah Ikhtiar Malaysia prime MFIs in Malaysia in terms of 
institutional characteristics, financing structure, outreached indicators, overall financial performance 
(sustainability), expenses, efficiency and productivity. The data have been analyzed by using financial 
ratio analysis on the above selected indicators to compare the performances between both of MFIs. The 
comparative findings show mixed output between AIM and RDS performances. The AIM performance 
was quite remarkable in terms of operational self-sufficiency, earning revenue’s and financial expenses 
but very low performance was recorded as well as institutional characteristics outreached to the poor 
and Efficiency especially on operating expenses in compare with RDS. Overall, the study recommended 
that AIM may adopt Islamic mode of microfinance as like as RDS, because of Islamic Microfinance is 
more about dealing with poor people more closely mitigating their socio-economic needs in a spiritual 
way.   
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INTRODUCTION 

 
Now a day’s poverty alleviation is a very important issue in all over the world. It was come in the front 

when the failure of the past macro-economic development strategies in eradicating poverty in a sustainable 
manner pave the way for changes in the development strategy to specifically for the targeted poverty. With the 
increasing diversity in human poverty, an increasing percentage of world population is going under poverty line 
every year. While it was difficult for conventional financial institutions to extend financial help to continue the 
growth potentials of every human being, Microcredit (microcredit and microfinance are hereafter used 
interchangeably) came with revolutionary approach by providing the poor the accessibility to the credit to 
increase their productivity, for reducing vulnerability, and to alleviate poverty through self-employed economic 
activities.  Microcredit deals with the poor those were ignored by formal financial institutions because of not 
having assets for collateral, enough financial records, and credit history (Hossain, 1988; Wilkins and Jennifer, 
2007; Mahjabeen, 2008; Littlefield, 2003; Mahjabeen, 2007; Morduch, 2000; Chowdhury, 2001; Hossain, 1988; 
Chowdhury, 2001; Littlefield, 2003). 

Through the hands of Professor Mohammad Yunus, the concept of Microcredit is still insufficient in many 
aspects to reduce the overall poverty level in Bangladesh (Amin, 2003) . On the same way Studies identified the 
interest rate charged by Micro-finance Institutions (MFIs’), which has a range of 15% to 20% from institutional 
and 33% to 120% in non-institutional cases, as one of the major impediments behind the effective financing 
solution for the poor Bangladesh (Amin, 2003; Kabeer, 2001) In such situation, number of marginal poor people 
is increasing every year, from 78.2 million poor people in 1970 to 80.46 million people in 2009. (Imai, 2010; 
Islam, 2009). 

Apart from a missing holistic view in poverty reduction, the MFIs’ have not ruminated on the spiritual, 
moral and ethical dimensions of human-socio-economic development, which is precious in sustainable human 
development (Ahmed, 2006; Alam, 2009). In the era of high-growth Islamic banking, the best-fit alternative to 
conventional Microcredit is Islamic Microcredit, which promises the same benefits based on Shariah. As Islam 
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provides the complete code of life, the religion covers poverty reduction as one of the premier agendas. Islam 
considers that poverty induces other indecent acts; therefore, poverty should be treated with much care. Among 
more than three thousand MFIs’ at present working in Bangladesh, Rural Development Scheme (hereafter 
referred to as RDS) is the largest Islamic Microcredit program (Ahmed, 2006; Alam, 2009; Habib et al., 2004; 
Mizanur Rahmana, 2008; Parveen, 2009; Rahman, 2010; Uddin, 2008). 

AIM spread across in the Malaysia with the tools to provide loans to the poor people. But does AIM 
working efficiently as well as efficiently? The issues facing AIM is financial viability (i.e inefficient and cost 
ineffective) and sustainability (i.e. dependent towards self-financing) of its various loan schemes. 

