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ABSTRACT

This study was carried out to exanm the soci-economic
characteristics and livelihood of rural housels, to investigatethe
effects of PACT microfinance program on participdrausehold: to
access thenfluencing factors of annual household income amajor
determining factors of partpating in PACT microfinance program
Kyaukpadaung Township, Mandalay Region. In thisdgthousehold
were differentiated into participe and nonparticipant househol: in
PACT microfinance program. The primary data werkected from 6(
participant haseholds and 129 n-participant households from <
villages in October 2014. Comparison analysis, ipleltregression mod:
and probit regression model were used in the dab/sis.

In both types of households, while farming wasniagor source o
occupation, norarm job became the secondary. In the study areat
households were still suffered from poverty anddfqmverty, in the
meantime, migration rate was rather high in bothsetolds. In additior
participant households suffered from moralth and social shock. Bo
households had applied borrowed moascoping strategy if they face
shock. Half of participant households hincreaseincomes, better foo
intake, more educational expense, improved housnmglition, increase
job opportuniies and more participation in social activities rogans o
microfinance program. However some participant bbokls facel
repayment problems and were not satisfied with ezurinterest rate
High proportion of credit ilization in home consumption w also a
critical problem of indebtednes

By means of the income function analysis, househadme was
positively related with age, family size, r-farm income and farmin
household. For microfinance program participatitaius, female headt
househalls and small farmers were more rested in microfinanc
program. Husehold income was largely incred by farming and nc¢
farm jobs. Rural households who had big family members ea
significant income, however, they still relied oncrofinance progrm.
The sources of income did not influence the househncome.
Households with larger credit amount and more ssuaf credit wer
actively participating in the microfinance progr:
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CHAPTER |
INTRODUCTION
1.1 Background of the Study
One major issue facing poor people in developingntes is thei

lack of access taredit through formal lenders and financial ingtdgos,
implied by their lack of physical collateral. Thimakes poor peop
particularly vulnerable to income shocks and haggative impact on the
entrepreneurial activities and investment ratesis may also hampe
economic gowth and development (Berggr2012). Poverty reduction h
been the main agenda of most developing countMicrofinance ha:
become a widely accepted and effective po-alleviation instrument fo
capitaldeficient peoplen developing countries. It is a major developme
intervention for income generation and poverty \aéigon (Panda 2009;
Desilva & Denbyl1992)

In a developing country context, credit is an intpot instrument fo
improving the welfare of the poor dctly (consumption smoothing th
reduces their vulnerability to sh-term income shocks) as well as
enhancing their productive capacity through fineaganvestment in hume
and physical capitalKhandker et al.1995). As a measure of reduc
poverty most of the developing countries have adopted system o
empowering the individual. As a means of helping thdividual, the
Government, NorGovernmental Organizations (NGOs), Rural Banks
Commercial Banks have been giving these individaatae mount of help
in the form of capital. This is to help the indivel to start some incon
generating activities so as to save them from )

Microfinance is the provision of financial servicts low-income
clients or solidarity lending groups including fars, consumers, and t
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self-employed, who traditionally lack access to bankang related servic

(Christen et al. 200« More broadly, i is a movement whose object i
world in which as many poor and n-poor households, and farmers
possible have permanent access to an appropriage raf high quality
financial services, including not just credit, la$o savings, insurance, a
fund transfers. Those who promote microfinance galydoelieve that suc
access will help poor people out of pove

Feder et al(1990) stated that microfinance is basically dedigr
poverty reduction and social empowerment with ititenof providing credit
to the poor, which in turn can be used for incoraaggating activities suc
as investment in small business, investment insceop animal productio
expansion of farm enterprises or for the paymentholdrer school fees
among others.

In othe words, microfinance program is de<ed to suppo informal
sectors that often have low return and low marlehahd as well as po
women who are left out of the formal financial gyst This is importar
because poor households often face difficulin accessing credit froi
commercial banks and local moneylenders, due % ddcassets to use
collateral or large interest rate charge, creditk@iaimperfections, cred
rationing that might occur due to factors such aweese selectior
asymmetrianformation, or government policie

Microfinance has a huge impact on the Iiof millions of poor
people. Numerous scholars and NGOs have been wgorkmn take
microfinance within the reach of poor people, wie still not benefited b
the conventionafinancial system. It was believed that microfinaneaot
important for all people but most groups can beénfedim this idea. Thi

scope of microfinance also involve the provisionfiofncial services suc
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as deposits, loans, payment services, monmnsfer, and insurance to pc

and low income households and farmers among othldrese financie
services are provided by three types of sourcey, dhe

a. Formal institutions, sucas rural banks and cooperatives

b. Semiformal institutions, such asnon-governmental organizatiol
(NGOs) and

c. Informal sources sucls money lenders and shopkeepers

In Myanmar, despite recent economic growth at tagonal level,
poverty remains one of the major challenges as mhajof the poor
populations live irthe rural areas (UNL 2012).Poverty is twice as high |
rural areas, compared to urban areas with wideonadjiinequalities i
human development and Millennium Development G6IDG) indicators
The headcount index of focpoverty is generally higher States than in
Regons and higher in rural th in urban areas.

World Bank estimated that in 2012, 67% of total yapon live in
rural areas and depend on agriculture for theelimods in Myanmar. Th
country is ranked 149 out of 168 countries the Human Developme
Index (UNDP 2012Based on 2011 UNDP’s HDIlabout 47% of
thecountry’s population lives on less than $1.25 pery Takamats
2012)The national poverty rate is estimated to be 258weRy incidence i
higher in rural thann urban aras with rates of 29% and 15% respecti
(Duflos et al. 2013).

Also, the main problem of poor people in Myanmarthe lack of
enough moneto purchas their basic needs. They cannot establish their
enterprises because they lack enough amount of ynonmvest in sma-

scale businesses. They have to borrow a ceamount of money even

Page3
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crop harvest. Also, they need money for paying atioc fees for thei
children.

