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Abstract 
Development institutions have been categorized as faith-based and mainstream based on their background and 
characteristics. This paper reviews the extant literature on Faith-based Organizations (FBOs) and their role in 
various areas of development specially poverty alleviation through microfinance. This paper reviews the 
studies dealing with faith-based organizations, their characteristics and their role in development. Some papers 
specifically deal with the religious principles that shape the value system in these organizations. A number of 
empirical studies both qualitative and quantitative provide insights on the working and performance of FBOs. 
This review paper will be useful for the researchers involved in the areas of social science, anthropology as 
well as economics. The findings of the empirical studies will be of interest to policy makers and regulators. 
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1. Introduction 
The development sector has been evolving and has seen a paradigm shift. In the recent past, the sector saw 
renewed efforts from those development institutions that subscribe to some religious faith and were not 
acknowledged in the past for some reasons. The development literature clearly distinguishes between the 
organizations associated with a religious faith and those that claim to be secular. Faith-based microfinance 
possesses the same distinct features as that of faith-based organizations. Therefore the paper first presents the 
detailed summary of the features of these organizations found in the literature. While describing the features of 
faith-based organizations (FBOs), the distinguishing principles, influence of faith, typology, and the role of 
FBOs in development. The next section deals with the various researches dealing with the principles of religious 
faiths in dealing with poverty. The next section discusses the studies on the role of the FBOs in poverty 
alleviations. The final section concludes the paper and discusses scope for future research. 

2. Faith-based Organizations 
Faith-based Organizations have been defined as a “general term used to refer to religious and religion-based 
organizations, places of religious worship or congregations, specialized religious institutions, and registered and 
unregistered non-profit institutions that have religious character or missions” (Woldehanna, et al., 2005, p. 27). 
Though faith-based organization is not a legally defined term, it normally refers to organizations affiliated to 
certain faith. Clarke (2008) offered a comprehensive definition of Faith-based organizations:  

“a faith-based organization is any organization that derives inspiration and guidance for its activities from 
the teachings and principles of the faith or from a particular interpretation or school of thought within that 
faith” (p. 6). 

These organizations explicitly claim a religious motive (Kirmani & Zaidi, 2010) and religion in these 
organizations “are often expressed in their mission statements, outlining the overall purpose of the NGOs and 
describing the underlying values and principles” (Petersen, 2010). Fritz (n. d.) has included various types of 
institutions in the list of FBOs: “a religious congregation (church, mosque, synagogue, or temple); an 
organization, program, or project sponsored/hosted by a religious congregation (may be incorporated or not 
incorporated); a nonprofit organization 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 
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religiously motivated institution; and a collaboration of organizations that clearly and explicitly includes 
organizations from the previously described categories”.  

2.1 Identification of Faith-based Organizations 

There are several studies that point out the characteristics that help in identifying faith-based organizations. 
Jeavons (1997) proposed seven dimensions and these were also enumerated by Sider and Unruh (2004) as, 
“organizational self-identity, selection of organizational participants (staff, volunteers, funders, and clients), 
sources of resources, goals, products, and services (including “spiritual technologies”), information processing 
and decision making (e.g., reliance on prayer and religious precepts for guidance), the development and 
distribution of organizational power, and organizational fields (including program partners)” (p. 111). Smith and 
Sosin (2001) also analyzed several institutions to study how faith is present in an organization and suggested that 
the presence of faith can be found in the form of “resource dependency, authority and organizational culture”. 
The availability of funds, control of religious institutions or personalities, the influence of faith in the 
organizational design are some of the important factors that they found to be shaping the uniqueness of 
faith-based organizations. 

2.2 Influence of Faith in FBOs 

Many researchers have analyzed specifically the influence of faith in the faith-based organizations. Faith has a 
very strong and distinct influence in the functioning of Faith-based organizations. Clarke (ibid) suggests that 
faith can influence the agency and identity of the organization along both organizational and programmatic 
levels. The understanding of “faith” varies within different organizations and this factor is responsible for 
determining how faith will affect the functioning of an organization. Clarke (ibid) opines on this issue that, “the 
faith element of the FBO is not an add-on to its development activity rather an essential part of that activity, 
informing it completely” (p. 15). Berger (2003) further emphasized another important point that the effect of 
faith cannot be simply identified by programmes. It is actually the motive and the values that make the entire 
effort faith-based. Jeavons (2004) pointed to this fact in his case study that the effect of “faith” must not be 
apparent to prove that it exists within the organization. Berger (ibid) also suggests that to understand the effect of 
faith, pervasiveness should be the main determinant and there is nothing absolute in role of faith in FBOs.  