AIM still depends on the support from the government and related agencies for funding. The operational 
cost of AIM is relatively high and salaries and administrative cost from the major proportion of operation cost, 
nevertheless forming only a small portion of assets. With a fixed administrative charge of 5%, it does not cover 
its operating costs and could not be sustainable and self-dependent. (Conroy, 2004) Commented that AIM should 
relooked back from its fundamental principles because of the loss of direction in focusing on the not so poor or 
non poor and giving larger loans and better-off borrowers.  

In the above situation, this study has taken timely initiative to conduct a rigorous study to compare with 
AIM and any other IMFIs which are situated in the cross border within Malaysia. The specific objective of this 
study is to analyze a comparative of the performance of Rural Development Schemes (RDS), the largest Islamic 
MFI in Bangladesh and Amanah Ikhtiar Malaysia prime MFIs in Malaysia in terms of institutional 
characteristics, financing structure, outreached indicators, overall financial performance (sustainability), 
expenses, efficiency and productivity 

 
1.2. Microcredit Model: 

The famous action research on Jobra village undertaken by Professor M. Yunus in 1976 resulted in various 
ground breaking Microcredit programs. His research ended up finding the popular theoretical causes behind 
today’s success of conventional MFIs’ (Chowdhury, 2001; Basher, 2007; Basher, 2010; Dossey, 2007; Kowalik, 
2010). Among which, some popular credit distribution impediments include lack of assets for collateral, lack of 
financial records and limited credit from the formal financial institutions. The extension of this theoretical 
understanding summarized for greater policy role in terms of bringing in a wider generation of poor people in 
productivity and making their effort sustainable to help the country keep growing. Group based microcredit 
model is process of opportunity for peer lending, peer monitoring, homogenous matching, and joint liability with 
credit risk between the group members (Hossain, 1988; Chowdhury, 2001; Dossey, 2007; Kowalik, 2010; 
Dowla, 2006; Fernandez, 2010; Kabir Hassan, 2001; Karim, 2008).  

The Group based Microcredit is formed by five members in a group and with five to eight groups forming a 
centre. All members in the centre meet with a loan officer weekly. They have to learn the rules and regulation of 
MFIs in the first week, save $0.02 a week, learn to sign their names, and memorize a set of vows to self-
improvement. Each group elects a chair, and each centre elects a chief and at first two members get loans first, 
and then, one month later, two other members get loans. After one more month, the last member gets a loan. 
Because most loans last exactly one year, staggered disbursement reduces the risk of domino default because 
some borrowers must finish repayment before they know whether their comrades will default (Wilkins and 
Jennifer, 2007; Dossey, 2007 Kowalik, 2010; Dowla, 2006; Kabir Hassan, 2001; Kuhinur, 2010; Zaman, 1999; 
Zaman, 2000).  
 
1.3. Microcredit In Malaysia: 

Malaysia is one of the ‘exemplar’ countries in the South-East Asia of what came to be called the ‘Asian 
Miracle’ for developing remarkable economic growth within last three decades. Microcredit has also been used 
as an ante poverty tool for poverty alleviation since early began their economic revolution. So here we can say 
microfinance is nothing new in Malaysia. It has been operated by credit unions, co-operative banks and 
specialized credit windows of banks. The formal microcredit institutions have been developed in Malaysia when 
Majlis Amanah Rakyat (MARA), MARA was formed by an act of Parliament in 1966. It had originally begun as 
the Rural Industrial Development Authority (RIDA), which was established by the British colonial 
administration in 1951, a program to provide economic assistance and support to Malay farmers and rural 
inhabitants . This organization was later expanded in scope and became the MARA in 1966, council of trust to 
the Bumiputera and Credit Guarantee Corporation (CGC), introduced microfinance loans to its borrowers. 
Currently there are many government and non-government organisations (NGOs) also engaged in microfinance 
practices both in national and local level in Malaysia including Yayasan Usaha Maju operating in Sabah, 
Koperasi Kredit Rakyat in Selangor, Tabung Ekonomi Kumpulan Usaha Neaga (TEKUN), Credit Guarantee 
Corporation (CGC), National Savings Bank (BSN) and the most significant one is Amanah Ikhtiar Malaysia 
(AIM). Moreover, few remarkable institutions which have been providing microcredit in the agriculture sectors 
are Agriculture Bank of Malaysia (BPM), Farmers Organisation Authority (LPP), Federal Land Development 
Authority (FELDA) and agro-based Co-operative Societies. Very recently several commercial banks, e.g. CIMB, 
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also engaged in microcredit activities. But they don’t operate their activities in the field of microfinance directly. 
Their involvement is just limited to expanding lines of credit to AIM and others MFIs, as a mediator for schemes 
(APEC, 2005). 
 