Because of the multidimensional features of povétrig important tc
note that any poverty reduction strategy in Myanemsrelsewhere in oth
developing ecoomies cannot be divorced from adequate provisib
financial services to the poor at a minimum cosemable them engage
productive activities. In this regard, microfinanisethe form of financia
development that has its primary aim to allevie poverty and also whic
Is significant source of finance for poor, lowecame people in Myanmi
1.2 Microfinance in Myanmar

As involved in the least developed countries, Myanm desperatel

needed to fight the poverty, and focus on the ecom@nhincement of the

rural people is the priority of the Government pgplas well. Microfinance i
widely seen as a key development tool to promatanitial inclusion an
alleviate poverty in Myanmar. Although many devahgp countries hav
been experiencing avious methodologies of microfinance projects
research outputs, Myanmar still remains behindheft

There is great need to expand poor people’s actedmancial
services in Myanmar. As per recent surveLIFT 2012 & IHLCA 2010),
over 80% of potetial clients are excluded from formal access teditr
deposit and other financial services such as ime@sand remittances, a
also it was found that t most common sources of loans come f
relatives, friends, traders and moneylenc

The most significant regulatory obstacle to the ellgyment o
microfinance in Myanmar is that formal financiasiitutions are not allowe
to provideuncollateralied credit.As a consequence, millions of small ¢

micro-entrepreneurs have to rely onormal money lenders or pawnshc
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for credit, with average reported monthly interestes of around 209
Farmworkers or labourers can also informally borrownfrdarm/lanc-
owners for similar interest rates, without collate(ACTED 2010)In
November 2011the government passed the new Microfinance Lawing
the way for expansion of microfinance services Hligpwang local anc
foreign investors to establish wholly privately @ microfinance
institutions (MFIs) in countr According to the law ofinancial Institution:
of Myanmar,all credit has to be collateed either with real estate or by
fixed deposit accoun

To respond to tr regulatory bottleneck and to foster econo
growth, microfinance was first introduced to Myamma 1997 by UNDI's
Human Development Initiative (HDI). As part of HDB number o
microfinance initiatives were implemented througarious internatione
NGOs (INGOs) suclas Gramee Trust, GRET and PACTn the Delta are
(Ayeyarwady Regin), the Dry Zone and Shan St Later on, other INGO
also began providing microfinance services as @htheir broader povert
alleviation intervention

Less than 10 percent of adults have access to a d=dunt in «
population of 51 million people. Most people getiis anddomestic
remittances from informal sources. The Myanmar égture Developmer
Bank offers financial services to over 1.7 millidéarmers but does n
operate commercially. Several international NGOd danor projects (se
Tablel.1) providauncollateraized credit to the poor such as PA, which
has over 0.35millioclients thanks to major long term UNDP Microfinat
project amounting to over US{ million since 1997 (Duflos 2012

By January 2014, a total of 189 institutions wexgarted to have bet

licensed under the law, although many were coopematifunctioning
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primarily in urban ares. It is estimated by Duflos etl. (2013) that 2.

million clients were served by microfinance operas in 2012, with a tot:
loan portfolio of US$ 283 million. Te key agencies operating in the rt
microfinance sector are summarized in Tal.1.

Table 1.1 Institutional microfinance activities mapping in 2012

Active Outstanding

Establishec Targeted :
borrower loan portfolio

Organization

population (No.) (000'MMK)
AMDA 200z Beneficiaries of 1,51( 55,109
AMDA's NGO
programs
GRET 199t Poor people in 6,15¢ 840, 041
rural area
PACT 1997 Poor people to 365,41( 52,701,000
(UNDP facilitate the
projects) growth of their
PACT 200~ micro enterprises 57,12¢ 4,234,502
(non-UNDP )
Save the 200z Poor women in 7,731 367,747
Children peri-urban area of
Yangon
Total (Yadana 1997 Poor and middle 1,197 165,077
Suboo poor individuals
microfinance) wishing to start
or expand
microenterprises
World Vision 199¢ Beneficiaries of 13,28: 1,910,033
other World
vision programs
Total 452,41¢ 60,273,511

Source:Microfinance in Myanmar Sector Assessment, :
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The main objective was to progressively developallgcmanager

selfsustaining microfinance operation provide the needs of the pc

households. Three major goals of microfinance gtajeMyanmar are

»  To build financial capital in the form of crednd savings for the po

»  To develop and build financial institutions in tleem of microfinance
organizations.

»  To advocate for the emergence of a brbased microfinance seci
As of January 2014, there are a total of 189 liednsicrofinance

institutions (MFIs) in Myanm: and these include:

> Stateewned banks such as the Myanmar Agriculture
Development Bank (MADB

> Governmental organizations such as Myanmar Smahg&dcnterpris

> Political organizations such as the Union Soligafevelopmen

»  Approximately 60 specialized agricural development compani

> Cooperatives supervised by the Ministry of Coopees

> Financial cooperatives organized under the UnionSatings ani
Credit Federatio

> Non-governmental Organizations such as PACT, GRET, &\
Vision, Save the Children, andoximity UN organizations such
United Nation Development Program (UNLC

> Multi-lateral entities such as the World Bank and the sGbbative
Group to Assist the Poor (CGA
In  Myanmar, microfinance programs sponsored by local -

government organizationand international nogevernment organizatiot

havecreated important influences on the economic amthsbves of pooi

people. But the magnitude of its impact is differérom those in othe

countries, reflecting specific situations in Myammilany pograms have
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both positive and negative impacts on borrowerssitRe impacts ol
borrowers are empowerment of local people, increagseome, initiation o
small business, provision of job opportunities, @&mement of vocation
skills, and so on. Theegative impacts are increase in w-loads for
women, repayment and indebtedness. In some casefinance forces th
borrowers to waste time because of obligatory ddane to weekly meetir

Among various States and Regions in Myanmar, gaml that the
regions located in the Dry Zone remain under ther@oconditions in term
of economic performance and local peoples’ livitendards. Therefore, .
many microfinance programs are implemented, itriscal to reveal the
problems and issues ated to microfinance programs in this reg
However, in the time when the attention of the wdnhs shifted towarc
Myanmar with increased number of foreign investnadfdr, it is importan
to understand whether previous intervention prejestich ashe INGO'’s
microfinance programs have impact on the welfarehafiseholds in th
country.