James (2009) found two areas where the influence of faith can be directly observed – in the application of 
religious ritual and activities and use of religious teaching in main activities. Unruh (2004) highlighted the main 
factors present in the programmes of a religious organization. These factors are responsible for giving the 
organization a distinct identity compared to the mainstream organization. He mentions nine features that may 
indicate religious affiliation. These are “self-descriptions, sacred objects, invitations to religious activities, prayer, 
use of sacred texts, worship, sharing of personal testimonies, religious teachings, and invitations to a personal 
faith commitment”. Ebaugh et al. (2006) suggest examining the religious nature of FBOs in terms of three 
dimensions namely Service, Staff, and Organizational dimensions. Goggin and Orth (2002) advanced the earlier 
works on faith-based organizations and developed a scale named as Faith Integration Scale. This scale could 
measure the pervasiveness of faith in an organization. The scale comprised of five calibrations – organization, 
administration, environment, funding, and programme. Each factor was further elaborated to specify its 
composition. Aiken (2010) emphasized the effect of faith on six areas of the target community namely “change 
in the community; theology and development goals; selection of beneficiaries; programme design and 
implementation; staff motivation and faith in internal practice”. She also mentioned that faith was also cited to 
be the main source of motivation by the staff of a faith-based organization. Smith and Sosin (ibid) did an 
institutional analysis to describe the religious coupling in an organization that can be determined by resource 
dependency authority and organizational culture. James (2004) deduces from his study on Christian FBOs that 
faith impacts organizational dynamics in ten ways namely, “structural affiliation and governance; values and 
staff motivation; mission; strategy and theory of development; selection of partners and choice of beneficiaries; 
faith practices and teaching in programming; staffing and leadership; organisational culture and decision-making; 
constituency and sources of funding; and external relationships” (p. 12). Faith affects the organization in two 
main ways: in the organizational features and in the programme features.  

A Faith-based organization may not necessarily have all the characteristics discussed above or meet all the 
criteria to be identified as faith-based. James (ibid) points out that faith can affect an organization in “internal 
operations, leadership, relationships, culture and policies of an organization”. Jeavons (1994) mentioned that the 
religious practices observed by the staff are important elements in the organization decision-making. The 
beneficiaries or members may or not be a part of such rituals. Typical example of the staff religious practice 
within an organization is the time off for observing religious duty/prayer. Another symbolism is the start of any 
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meeting or important work with the recitations from the religious books. The intensity of observation of such 
acts depend on the influence of faith in the organization. So, in a highly involved organization, it may be 
mandatory for the staff to attend the prayers or rituals whereas it may be voluntary in other cases.  

 

Table 1. Influence of Faithin FBOs 

Sider and Unruh (2004) Organizational Characteristics (Mission statement, Founding Affiliation, 
Controlling board, Senior management Support, Personnel religious 
practices)  

Programme Characteristics (Religious environment, Program content, 
Integration of religious component, Expected connection between 
religious content and desired outcome 

Jeavons (1997, 2004) organizational self-identity, selection of organizational participants 
(staff, volunteers, funders, and clients), sources of resources, goals, 
products, and services (including “spiritual technologies”), information 
processing and decision making (e.g., reliance on prayer and religious 
precepts for guidance), the development and distribution of 
organizational power, and organizational fields (including program 
partners) 

Smith and Sosin (2001) resource dependency, authority and organizational culture 
Berger (2003) Not only in programmes but pervasiveness of faith 
Unruh (2004) Self-descriptions, sacred objects, invitations to religious activities, 

prayer, use of sacred texts, worship, sharing of personal testimonies, 
religious teachings, and invitations to a personal faith commitment 

Ebaugh et al. (2006) Service, Staff, and Organizational dimensions 
Goggin and Orth (2002)  Faith Integration Scale (organization, administration, environment, 

funding, and programme) 
Aiken (2010)  change in the community; theology and development goals; selection of 

beneficiaries; programme design and implementation; staff motivation 
and faith in internal practice 

James (2004) structural affiliation and governance; values and staff motivation; 
mission; strategy and theory of development; selection of partners and 
choice of beneficiaries; faith practices and teaching in programming; 
staffing and leadership; organisational culture and decision-making; 
constituency and sources of funding; and external relationships 

Source: Literature Survey 

 