1.4. Amanah Ikhtiar Malaysia (AIM): 

Amanah Ikhtiar Malaysia (AIM) is the major and largest MFIs in Malaysia is trying to reach out whole 
Malaysia with credit for the poor people in the both of rural and urban area.  The idea of establishing AIM comes 
from the viability and success of approach adopted by the Grameen Bank to reduce poverty in the rural areas of 
Bangladesh. Amanah Ikhtiar Malaysia (AIM) was established in September, 1987 to institutionalize an action 
research project carried out by the Centre for Policy Research of University Science Malaysia (USM), sponsored 
by the Asia and Pacific Development Centre (APDC), Islamic Economic Development Foundation of Malaysia 
(YPEIM) and the Selangor State Government. The Ikhtiar Project was adopted with some modification from the 
Grameen Bank model and focusing on women as the target group to eradicate poverty of the rural poor in 
Malaysia. AIM programmes also is poverty focused microfinance programme by targeting very poor women and 
incorporating them into a microcredit scheme, designed to be collateral free, guarantor free with no threat of 
legal action in the loan recovery It was also complementary to the Government objective in eradicating poverty 
amongst the poor households in Malaysia.  AIM’s existing members (as a 30th December, 2007) totaled 182,078 
of which RM 2.35 billion were disbursed. (APEC, 2005) AIM is governed by its Board of Trustee who will meet 
at least twice a year. A Management Committee will be responsible for its daily operation. The Management 
Committee, chaired by the Managing director shall meet at least once every quarter 

The main objectives of AIM are to give out benevolent loans to finance income generating activities to the 
poor households and eventually move out from the poverty group. It is complementary to the Government 
objective in eradicating poverty amongst the poor households in Malaysia. AIM was set up with a charter 'to 
disburse small loans on reasonable terms exclusively to the very poor households to finance additional income 
generating activities' (Gibbons, 1990). 

The concept of AIM is to create out of the hardcore poor households, highly motivated individuals who are 
committed to earn an honest living and eventually move out of the poverty level. AIM was the first time 
successful replication of Grameen bank credit model in the world with some of modification where Grameen 
offer credit with interest but AIM offer interest free loans to borrowers with a fixed administrative charge of 4% 
to undertake income generating projects. Following the model of the Grameen Bank, poor borrowers formed 
themselves into groups of five who in turn guaranteed each other’s loans. These households will undergo one 
week compulsory training of one hour per day to understand their rights and obligations in order to ensure good 
repayment. The loans are to be repaid on a weekly basis. Once, fully paid, bigger loans are being offered. This 
process goes on as the need arises. The first loan is normally restricted to RM1, 000 (USD263) up to a maximum 
of RM4, 000 (USD1, 289) for successive loan. Successful borrowers could apply for a much bigger loans of 
RM5, 000 (USD1, 315) or even up to RM10, 000 (USD2, 2631) 
 