1.3 Problem Statemen

Lack of access to credit is generally seen as érleeomain reasor
why many people in developing countries remain p&sually, the poo
haveno access to loans from the banking system, be¢hageannot put u
acceptable collateral and/or because the costddnks of screening ai
monitoring the activities of the poor, and of ewfog their contractsare too
high to make lending to thigroup profitable. ldwever, the poor i
developing countries heaved a sigh of relief ag tbentinually gainet
access to small loans with the help o-called microfinance programm
Microfinance is now being considered as one ofrtist important andn
effective mechanism for poverty alleviation. As Myaar is one of the le:
developed countries, me Microfinance programs were operated
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Myanmar since 1997 by UNDP Human Development lingaproject. Sc
many INGOs and NGOs currently carry out hand itsrelated activities i
the Dry Zone with the title of poverty alleviation and commun
development.

Dry Zone is one of the poorestt most densely populated reg of
Myanmar. According to UNOPS (20), average incomes are not suffici
to coverbasic needs for food, clothing and shelter. Ac¢essducation an
health services are likewise greatly restricteegydhd this, employment ai
income opportunities are limited. Study area, Kymdaung Township
included in dry zone area of MyanmeWater is scarce, agricultut
productivity is low and much of the natural envimment is severel
degraded. Therefore most of the population of thea as landless, ar
depend upon seasonal farm labor to survive. Thexefimost householc
capture any typeof job for their livelihood. So, their livelihoalstems ar
different from each other. Based on these factsag decided that to stu

the socioeconomic characteristic and livelihood of rural seholds of this

area.

Formerly most of the villagers in thDry Zone area depend «
agricultural work for their livelihood. Majority diouseholds depend mair
on crop income followed by n-farm income, offlarm income, salary ar
service income, migration income, and homsiness income. Nowaday
due to the impact of uncertain rainfall, their helusld incomewhich related
with agricultural field work i less significant and some household d
income shortage problem. Therefore each househbidhwiaced incom
shortage wblem used various ways to solve this problem. Agn¢them
some householdsorrowed money from microfinance program and used
various activities to solve this proble And somevillagers migrated to othe
places and countries to work as causal lal for their livelihoods. It i also
required to discover tl factors thatnfluence the annual household inco

Majority of the households in this area were sibetbw the povert
line. Therefore Partner Agency Collaborating TogettPACT) Myanme
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which is one of the DryZone Microfinance Organization was implemer
since 1997 in Kyaukpadaung Towns aimed to enhangaoverty alleviatio
In rural area of Myanm. In the study area, at this time, 333 villages®9
out of 339 villages were participated microfinance progran
Consequently, program implementation in the stuey avas about 17 yee
long. Therefore, it was enough time to investigatee impact o
microfinance program on the livelihood of partiapaousehold

In the study area, some heholds were participated in microfinar
program and some are not. Each household had seeasons for tha
According to pilot survey result 40 % of householdthin the village took
the credit from microfinance program and the r60% of householc did
not take credit from microfinance progr: It is also needed to identify tl
factors that affect participating and not partitipg in microfinance
program.One thing thatack in microfinancanstitution ir Myanmar was
assessment of microfinance gram on participant households aalso
needed to find out the opportunity and constrof microfinanct program
on rural householdsThese are maj reasons to do this study. Ba on
these problems tHeur main objectives were laid down as foll

1.4 Objectives of theStudy
The overall objective of the study to assess theural livelihood in

Kyaukpadaung Township as affected by PACT microfaea prograr.

Specific objectives ar

1. To study the soc-economic characteristics and livelihood of rt
households in the selected a

2. To analyze the effe of PACT microfinance program on participe

households;

3.  To assess the determinants of household anmahiE and

4. To examine the influencing factors cparticipaing and not
participating inPACT microfinarce program in the selected a
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CHAPTER Il
LITERATURE REVIEW
2.1 Definitions and Concepts of Microfinance

Microfinance, according to Otero (19, is “the provision of financie
services to lowncome poor and very poor ssemployed people’Colombet
andSchreiner (2001) defiild microfinance as “the attempt to improve acc
to small deposits and small loans for r households neglected by ba”.
Therefore, microfinance involves the provision imiahcial services such
savings, loans and insurance to poor people livingoth urban and rur:
settings who are unable to obtain such servica® fitee formal financis
sector.

Microfinance refersto small scale financial services for both cre
and depositsthat are provided to people who farm or fish ordheperate
small or microenterprise where goods are produced, recyclediregpar
traded; provide services; work for wages or comions; gain income fror
renting out small amounts of land, vehicles, daafimals, or machinery ar
tools; and to other individuals and local groupsdeveloping countries i
both rural and urban are (Robinson 2001)Microfinance has also be
defined aghe means by which poor people convert small suimsianey
into large lump sums (Rutherford 19¢

Microfinance is a broad term that includes deposttans, paymer
services and insurance to the poor. In genera,dbincept is understood
providing poor families with small loans to help them to eygain
productive activities or expa their tiny businesses (Jos®)06). Similirly,
microfinance as defined bAsiama and Ose007), encompasses 1
provision of financial services and the managenw small amounts c

money through a range of products and a systemtefmediary function
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that are targeted at low income clients throughptmvision of small loan
and other facilities like savings, insurance, tfanservices to poor lc-
income houdeold and microenterprise

One of the main components of microfinance
microcreditMicrocredit is also referred to as microfinance amdro lending
which has demonstrated to be an effective toolh@ ongoing struggl
against poverty and enables thwithout access to lending institutions
borrov and start small business (A 2005)It is the extension of small loa
to entrepreneurs, who are too poor to qualify faditional bank loans
Especiallyin developing countries, miccredit enables veryoor people to
engage in selémployment projects that generate income, thuswaidbp
them to improve the standard of living for themsshand their familie
Microsaving is also a microfinance service that allows impaostesd
individuals to safeguarmoney and other valuables items and even
interest. It allows a lump sum to be enjoyed infatin exchange for a seri
of savings made nogAyertey 2008.