2.3 Typology of FBOs 

Faith-based Organizations (FBOs) are not similar, homogenous lot. They vary in several dimensions as 
discussed in the previous section. More detailed explanations of the variations are present in various studies 
(Sider & Unruh, 2004; Clarke, 2008; Hefferan et al., 2009). However, there is one thing common among these 
organizations and that is the connection with faith. All the faith-based organizations have a clear connection with 
some religious or faith-tradition but in varying degrees. The variation is not just in degrees of affiliation but also 
by the virtue of differences within the faith. There are different strains of the same religious faith (Clarke, 2008). 
Due to this reason, several faith-based organizations hide their faith-identity. James (2009) mention that in order 
to enlarge the source of donations and diversify the personnel and to be able to work in diverse areas, some 
faith-based organizations do not use faith too explicitly. There are many classifications and typologies of 
faith-based organizations available (Table 2). However in terms of the nomenclature of the types of faith-based 
organizations the contributions of Goggin & Orth (2002) and Scott (2002) have been given great importance by 
Sider and Unruh (ibid). Monsma (1996) developed a “Religious Practices Scale” to describe the religiosity of an 
FBO. On the basis of the degree of religiosity, he called them High, Medium or Low faith-based. Monsma (2002) 
refined this classification in his later work and classified them as “faith-based or integrated and faith-based or 
segmented programmes”. Sider and Unruh (ibid) classified FBOs into five categories and Tadros (2010, p. 7) has 
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cited three types of Faith-based organizations categorized by UNFPA and also presented examples of each types. 
Clarke (ibid) classified FBOs as, “faith-based representative or apex bodies; faith-based charitable or 
development organizations; faith-based socio-political organizations; faith-based missionary organizations; and 
faith-based radical, illegal or terrorist organizations”. Bradley (2009) developed a continuum to place faith-based 
organizations according to how faith shapes their identity and influences their practice. Jodhka and Bora (2009) 
proposed a modified typology using Clarke’s typology (p. 8). Sider et al. (2002) named five typologies based on 
the presence of distinct religious symbolisms in the programmes.  

 

Table 2. Typology of FBOs 

Clarke (2008)  faith-based representative or apex bodies; faith-based charitable or 
development organizations; faith-based socio-political organizations; 
faith-based missionary organizations; and faith-based radical, illegal or 
terrorist organizations 

Monsma (1996) religious practices scale (high, medium or low faith-based) 

Monsma (2002) faith- integrated; and faith- segmented programmes 

Sider (2004) faith-permeated; faith-centered; faith-affiliated; faith-background; and 
faith-secular partnerships  

Tadros (2010) faith-based and/or faith-inspired development organizations; interfaith- 
or multi-faith-based organizations; local congregations; and ministries of 
religious affairs  

Bradley (2009) secular non-governmental organizations and denominational or faith-led 
organizations 

Jodhka and Bora (2009) faith-based charitable or development organization; faith-based 
socio-political organizations; faith-based missionary organization; 
faith-based cultural organizations; and any other faith-based organization

Sider, et al. (2002) integrated-mandatory, integrated-optional, relational, invitational and 
implicit 

Source: Literature Survey 

 

2.4 Significance of FBO’s in Development  

Jones and Petersen (2011) present review of the literatures on FBOs in their article. They comment “that there is 
a growing body of research on religion and development, primarily from development scholars and 
practitioners”. FBOs have been providing “education, health, humanitarian relief, and microfinance to hundreds 
of millions of people, substituting for absent governments across large swathes of the developing world” (Kaplan, 
2009). Tadros (ibid) present the various types of works being carried out by FBOs that constitute almost half of 
all the efforts. Tyndale (2006) has supported the role of FBOs in development and proposes that these 
organizations can prove to be an effective alternative to the mainstream counterparts. Narayan (2000) has also 
reported that FBOs are contributing more to development and have shown to be more effective. Lunn (2009) and 
Lybbert (2008) further add that FBOs play an important role in the formation of social capital. Marshall and 
Keough (2004) opine that these organizations have more affinity to the local people and have the potential to 
reach the grassroots. Clarke and Jennings (ibid) argue that religious organizations are rooted in the community, a 
rootedness that helps situate their work and makes them more effective. CIVICUS (2011) highlights that FBOs 
possess the best network for service delivery because the religious institutions are quite connected to the poor 
and they play an important role in the lives of the poor. In addition to this network, the FBOs can actually reach 
the donors of same faith across the world. Another point that adds thrust to the significance of FBOs is the fact 
that connection with faith is more profound in the developing countries (Goulet, 1980). James (ibid), Belshaw et 
al. (2001) and Haynes (2007) have highlighted the institutional advantages of FBOs. Wrigley (2011) mentioned 
several advantages namely “sustainable, efficient development services” “access to the poorest” “valued by the 
poorest”; “superb networks and global links”; and effective in “motivate (ing) volunteers, action and civil society 
advocacy” (p. 8). Tsele (2001) mentions that FBOs have positive connections with the poor because they try to 
relate with the target as “subjects” and not “objects”. UNFPA (2008) advocates the role of faith and chalks out a 
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strategy on how the government agencies and donors can partner with FBOs. Aiken (ibid) has noted many 
significant benefits of FBOs citing the works of (James, 2009; Clarke, 2008; Benn, 2005; Marshall, 2005) such 
as; “providing efficient, cost effective services, reaching the poorest, being valued and listened to by the poor, 
providing an alternative to a secular theory of development, igniting civil society advocacy and motivating 
action” (p. 3). 