1.5. Microcredit In Bangladesh: 

Bangladesh is the mother land of most popular group based microcredit models in the world which has been 
discovered by professor Dr. Mohammed Yunus in 1976 from his action research project in Jobra Village. He 
found that the poor people are facing the major problems is accessibility to financial access because of their lack 
of assets for collateral, lack of financial records and limited credit from the formal financial institutions. Without 
financial access they are tied to low productivity especially in the self-employed economic activities. Thus, 
providing the poor with credit will generally help to solve the problem of the poor. Group based microcredit 
model is process of opportunity for peer lending, peer monitoring, homogenous matching, and joint liability with 
credit risk between the group members. It has been formed by five members in a group and with five to eight 
groups forming a centre. All members in the centre meet with a loan officer weekly. They have to learn the rules 
and regulation of MFIs in the first week save $0.02 a week, learn to sign their names, and memorize a set of 
vows to self-improvement. Each group elects a chair, and each centre elects a chief and at first two members get 
loans first, and then, one month later, two other members get loans. After one more month, the last member gets 
a loan. Because most loans last exactly one year, staggered disbursement reduces the risk of domino default 
because some borrowers must finish repayment before they know whether their comrades will default[37]. It has 
been recognized as an effective model of microcredit over the world and most of the MFIs in Bangladesh has 
been used the group based model for microfinancing even Islamic Microfinance Institues (IMFIs) has also been 
followed it by modifing with Isalmic Sa-riya. 

 
1.6. Rural Development Scheme (RDS): 

Islami Bank Bangladesh Limited started with the major objective of supporting an Islamic economy for 
balanced economic growth by ensuring reduction of rural-urban disparity and equitable distribution of income on 
the basis of Islamic rules and regulations. It is the largest private bank in Bangladesh and started in 1983. The 
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bank has been practicing group based microcredit scheme, which is known as ‘Rural Development Scheme 
(RDS)’. The scheme was launched in 1995 as a pilot program styled after the Grameen Bank model except that 
the scheme used Islamic modes of investment based on Shariah principles. Among many, the primary focus of 
RDS is to provide the financial access to poor people for creating opportunity of income generation with a view 
to alleviate poverty in a sustainable manner (IBBL, 2009; Rahman, 2008). 
 
Some of the objectives of RDS, IBBL are listed below: 

 To extend investment facilities to agricultural, other farming and off-farming activities in the rural 
areas.  

 To finance self-employment and income generating activities of the rural people, particularly the rural 
unemployed youths and the rural poor.  

 To alleviate rural poverty through integrated rural development approach.  
 To extend investment facilities for hand tube-wells and rural housing, keeping in view the needs of safe 

drinking water and housing facilities of the rural poor. 
 To provide education and Medicare facilities to the down-trodden people. 
 
Initially it started as a pilot operation in the rural areas of several districts under the direct supervision of the 

nearby branches of the Bank. At present, it is extended to all the 61 districts out of 64 districts of the country 
through 139 Branches of the Bank. The metropolitan areas and three Chittagong Hill Districts are yet uncovered 
for strategic reason (IBBL, 2009). 
  
Table 1: The progressed report of RDS, IBBL. 
 

Description  2005  2006  2007  2008  2009  

Branches  101  118  129  136  139  

Villages  4,560  8,057  10,023  10,676  10,751  

Members/clients  217,445  409,575  516,725  577,740  492,475  

Investment Outstanding (Taka million)  1,106.47  2,242.21  2884.66  3,011.72  3752.2  

                Source: (IBBL, 2009). 

 
It has been practicing Murabaha and Bai-muajjal modes of investment for financing. Very recently, RDS 

has started Musharaka mode as well. In all cases, the Branch must ensure strict adherence to the banking and 
shariah in norms. For this investment, RDS charge only 10 percent profit on flat rate with a rebate of 2.5 per 
cent for timely payment while the conventional microcredit institutions charges 15 to 22 per cent interest for 
income generation. The investment recovery rate of RDS is 99.57 per cent in 2009 (IBBL, 2009). 