Insurance is an important service in every aspeltteo It therefore i<
not surprising thatnicro-insurancas also a component of microfinance. |
the provision of insurance to l-income households. Poor households
especially vulnerable to risk, both in the forrnatural calamities as well
more regular occurrences of illness ancidents. Microfinance Institutior
(MFIs) have played an active role in reducing oot@cting against thi
vulnerability through providing credit for increagi income earnin
opportunities and through providing savings sewvite build up resource
thatcan be drawn down in cases of emergel (Ferka 2011.

In the literature, the terms microcredit and micrahce are often ust

interchangeably, but it is important to highlighetdifference between the
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because bothterms are oftenconfused. Ayertey 20(8) stated that
“microcredit refers to small loans, whereas miarafice is appropria
where NGOs and microfinance institutions (MFIs) @ement the loan
with other financial services (savings, insurancetc)”. Therefore
microcredit is a componentf microfinance in that it involves providir
credit to the poor but microfinance also involveddifional nor-credit
financial services such as savings, insurance@enaid payment servic.
The microfinance as a prcct has several characteristicThe key
characteristic of microfinance entails little amtauof loans which are give
to individuals and groups to help them start someome generatin
activities. Little savings over time is also anegrtal aspect of microfinan
as it serves as secty for the poor households and also helps t
accumulate substantial capital to overcome theitalaconstraints. The loe
which are given out are also slI- terms loan which is usually up to the te
of one year. Payment schedules are usually on basis. Instalments ma
up from both principal and interest, which amodize course of timeEasy
entrance to the microfinance intermediary savedithe and money of th
client and permits the intermediary to have a battea about the client
financial and social status. In terms of applicatioa thents need not ¢
through the cumbersome procedi which arerequired in the tradition:
commercial banks. There is also short processingpgse between th
completion of the application and tdisbursement of the loan. No collate
Is required contrary to formal banking practicesstéad of collater:
microfinanceintermediaries use alternative methods, like, gsssments
clients’ repayment potential by running cash flomalgses, whic is based
on the stream of cash flows, generated by theiaesvfor which loans ar

taken. The use of tapered interest rates decreagmgst rates over seve
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loan cycles as an incentive to repay on time. Laige loans are less cos

to the MF| so some lenders provide large size loans onivelatlower
rates. The clients who pay on time become eligibterepeat loans wit
higher amount¢Ferka 2011.
2.2 Impact Assessment aMicrofinance

According to Debadutta(2009), impact assesent refrs to the
assessment of how financial products and serviffested the lives of th
poor. Impact assessment is the measent of the income growth, as
growth and vulnerability reduction of theor by the microfinance pgram.
The indicators forimpact assessment are not liedit to economi
development but extended to developmental grovken tealth, educatiol
empowerment, gender, ¢

Impact assessment can be done through using qivalias well a
guantitative data collection tools. The ctative tools are Participatol
Rural Appraisal (PRA), Rapid Rural Appraisal (RRpgrsonal discussion
observations, etc. Quantitative impact asment requires variot
mathematal, statistical and econometric models for analysi dat. In
many micofinance prograis, both qualitative and quatatiive methods ar
jointly used for overall impact assessm

An impact assessment (IA) is a study to identifanges that result
from a programby employing methods to establish reasonable assmt
between changes experiencend participation in the progre. A simple
paradigm for an impact assesnt is: X causes Y or a progr. results in
changes. In reality, however, other factors inteevt® influence the impac
(e.g., age, education, gendand roleof enterprise income in the househ
location of the enterprise). Also, Y may happemrspective of X, so it i

necessary to pay attention to attribution and auleplausible rival reasot
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about why the changes may have occurThe level and nate of program
participation should affect the impacts of the pamg, so this needs to
taken into account. Impact Assessment may linknatitutional review o
program components and procedures with client léatd to determine wh
is working well anl what can be improd (Barnes an&ebstad 200(

The measurement of the impacts of microfinanceggtsjis obviousl|
fraught with a number of methodological problemae@uch problem is tt
difficulty of estimating th counterfactual situation in ordey compare with
factual conditions of the target group. It is emaging to note, howeve
that in recent years some progress has been madeeweloping
methodologies that address this problem. In faotpaict assessme
methodologies are being improy through the application of methods i
“with” and “without” approach and p-project baseline studies. T
methods help not only in assessing the counteudhsituation but also i
reducing errors associated with memory difficu of respondents (Nser
and Kalton 1971).

According to Gaile ar Foster (1996)making a case that articular
microfinance progra led to an observed or stated change can be dc
several ways. Approaches can vary in their levetahplexity. Comple:
approaches, for exeple, may involve econometric models that req
rigorous assumptions about behaviors to obtainrebmbechanisms ar
parameter estimates. The use of this approach resqkinowledge c
production functions, utility, and other econometconcepts that ny be

unfamiliar and offputting to many potential users of impact assests
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2.3 Impact of Microfinance in Different Levels

Accordng to Dunn (2002) and Cohen Bourjorjee (200), Impact
Assessment (IA) for microfinance can be carriedaiuhree different leve
i.e. household leveindividual leve and enterprise level.

Household Level: The impact assessment progs should capture tt
changes in the household el due to micrbnance progral. The household
economic positions like income, expenditure, agsesition, livelihooc
portfolio, etc. may be changed over time due to ittegeasing access
households to microfinance products and servicdse Psych-social
changes came experienced at the household level i.e. chand#eracy,
migration, gender equality, health, social stagis, Some of the importa
changes are:

» increasingm the level of household incol
» greater diversification ithe sources of househalttome