3. Empirical Studies on Faith-based Microfinance 
Empirical studies dealing with faith-based microfinance are few. Vidal (2001) mentions that the main reason for 
the scarcity of empirical analyses of these organizations is the absence of any listing of such organizations at 
international, country or even state/county level. Still, the literature survey resulted in some prominent studies on 
these institutions. 

The conceptual aspects such as the role of faith in development, viability of FBOs in microfinance, significance 
of religion in micro-entrepreneurship have found due importance by many researchers. Ashta and De Silva (2011) 
reviewed the studies that took place on the role of religion in microcredit. They also described the broad contours 
of research in this area. Akdede and Hotunluoglu (2008) analyzed empirically the relationship between “the 
degree of religiosity” and “economic development” for Turkish cities with the presence of municipal authorities. 
Allen (2006) has discussed the potential of faith-based microfinance institutions in providing better access to 
financial services to very poor people than groups which borrow from banks and financial institutions. van 
Engelenhoven (2006) in his thesis examined the relationship between religion and economic activities of 
micro-entrepreneurs in developing countries who receive a micro-credit in Zambia. He finds that the female 
micro-entrepreneurs in developing countries are central and there is a positive relationship between religion and 
micro-entrepreneurship. 

In-depth analyses of the functioning, operating procedures and faith pervasiveness in FBOs are also found in the 
literature. Harper, et al. (2008) discusses FBOs based on Islamic, Hindu and Christian faiths. Shetty (2008) has 
also discussed the same faith-based microfinance institution associated with the Dharmasthala temple in Dakshin 
Kannada in the southern part of India included in Harper, et al. (ibid). Diklitch and Rice (2004) describe 
faith-based microfinance institutions in Africa. They mention about Menonite Central Committee as a different 
and more liberal Christian approach to development assistance. Harriman (2008) presents such institutions in 
Philippines and Thailand. Kaur (2007) analyzed the activities of COVA of Hyderabad, India. Mask (2000) writes 
about the microfinance operations of World Relief in his paper. Ashta and Deselva (ibid) have cited the case of 
Periyar community that runs microfinance institution named SNDP Microfinance in Southern India. Kessler and 
Arkush (2009) highlighted the operating details of a Christian FBO named Christian Aid. Fikkert (2000) 
describe a Christian FB-MFI named Evangelical Social Action Forum (ESAF) in Kerala, India. Clarke (2010) 
discusses the unique cases of inter-faith based organizations namely Muslim Aid and United Methodist 
Committee on Relief to demonstrate that the presence of faith has overall positive effect on the development 
activities. Bradley (2009) compared three types of faith-based organizations using a faith scale.  