 
2. Problem Statement: 

As the microcredit was came as a revolutionary approach for eradicating poverty in the poor society but the 
concept of Microcredit is still insufficient in many aspects to reduce the overall poverty level in Bangladesh as 
well as world (Amin, 2003). On the same way Studies identified the interest rate charged by Micro-finance 
Institutions (MFIs’), which has a range of 15% to 20% from institutional and 33% to 120% in non-institutional 
cases, as one of the major impediments behind the effective financing solution for the poor in Bangladesh as well 
as globe arena (Amin, 2003). In such situation, number of marginal poor people is increasing every year, from 
78.2 million poor people in 1970 to 80.46 million people in 2009. (Imai, 2010; Islam, 2009) 

AIM spread across in the Malaysia with the tools to provide loans to the poor people. But does AIM 
working efficiently as well as efficiently? The issues facing AIM is financial viability (i.e inefficient and cost 
ineffective) and sustainability (i.e. dependent towards self-financing) of its various loan schemes. AIM still 
depends on the support from the government and related agencies for funding. The operational cost of AIM is 
relatively high and salaries and administrative cost from the major proportion of operation cost, nevertheless 
forming only a small portion of assets. With a fixed administrative charge of 5%, it does not cover its operating 
costs and could not be sustainable and self-dependent. (Conroy, 2004) Commented that AIM should relooked 
back from its fundamental principles because of the loss of direction in focusing on the not so poor or non poor 
and giving larger loans and better-off borrowers.  

This study has an aimed for analyzing comparative of the performance of Rural Development Schemes 
(RDS), the largest Islamic MFI in Bangladesh and Amanah Ikhtiar Malaysia prime MFIs in Malaysia in terms of 
institutional characteristics, financing structure, outreached indicators, overall financial performance 
(sustainability), expenses, efficiency and productivity 
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Table 2: Formula used for financing structure, outreached indicators & overall financial performance (sustainability) of RDS and AIM. 

Item Equation  

FINANCING STRUCTURE 

Capital/ Asset ratio Total Equity ÷ Total Assets 

Debt to Equity (%) Total Liabilities ÷ Total Equity 

Deposit to Loans (%) Deposits ÷ Gross Loan Portfolio 

Deposits to Total Assets (%) Deposits ÷ Total Assets 
Gross Loan Portfolio to Assets (%) Gross Loan Portfolio ÷ Total Assets 

OUTREACHED INDICATORS  
Percent of women Borrowers  Number of active women borrowers÷Number of Active 

Borrowers 
Average Loan Balance Per Borrower  Gross Loan Portfolio ÷ Number of Active Borrowers 
Average Loan Balance Per Borrower/ GNI Per capita  Average Loan Balance per Borrower ÷ GNI per Capita 
Average Outstanding Balance  Gross Loan Portfolio ÷ Number of Loans Outstanding 
Average Outstanding Balance / GNI per capita Average Outstanding Balance ÷ GNI per Capita 
Average Deposit Balance Per Depositor Deposits ÷ Number of Depositors 

Average Deposit Balance Per Depositor / GNI Per Capita  Average Deposit Balance Per Depositor ÷ GNI Per Capita  

Average Deposit Account Balance  Deposits ÷ Number of Deposit Accounts 
OVERALL FINANCIAL PERFORMANCE (SUSTAINABILITY) 

Return on Assets Net Operating Income - Taxes) ÷ Average Total Assets 
Return on Equity (Net Operating Income - Taxes) ÷ Average Total Equity 

Operational Self-Sufficiency  
Financial Revenue ÷ (Financial Expense + Net 
Impairment Loss + Operating Expense) 

REVENUES (%) 

Financial Revenue/ Assets  Financial Revenue ÷ Average Total Assets 
Profit Margin  Net Operating Income ÷  Financial Revenue 

Yield on Gross Portfolio(Nominal) 
Financial Revenue from Loan Portfolio ÷ Average Gross 
Loan Portfolio 

Yield on Gross Portfolio(Real) 
(Yield on Gross Portfolio (nominal) - Inflation Rate)  ÷ (1 
+ Inflation Rate) 

EXPENSES (%) 

Total Expenses / Total Assets 
(Financial Expense + Net Impairment Loss + Operating 
Expense) ÷ Average Total Assets 