» increasingn household ass, including improvements in housi

» increasingn major household ipliances and transport vehic

» increasingn microenterprise fixed ass

» increasingn expelditures on children’s education

» increasingin expenditres on foodgespecially among the very p

and

» increasingn household’s effeiveness in coping with problel
Individual Level: In general, effective microfinance progres bring a
positive change in individual level. It developsmmagerial ability amor the
beneficiaries and increases status and positioomigtin the society but als
in the house/family. The increase in capacity dmweknt due to

microfinance progras leads to a change in individual income le
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accessibility, equity and equality to the househatd also in communit

assets, etc. Some of the important change
» increasingn the client’s control over resources and inconit@iw the
household economic portfo
» increasing selésteem and respect from others
» increasingincidence of personal savings; and better positrom
which to deal with the futurthrough more proactive behav and
» increasingconfidence leve
Enterprise Level: Microfinance programs ihdence microenterpris
operations i.e. change in profits, scale of opensti diversifications, ef
» increasing in microenterprise reve
» increasing in enterprise fixed assets, pecially among repe:
borrowers
» increasingin the paid and unpaid eloyment generated by tf
enterprise and
» Improvingin the transactional relationships of the enteg
2.4 Empirical Review of Previous Studies in Other Counies
Nanor (2008) analyzed t impact of micréinance on householin
eastern region of Gha. The impacts were measured by variables
household income, expenditure on food, expendibarehildren educatiot
and expenditure on n-food items. In this study the impact were meas
by comparing the means of the treatment group iggaahts) witl control
group (nonparticipants).The results showed that there wasisstally
significant difference between the average houskldome of prograr
households and ngorogram households. In the casechildren educatiol
expenditure, participant hotholds had greater mean expenditure than

of nonyparticipant householc One of the most important as of any
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microfinance institution waso reduce poverty among the poor. Whel

comesto poverty reductic, one of the issues which stands tall is ing
poor households get enough food to reduce malimunrThe resul of all the
estimation for food expenditure show that microcredit increast
entitlement on food throur increase in income of progri households and
these households can afford more to expend on

Income is one of the most important indicators teasure soc-
economic status of the peopleAshraf et al.(2008)Barnes et a(2001),
Dupas and Robinson2008), Nanor (2008) exploredhe impact of
microcredit on household income. The available eviddrara these sidies
suggested that microredit hal both positive and negative impacts on
incomes of poor people, in one instance both isingaincomes an
decreasing incomes.

Regarding household iome, the one study that explo the impact
of microcredit directy on household income, revee inconsistent evidenc
with clients’ household income significantly hightwan that of nc-clients
within two of the four districts eamined, but significantly lowed in the
other two (Nano2008)

Microfinance interventions hi also been shown to have a posi
impact on the education of clients’ ildren. Littlefield, Morduch an
Mesbahuddin(2003) statd that one of the first things that poor people
with new income fom microenterprise activities w to invest in thei
children’s education. Studies shed that chillren of microfinance clien
weremore likely to go to school and sedlonger in schoc than children of
non-clients did.Again, in their stud) client households were found to

investing more in education than I-client households.
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Littlefield, Murdoct andMesbahuddin (2003) also acknowled the
sparse specific evidence of the impac microfinance on health but whe

studies had been conducted they conclude, “houdgehail microfinance
clients appear to have better nutrition, healtlcicas and health educati
than comparable notlient households

Microfinance programmes were knn to support poor individuals
households’ smooth consumption during an adversekstccess to cred
may help them to avoid distress through sales eétas and to replac
productive assets destroyed in natural disastersri@VWBank 2002)
Moreover, provision of to meet unexpected demands for casthout
having to sell or pawn key incol-generatingassets or withdraw childre
from school. Voluntary savings may also lower tis& of savings increase
the absolute amounts saved, and enable lump sueméipre the otherwise
would not be possible (Barnes 1996). Financialisesvprovided on a time
basisare a way for poor people to turn many srsavings into largdump
sums that enable ¢im not only to protect against risks, but also ake
advantage of investment opportunities when present themselve
(Rutherford 1995).

Chen andSnodgrass (1999) carried out impact assessmerny sit
SEWA Bank in India at three different levels iat household level,
enterprise level and at individual level. Studyeaed that partipation in
microenterpriseservices leads to an increase ire level of househol
income, inprovement in housing, increase in microenterpriseemues

increase in selésteem and seconfidence, etc.

Ansera (1996) reviewed various methods and teclesigi collection

measuring and analysis of household income. Moshade for measing
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income werebased on respoentrecall of relevant data, and w typically

subject to consetrable inaccuracy and distortion due to recallrerr8ome
of the indirect or alternative methods used for soeng household
economic status we wealth ranking technique, household assets

household expenditure, microerprise income, etc.

Barnes et al(2001) pointed out that participation in the mianahce
programs results in clients’ acquiring valued skdhd knowledge. In a s-
assessment, clients mentioned that acquiring sswskglls and gainin
businesgelated knowledge and skills were arg the most importar
positive results of participation in their credrogram

Health and education are two key areas of-financial impact o
microfinance at a household level. Wright (200@%ed that from the littl
research that had been conducton the impact of microfinanc
interventions on health and education, nutritiomadicators seeed to
improve where MFIs have been workit

Robinson (2001) studied 16 different MFIs from aler the worl.
His results showethat having access to micrnance services had led to
enhancement in the quality of life of clients, arcrease in their se
confidence, and had helped them to diversify tHeielihood security
strategies and thereby increase their inc

Coleman (2001) analyzed a microfine program in Northea
Thailand. He attributed the negative impact tosgimall size of the loal that
werebeing too small for investent and so thewere used for consumptic
and households turned to moneylenders to finareesirayments, leading

a vicious circle.
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The impact of ricrocredit on household income was the main are
concern most donors and microfinance practitio Impact assessment
microfinance program on household income was donesdsious ways
Some researchers analysed theact of microcredit on household incol
by mens of econometric model. Ahnet al. (2011)analyse influencing
factors on household income in Panchagarh DisincBangladesh. Th
name ofvariables used for the study were age of responds#atus o
marriage, level of education, total family membenumber of earnin
members, occupation of respondent, monthly incorhehusband an
monthly income of respondents. Among the indepenganables, age ¢
respondent, occupation of respondent and monncome of husband we
positively and significantly related with househatidome but marital statt
of respondent was significant negativ