The empirical assessment of sustainability, impact, and financial performance of FB-MFIs has been dealt with in 
some studies. Mersland et al. (2013) analyzed the performance of a sample of Christian faith-based microfinance 
institutions and compared them with the mainstream organizations. Reinikka & Svensson (2008) compared the 
effectiveness of faith-based and mainstream service providers. Their findings favored their assumption that 
FBOs are more effective than mainstream organizations. Aiken (ibid) examined the influence of faith identity in 
FBOs and found that it is a determining factor for the success of these programmes. Benthall (2008) supported 
the view that the relationship between faith and development is positive. Mc Keon and Madsen (2009) research 
and document the roles faith-based organizations (FBOs) are playing in Western Canada, especially in British 
Columbia and Alberta. Ndemo (2006) provides an in-depth analysis of the performance of faith-based 
enterprises operating in Kenya while Jodhka and Bora (ibid) provide an empirical analysis of the FBOs operating 
in the state of Maharashtra in India. The research is a part of a comprehensive study instituted by DFID. Bano 
and Nair (2007) provide a comprehensive analysis of the FBOs operational in South Asia. Noland (2005) 
presented the performance of economies that have influence of religion and this study has significant relevance 
to the study of FBOs. Llanto and Geron (2000) studied the operational features of FB-MFIs and commented on 
some important issues like the coverage of cost of offering non-monetary services like faith-teaching, spiritual 
activities etc. Fikkert (ibid) presented an in-depth analysis of various Christian FB-MFIs and suggested that the 
teachings of Gospel should be highlighted more in any humanitarian work undertaken by Christian FB-MFIs. He 
basically promotes faith-integrated institutions. Hovland (2005) analyses the tensions between the Norwegian 
Missionary Society and its dependence on secular funding from NORAD, the Norwegian government’s official 
development assistance agency. 
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Table 3. List of faith-based microfinance institutions 

S No Name of the institution Reported in Faith Location 
1.  SNDP Minimol and Makesh (2012) Hinduism India/Kerala 
2.  Akhuwat Harper et al. (ibid) Islam Pakistan/Lahore 
3.  Al Farz Foundation Khaled (2011) Islam Pakistan/Lahore 
4.  Al Khair Cooperative Credit Society Khan (2009) Islam India/Patna 

5.  
American Friends Service Committee 
(AFSC) 

Diklitch and Rice (2004) 
 

Christianity United States 

6.  CAPARV Harper et al. ( ibid ) Islam India/Imphal 

7.  Catholic Relief Services 
Harper et al. ( ibid ), Diklitch and 
Rice (2004) 

Christianity Various Countries 

8.  Chinmaya Mission Sidhabari Paul (2012) Hinduism India/Sidhabari 

9.  Christian Aid 
Kessler and Arkush (2009), 
Harper et al. (ibid) 

Christianity UK/Oxford 

10.  COVA Harper et al. ( ibid ), Kaur (2007) Islam India/Hyderabad 
11.  ESAF Harper et al. ( ibid ) Christianity India/Chennai 

12.  Islamic Relief Worldwide 
De Cordier (2009), 
Kirmani and Khan (2008) 

Islam UK/London 

13.  LEAP Harper et al. ( ibid ) Christianity Liberia/Monrovia 
14.  Lutheran World Relief (LWF), Diklitch and Rice (2004) Christianity USA 

15.  
Mennonite Central Committee (MCC) 
 

Diklitch and Rice (2004) Christianity North America 

16.  Muslim Aid  Clarke (2008 ) Islam UK/London 

17.  Muslim Fund, Deoband Khan and Nisar (2004) Islam India/Deoband 
18.  Oxfam Bradley (ibid) Christianity UK/Oxford 

19.  Shri Kshetra Dharmasthala Rural 
Development Program 

Harper et al. (2008), Ashta (2010), 
Shetty (2008) 

Jainism India/Mangalore 

20.  Tearfund Wrigley (2011) Christianity UK/Teddington 
21.  The Holy Cross Social Service Centre Harper et al. (2008 ) Islam India/Hazaribagh 
22.  United Methodist Committee on Relief Clarke (2008) Christianity USA/New York 
23.  Village Development Project Bradley (2009) Hinduism India/Jodhpur 
24.  World Jewish Relief Kessler and Arkush (2009) Jewism UK/London 
25.  World Vision Diklitch and Rice (2004) Christianity USA 

Source: Literature Survey 

 

4. Discussions and Conclusions 
Faith and development have been operational for a long time but their association was subdued because of the 
existing taboo. However, the need for alternative models of poverty alleviation and the gigantic task of 
eliminating poverty, enshrined in Millennium Development Goals, has opened the doors for this model. In the 
past few decades, the literature on Faith-based organizations has appeared in significant amount. These 
organizations have the potential of adding a lot of value in the area of microfinance in the form of social capital, 
linkage with the community, reputation and cost efficiency. The literature review shows that there are limited 
studies on the detailed performance of these faith-based microfinance institutions. Comparisons of the 
performance of faith-based microfinance institutions with their mainstream counterparts are very few. The 
various aspects that need to be probed are the sustainability of these institutions, impact of faith, value addition 
to microfinance, and the inherent challenges. 
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