Financial Expenses/ Total Assets Financial Expense ÷ Average Total Assets 
 Provision for Loan Impairment /Total Assets Impairment Losses on Loans ÷ Average Total Assets 
Operating Expenses/ Total Assets Operating Expense ÷ Average Total Assets 
Personnel Expenses / Total Assets Personnel Expense ÷ Average Total Assets 
Administrative Expenses/ Total Assets Administrative Expense ÷  Average Total Assets 

EFFICIENCY (%) 
Operating Expenses/ Loan Portfolio Operating Expense ÷ Average Gross Loan Portfolio 

Personnel Expenses / Loan Portfolio Personnel Expense ÷ Average Gross Loan Portfolio 
Average Salary / GNI per capita  Average Personnel Expense ÷ GNI per capita 

Cost Per Borrower 
Operating Expense ÷  Average Number of Active 
Borrowers 

Cost Per Loan 
Operating Expense ÷ Average Number of Loans 
Outstanding 

PRODUCTIVITY 
Borrowers per Staff Member  Number of Active Borrowers ÷  Number of Personnel 
Loan Per staff Member Number of Loans Outstanding ÷  Number of Personnel 
Borrowers per loan Officer  Number of Active Borrowers ÷  Number of Loan Officers 
Loans Per Loan Officer  Number of Active Borrowers ÷ Number of Loan Officers 
Depositors per Staff member Number of Depositors ÷  Number of Personnel 
Deposit Accounts Per Staff members  Number of Depositors ÷  Number of Personnel 
Personnel Allocation ratio Number of Loan Officers ÷ Number of Personnel 

RISK & LIQUIDITY 

Write off (%) 
Value of loans written-off ÷ Average Gross Loan 
Portfolio 

Loan Loss Rate (%)  
(Write-offs - Value of Loans Recovered) ÷ Average Gross 
Loan Portfolio 

Non- earning Liquid Assets as a % of Total Assets  Cash and banks ÷ Total Assets 

 
3. Methodology: 

The scope of this study is to perform an appraisal to compare of the performance of Rural Development 
Schemes (RDS), the largest Islamic MFI in Bangladesh and Amanah Ikhtiar Malaysia prime MFIs in Malaysia. 
We used some indicators what have been used MFIs in terms of institutional characteristics, financing structure, 
outreached indicators, overall financial performance (sustainability), expenses, efficiency and productivity. We 
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have used the categories of benchmark i.e. low, medium and High for compare with AIM performance and 
Islami Bank Bangladesh microcredit scheme. The data used for RDS has come from the Annual Report of 2008 
and AIM data has been collected from the mixed market as well. The data mostly include balance sheet and 
income statement information and the data have been analyzed by using financial ratio analysis on the above 
selected indicators to compare the performances between both of MFIs. 
 
Discussion Of The Findings: 

This study discusses the performance of Rural Development Schemes (RDS) of IBBL and AIM from three 
different but integrated standpoints; in terms of institutional characteristics, financing structure, outreached 
indicators, overall financial performance (sustainability), expenses, efficiency and productivity).  
 
Institutional Characteristics: 

The comparison study has shown the mixed results in the Exhibit 4. In terms of institutional characteristics, 
AIM has shown very much below position for branch offices and personnel but it was moderate for holding 
assets where as RDS contain satisfactory position in the above issues. 

  
Table 3:  Institutional Characteristics of RDS & AIM. 
 

Elements 

Benchmark 

RDS AIM 

Bangladesh Malaysia 

Total Assets ('000) 272399 231756.8 

Branch Offices 136 75 

Personnel 1712 1064 
                                  Source (IBBL, 2009; Mixmarket, 2011)  

 
Financing Structure: 

The Exhibit 5 revealed financial structure of RDS and AIM. In the same way, in terms of financial structure, 
AIM performed moderate result for Deposits to Total Assets ratio but low for Debt to Equity and Capital to 
Asset ratio and high was Deposit to Loans as well as Gross Loan Portfolio to Assets in compare between RDS 
financial structure.  