Nanor (2008) also examined influenc factorswhich are likely tc
Impact on household income by meansmultiple regressions in selec
districts in eastern region of Ghi. Some variables which used in the st
wereage of respondent, status of marr, shock in last six month
remittance moneyhousehold size, number of other household bonr@nd
the number of household members who earn wremittanci money from
friends and relative elsewhere and total amountredlit taken. Fronthis
study it was found that household income was neglg and significantly
related with age and marital status of ondent. However remittance a
total amount of credit taken were negativ and significantly related wit
household incomeThis study not only examined influenc factors of
microfinance progam on household income but also estimated determ
factors, which influence microfinance market papttion. Participation wa

determined by householcharacteristics andlso by the institution whic
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selects clients according to a set of critern this study 10 independe

variables namely ai, status of marriagerepayment ability, househc
income, total household expenditure, monthly pjoccupation of th
person who took the cre, number of dependents , purpose for which ci
was taken and distance from clients house to were use( From this study
it was found that household income, total housekajaenditur, repayment
ability and occupation of the person who took thedit were positively an
significantly related with participation in microfnce prograr

2.5 Empirical Review of Previous Studies in Myanma

In Myanmar,althoughmicrofinance program operation was long ti
and wide spread in the country, the quantity oéarch which was evaluat
by researcher was very little at present situatidxssessments «
microfinance programs were d¢ by some researcher by means
guantitative and qualitative methods such as dasei analysis
econometric analysis and SWOT ¢ysis etc. Someesearcheemphasized
on Myanmais microfinance sectcwere brief as followed.

SanSan Aye (2011) performed a researchich analyzed the impa
of PACT/Myanmar microfinance progre on living condition of members |
Ayadaw Township Sagain Region. In this studythe improvement c
PACT/Myanmar microfinance project, iome, housing conditiol
purchasinghouse, food, clothing, health and children educationdition
were analyzed by descriptive metl. All sample respondents we
improved in hcome and they increased in productive employm#afatmen
can make decision and they can participate activegocial and econom
activities. Yazar Hein (2012) investigatincome comparison of participa
households with noparticipant househol in Palokku Townshi|, Magway
Region.This studyfound that participant househs had higher percel
change in crop income and average il household income th non-
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participants hadMoreover, participant group had significantly ahvement

in trainingprograms and they had increased awareness in elchange

Nem Nei Lhing (2009) carried oiinfluencing factors of taking loe
on PACT microfinanceprogramin Kyaukpadaung Township, Mandal
Region. t was found that marital status of respons, gender, educatic
level, number of croj grown technology adoption and establishing r
business were positively and strongly associatddl waking loan. Famil
size, age of responds and land holding size were highly significi
variables but havingegative impact on the progr: participatior.

In Bogalay Township, Ayeyarwady Reg “Assessment c
Microfinance Groups in Myanmar” was done Tun Tun Naing (201. In
this study socia@conomic conditions of individual household memiwere
examinedby means of descriptive statistics (frequency, @atage). Fo
gualitative analysis such as PRA, SWCanalysis an focus group
discussion wereapplied in this stud It was obvious thattheir socio-
economic conditionsf member were increas«compared tcefore joining
the group Although other members seento not improve their livelihood:
because they did not properly apply on loan uticrg spending more c
consumption rather than investing in income ger@rakey findings of this
study indicated that microfinance service enable to the livelih
enhancement of the rural poor if they perform prdpan utilization

According to previous studies, most of the impastegsment resear
in Myanmar used descriptive analysis. However, saemearche used
econometric methods to explore the impact of minesfce prograrmin the
previous studiegmpactassessment of microfinance program on livelih
which jointly analysed influencing factcon income and major determing
factors to joinin microfinance program has nioivestigated ye. It was major
reason to conduchis researcl

&>; AGIAR
%\@ _ K’ Australian Government
Research that works for developing e ee—e—e——————

% countries and Australia " Australian Centre for

International Agricultural Research

aciar.gov.au

Pagez 3



CHAPTER I
RESEARCH METHODOLOGY
3.1 Study Area

3.1.1 Generaldescription of the study @ea

Rural poverty in Myanmar is largely a function aick of resource
endowments. According to the UN-supported household surviin 2011,
overall poverty was 26 percent in 2009, with siguiftly higher povert
concentration in rural areas (29 percent ruralléspercent in urban area
Dry Zone is one ofhe poorest but most densely populated regior
Myanmar. Most of the poorest live in the central done (where soils a
sandy, rainfall isow and population dens is high). Nowadays, pover
alleviation together with livelihood security ofral people becomes it
major issuein rural development. Microfinance is now practgimand
applying in rural development as it is one of thestnsuccessful tools
poverty reduction and community developm

Kyaukpadaung Township is situated in dry zorea of Myanmar
Water is scarce, agricultural productivity is lowdamuch of the natur:
environment is severely degraded in this region. osMof the rura
households in this township are landless and siasatie’s. They depend o
seasonal farm work fotheir livelihood. Beyond this, employment &
income opportunities are limited. Access to edwcasind health services ¢
likewise greatly restricted. Therefore one <formal microfinance
institution (PACT Myanmar microfinance institutiois)implemering in this
region from 1997 to up to now with the title of @ty alleviation ant
Human Development Initiive program. So, this prograrms nearly 7 years
long in this regionTherefore, it was decid to select this region as a st
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area to investigat the impact of microfinance on livelihood of ru

households.

Kyaukpadaung Townshiis situated between North Latitudes fr
20 32'to 21'5' and East Longitude from 95 to 88" 46". Kyaukpadaun
Township is located at 408 meter above sea levee $tudy are:
Kyaukpadaung Township, is bordered by Meiktila Tehip on the eas
Chaukand Nyaung Oo Townships on the west, Natmauk andhiveéhaun
Township on the south, and Taungthar and MahlamgnEhip on the nortt
There are 339 villages composiin 109 village tracts. The total populati
Is about 291,434In Kyaukpadaung, 95,826 ttares of the total land ar
are under cultivated land. Among them, 9,741 hesta85,915 hectares a
205 hectares are lowland, upland and alluvial igsipectively. The averal
annual rainfall is 28.07 inches. The daily averageimum temperature
40°'C and average minimum is 12°'C. High temperatloetdatiorwas
occurred in the study area. There are two irrigatsburces, name
Kyetmaut and Pin Dams, mainly for monsoon and sunmoe cultivation.
The major economic activities in this study areiculture and tradeAmong