 
Table 4:  Financing Structure of RDS & AIM. 
 

Elements  

Benchmark 

RDS AIM 

Bangladesh Malaysia 

Capital/ Asset ratio 23.9 15.4 

Debt to Equity (%) 100 5.5 

Deposit to Loans (%) 6.8 28.5 

Deposits to Total Assets (%) 6.8 16.4 

Gross Loan Portfolio to Assets (%) 0 57.4 
                               Source: (IBBL, 2009; Mixmarket, 2011). 

 
Outreached Indicators: 

In the same way, the outreached position of Both MFIs has shown in the Exhibit 6. The study found that in 
terms of outreached indicators AIM performed very low for number of active borrowers, number of loan 
outstanding, gross loan portfolio, average outstanding balance to GNI per capita, number of depositors and 
number of depositors accounts and moderately perform for average loan balance per borrower but high in 
percent of women borrowers, average loan balance per borrower/ GNI per capita, average outstanding balance 
and average deposit balance per depositor in compare with RDS performance in the similar arena. 
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Table 5: Outreached Indicators within the RDS & AIM. 
 

Elements 

Benchmark 
RDS AIM 

Bangladesh Malaysia 

Number of Active Borrowers ('000) 321 165.3 

Percent of women Borrowers 0.88 100 

Number of Loan Outstanding ('000) 4666 196.1 

Gross Loan Portfolio ('000) 272398694 132976.6 

Average Loan Balance Per Borrower 202.66 804.5 

Average Loan Balance Per Borrower/ GNI Per capita 0.33 11.54 

Average Outstanding Balance 135.97 678 

Average Outstanding Balance / GNI per capita 0.22 0.1 

Number of Depositors  ('000) 577.74 192 

Number of Depositors  Accounts  ('000) 577.74 192 
Deposits ('000) 18439 37951.6 
Average Deposit Balance Per Depositor 32 198 

Average Deposit Balance Per Depositor / GNI Per Capita 0.05 3 
Average Deposit Account Balance 17009 198 

           Source: (IBBL, 2009; Mixmarket, 2011) 

 
Over All Financial Performance (Sustainability): 

Furthermore, the Exhibit 7 shows the overall financial performance between RDS and AIM. In terms of 
overall financial performance AIM has done well in operational self-sufficiency where as RDS performance was 
not satisfactory level. but moderate result was in return on equity and return on assets in compare of RDS 
performance. Moreover, for revenue’s AIM position was better in terms of Yield on Gross Portfolio (Nominal) 
and Yield on Gross Portfolio (Real) but moderate was in profit margin & financial revenue to Assets to compare 
with RDS positions. 

How over, for Expenses, AIM spent low in financial expenses to total assets, provision for loan impairment 
to total assets and operating expenses to total assets and moderate position was administrative expenses to total 
assets and total expenses to total assets in compare between RDS performance. Here, the low expenses mean 
good performance. 

So AIM’s range of expenses was within the capacity and under control. On the other hand, in terms of 
Efficiency, AIM performed poorly for operating expenses to loan portfolio and was moderate for personnel 
expenses to loan portfolio but still there was data insufficiency for cost per borrower, cost per loan and average 
salary to GNI per capita in compare with RDS positions. In the same way, for Productivity, AIM has done well 
in terms of Personnel Allocation ratio, write off % non- earning liquid assets as a % of total assets and loan loss 
rate and moderate was loans per loan officer & borrowers per loan officer but still in low deposit accounts per 
staff members, depositors per staff member, loan per staff member and borrowers per staff member. 
 
Conclusion: 

As the objectives for examining the performance of Rural Development Schemes (RDS) of IBBL and AIM 
in terms of institutional characteristics, financing structure, outreached indicators, overall financial performance 
(sustainability), expenses, efficiency and productivity. The comparison study has revealed the mixed results 
between RDS & AIM performances .In terms of institutional characteristics, AIM has shown very much below 
position for branch offices and personnel but it was moderate for holding assets. On the other hand, in terms of 
financial structure, AIM performed moderate result for Deposits to Total Assets ratio but low for Debt to Equity 
and Capital to Asset ratio and high was Deposit to Loans as well as Gross Loan Portfolio to Assets. 

In the same way, In terms of outreached indicators AIM performed very low for number of active 
borrowers, number of loan outstanding, gross loan portfolio, average outstanding balance to GNI per capita, 
number of depositors and number of depositors accounts and moderately perform for average loan balance per 
borrower but high in percent of women borrowers, average loan balance per borrower/ GNI per capita, average 
outstanding balance and average deposit balance per depositor Furthermore, for overall financial performance 
AIM has done well in operational self-sufficiency but moderate result was in return on equity and return on 
assets. Moreover, for revenue’s AIM position was better in terms of Yield on Gross Portfolio (Nominal) and 
Yield on Gross Portfolio (Real) but moderate was in profit margin & financial revenue to Assets. How over, for 
Expenses, AIM spent low in financial expenses to total assets, provision for loan impairment to total assets and 
operating expenses to total assets and moderate position was administrative expenses to total assets and total 
expenses to total assets. The low expenses mean good performance. So AIM’s range  of  expenses was within the 
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capacity and under control. On the other hand, in terms of Efficiency, AIM performed poorly for operating 
expenses to loan portfolio and was moderate for personnel expenses to loan portfolio but still there was data 
insufficiency for cost per borrower, cost per loan and average salary to GNI per capita.  

Finally for Productivity, AIM has done well in terms of Personnel Allocation ratio, write off % non- earning 
liquid assets as a % of total assets and loan loss rate and moderate was loans per loan officer & borrowers per 
loan officer but still in low deposit accounts per staff members, depositors per staff member, loan per staff 
member and borrowers per staff member Overall, the study recommended that AIM may adopt Islamic mode of 
microfinance as like as RDS, because of Islamic Microfinance is more about dealing with poor people more 
closely mitigating their socio-economic needs in a spiritual way 

 
Table 6:  Overall Financial Performance (Sustainability) between AIM and RDS. 

 

Elements 

Benchmark 
RDS AIM 

Bangladesh Malaysia 
Return on Assets 2.21 2.3 
Return on Equity 9.26 14.5 
Operational Self-Sufficiency 2186 132.7 
REVENUES (%) 
Financial Revenue/ Assets 2.21 9.4 

Profit Margin 14 24.7 
Yield on Gross Portfolio(Nominal) 0 118 

Yield on Gross Portfolio(Real) 0 106.7 
EXPENSES (%) 

Total Expenses / Total Assets 2.21 7.09 

Financial Expenses/ Total Assets 0.86 0.01 
Provision for Loan Impairment /Total Assets 0.8 0.45 

Operating Expenses/ Total Assets 13.53 6.64 
Personnel Expenses / Total Assets 1.23 4.57 

Administrative Expenses/ Total Assets 1.26 2.07 
EFFICIENCY (%) 

Operating Expenses/ Loan Portfolio 84 11.56 
Personnel Expenses / Loan Portfolio 7.6 7.96 
Average Salary / GNI per capita 306.1 
Cost Per Borrower 1872.3 
Cost Per Loan 1872.3 

PRODUCTIVITY 
Borrowers per Staff Member 187.8 155 

Loan Per staff Member 337.5 184 

Borrowers per loan Officer 187.8 302 
Loans Per Loan Officer 337.5 358 

Depositors per Staff member 337.5 180 
Deposit Accounts Per Staff members 337.5 180 

Personnel Allocation ratio N/A 51.5 
RISK & LIQUIDITY 

Write off (%) 0.0009 0.22 

Loan Loss Rate (%) -2.2 0.22 
Non- earning Liquid Assets as a % of Total Assets N/A 10.8 

                   Source: (IBBL, 2009; Mixmarket, 2011). 
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