339 villages, totally 6 villages namely kuk Ta Gar,Kai, Taung Oo, Si

Tai Kan, Intaw Kyal and Ywar Lu were selected the study areas

(Appendix 1).
3.1.2 Description ofsampled villages and sampled size

Six sampled villages were selected from six villxgets according t
the typology of rural households. According to pifurvey result, abol
35% of total households within the village were tggrating in
microfinance programin this study, two type of sampled househol
namely participant and n-participant households were applied. Particij

households were households who participate in &@TP(Partner Agencie
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Collaborating Togethe microfinance program. Noparticipant householc
mean households who did not participate in the PAmicrofinance
program. Therefore, 60 participant households (32% of tatamplec
households) and 129 r-participant households (68% of total samg
housdolds) were selected by purposive and simple rand@ampling
methodsand interviewed as described in Table

Table 3.1 Description of sampled villages and sampled si

_ Sampled households (Numk
Village name

Non-participant Participant Total
Kyauk Ta Gar 27 (81.81) 6 (18.19) 33 (100)
Kai 21 (70.00) 9 (30.00) 30 (100)
Taung Oo 20 (64.51) 11 (35.49) 31 (100)
Sin Tai Kan 17 (56.67) 13 (43.33) 30 (100)
Intaw Kyal 24 (72.72) 9 (27.28) 33 (100)
Ywar Lu 20 (62.50) 12 (37.50) 32 (100)
Total 129 (68.25) 60 (31.75) 189 (100)

Note: Figures in the parentheses represent pegs

In Kyauk Ta Gar village, among total sampled househcs, 6
households (18% of sampled households) were paatitihouseholds ar
27 households (82% of samplhouseholds) were ngmarticipan. In Kai
village, through 3@otal sampled households, 9 households (30% of san
households) were participant households and 21 émolds (70% o
sampled households) were Iparticipant households. From Taung
village, 31 totahouseholds were interviewed with 11 participantdedolds
(35% of sampled dusehold) and 20 norparticipant households (65%
sampled householfsAbout 30 households were selected fiISin Tai Kan
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village which include 13 participant houslds and 17 nc-participant
households. Nearly . total sampled households were selected from Ir
Kyal village by means of 9 participant househol@% of sample:
households) and 24 n-participant households (73% of samp
households). In Ywar Lu vilge, 32 totalsampled householc with 12
participanthouseholds (% of sampled households) a@@ nor-participant
households (6% of sampled households) weselected.
3.2 Data Collection and Sampling Method

To achieve the research objectives, tprimary and secondary de
were collected in this study. Both qualitative ajdntitative data were us
in the study.In this study purposive and simple random sampiireghocs
were used to select househol(The primary data was taken from selec
respndents through personal interview in Kyaukpadatioginship, Dry
Zone Area of Myanmar al secondary data were gathered from sev
books, published and official records of Ministry Binance & Revenue
Central Statistical Organization (CSO), PACT Mienance program ar
other related publication

The household questionnaire contailquestionon demographic ar
socioeconomic characterist of householdsuch as age, household si
gender, thir assets, income, expendil and health aspect etc. F
independent variables, age, gender, marital statussehold size, educati
level, number of student, land holding size, incofmam internationa
migration, number of family members engaged in imeogeneratin
activities, amount of ncfarm income, nurper of income source, ai

livestock rearing were explored in the anal
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3.3 DataAnalysis Methods

To analyze the data, Microsoft Excel for descriptignalysi and
Statistical Package for Social Science (SPSS)mersb softwar were used
for multipleregression and Probit regression anal

3.3.1 Descriptive aalysis

To know the soci-economic characteristics and livelihood of the Ir
householdsin the study area, the comparison analysis was ietp
Comparison analysis was carried out ween households usii
microfinance services and households not usihe services. Th
comparisons wertaken place on outcome variables such as: household
demographic characteristic, household & and household livelihoc
characteristics.
3.3.2 Multiple regression inalysis

Regression analysis is one of the most commonlyd usels in
econometric work. The general purpose of multigigression analysis is
learn more about the relationship between sevaddpendent or predict
variables and aapendent or criterion variak

Applications of regression analysis exist in alm@atry field such a
economics, political science, sociology, psychologgucation, etc. Tr
common aspect of the applications is that the dig@nvariable is
guanttative measure of some condition or behaviour. tighout, it is
concerned with multiple linear regression moddist is, models linear |
the parameters, which may or may not be lineahevariables. Howeve
the kvariable multiple linear regressi models is specified as follov
(GujaratR003): the dependent variable is assumed to beearlifunction o
one or more independent variables plus an erravdoted to account for ¢
other factors: In this study, a multiple regressioodel was used explore
the influencing factors on the dependent variablesh as annual househ
income (Table 3.2).
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Table 3.2 Descriptions of the independer variables specified in the
multiple regression mode

Independent variable Type of measure Expesci;end
Household head’s a Yeal +/-
Household head's educat | Year +
Family member Number/hh +
Number of income sour Number/hh +
Amount of nonfarm incom« | MMK/hh/year +
Household head genc Dummy( Female = 1, male = -
Type of household Dummy (Farm household = +
other =0
PACT participanhousehol | Dummy +
(Participant household = 1, otf
0)

Note: hh = household
Households' Income Model
LnY; = Bo+PiLnXyi+ Boln Xy + Bsln X + Baln X4 + Bsln Xsi + by Dy + by
D, + b3 D3itg
Yi= Amount of annual income of the household in 20%8ar
(MMK/hhlyea)
Independent Variables:
X 1= Household head's age (Y)
X »,= Household head's education (Y)
X 3= Family membe(Numbe/hh)
X 4= Number of income source (Num/hh)
X 5= Amount of nonfarm income in 2013 year (MM/hh/yea)
D, = Dummy for household head gender (Femalemale =0
D, = Dummy for farm household (Farm household othei = 0)
D; = Dummy forPACT participar household Rarticipant househc = 1,
other = 0)
g;= disturbance term
Bo = constant
Bi b,=estimated coefficieni= 1,2,3...n; j= 1,2,3...n)
Ln = Natural logarithn
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3.3.3 Probit regressioranalysis

Probit analysis is a type of regression used tolyze binomial
response variable$here are several statistical problems where theessing
was dummy to estimate the regression model with .OC&ssical Linea
Methods are inappropriate for dichotomous choigasesthey can lead f
heteroscedasticity variances. Maximum Likelihoodimation (MLE) car
solve this problem, although heteroscedasticitylicE is also a potentiall
serious problem leading to inconsistent estime(Greene2000). Wooldridge
(2000) suggested that MLE requires more generalmason while
heteroscedasticitysiobserved. However, such models are not often un
practice, since logit and probit models with fldgifunctional forms in th
independent variables tend to work w

In this study, the empirical analysis of the deteants or influencin
factors on participatg in PACT microfinance program in the area
Kyaukpadaung Township was carried out by usprobil regression
modelThe list of some selected variables probit regression model wz
given in Table (3.Bwhich gives a description of thvariables, and th
expected signs for each of estimated coefficients.

Table 3.3 Description of the independent variables specifieth the
probit regression mode

Independent variables Type of measure Expe;’;end
Household head's age Year -
Household headschooling| Year -
Income earning famil Number/hh +
Land holding size Hectare -
Amount of credit MMK /hh/ year -
Number of credit sour Number/hh -
Average children schoolir| Year +
Gender of household he | Dummy +

(Female = 1, male = 0)
Household with regule Dummy -
health care (Having regular health care :

other = 0)

Note: hh=household
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This table is followed by a description of the Zttas- household

head gender, household head age, household heazhtied, income
earning family memberand holding size, totatredit amour, number of
credit source,average children schooling yeand regular health cai
household. In a mobit model, the endogenous variable is a dumm
categorical variable with 1 representing housel® participating in PACT
microfinance progra and O if the household is nparticipating in PAC1
microfinance pogran. Expressing differently and expanding tprobit
equation, we can sta

Yi=Bot BaXuit B2Xoi + BaXsi + BaXsi + PsXsi + PeXei + PrX7i+01 Dy + B Do + g
Where;

Dependent Variable:
1 =if household isparticipating in PACT microfinanggrogran
0 =if household is ngparticipating in PACT microfinance progr.
Independent Variables:
X1 =Household head's age (Ye
X, =Household headschooling year (Year)
X3 = Inconme earning family member (Numl/hh)
X4 = Land holding size (ha/h
Xs = Amount of credit in 2013 (MMK/hh/yee
Xe =Number of credit source (Numk/hh)
X7 = Average children schooling year (Ye
D, = Dummy for household head gender (Fen= 1, mal¢= 0)
D, =Dummy for regulahealth care househol&#i@ving regular health ce
=1,n0=0)
g; = disturbance ter
Bo = constant
Bi b,=estimated coefficieni= 1,2,3...n; j= 1,2,3...n)
Ln = Natural logarithn
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CHAPTER IV
INTRODUCTORY OF PACT MYANMAR MICROFINANCE
PROGRAM
Partner Agencies Collaborating Togetl (PACT) was founded i

1971 and established itself as a nonprofit corpmmatregistred in
Washington D.C. PAC's program reach has greatly expanded. Curr
have offices in more than zcountries in Asia, and Africa. Impact are
include livelihoods, natural resource management,reealtr
In 1997, PACTas implementing partner of United Nations Office
Project Services (UNOPS), started introducing therdtredit Prject
"Sustainablel.ivelihoods through Microcredit for the Poor" (MY®@6/005)
in the dry zone, comprised of three townships ngmKlaukpadaunc
Magway and Chaung U. The project has been extendeathier sevel
townships nanlg, Ayadaw, Myaung, Nyaung U, aungthar, Chaul
Yaynanchaung and Taungdwingi, under the projece titbBustainabl
Livelihoods through Microfinanc for the Poor" (MYA/99/005). PAC has
been granted to continue providing microfinancesises in Pakokk since
2005.
4.1 Goal and pjectives
The project's gal is to uplift the living standard of the poordhgh
iImplementation of the microfinance program alonghwa creation o
sustainable institutio
The project objectives a
(1)To provide credit and related services for the fgbat enables them
set p their own microenterprises and increase theironme
contributing towards uplifting their living standl
(2)To create a sustainable microfinance instituticat th sel-reliant and

self-managed by the members themse

i%]?" Ac I AR Australian Government

Research that works for developing =
countries and Australia Australian Cenre for

<

International Agricultural Research

aciar.gov.au

Page3 2



PACT is committed to provic microfinance services to tt

disadvantage groups that inclu
1. Femaleheaded househol
2. Landless laborers a
3. Subsistence farme.
4.2  Mission
PACT enables systematic solutions that allow those whgaor anc
marginalized to earn a dignified living, be healtagd take part in th
benefits thahature provide
PACT accomplishes this by strengthening local capadiyging
effective governancsystems, and transforming markets into a force
development.
4.3 Vision
PACT envisions world where those who are poor and mahgid
exercise their voice, build their own solutionsg dake ownership over the
future.
4.4  Types of 8rvices
PACT/Myarmar Microfinance Project provides financial and -
financial services that needed for the poor to comeof poverty cycle. |
offers credit without collateral as financial seei The beneficiaries ¢
members in the project have freedom of use of t for whatever
microenterprisewhich will improve their income. As for ncfinancial
services, project takes the responsibility in bogdinstitution that overset
to provide credit and related services continuoesign after the project lif
is over. Again project keeps keen interesibuilding the capacity of th
beneficiaries by providing necessary training, emaging taking part in
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project activities, and overtime the beneficiagesld manage the institutic

by themselves.

All microfinance members enrolled in the BenefigiawWelfere
Program that assists when facing disasters, sudbsasof life and loss ¢
properties due to natural disaster. Member's dmutian is 1% of the amou
disbursed and project contributes 1% of the gnossme of the branch. Tl
program stays as a ety net for its members when encounter hardships
disasters. Maximum 100,000 MMK of cash assistascerovided to th
bereaved family when a member passes away andldatanding is settle
by the Beneficiary Welfare Program (BWP) fund. he tcase f loss of
properties due to natural disasters, 50,000 MMkKh aassistance could |
provided and loan written off could be benefittexpends upon the level
severity.

4.5 Project Inputs to the Clients

Before starting the projects, PACT conducts assest of the client
potential in the area with w-trained staffs. Firstly, PACT organized 1
mass meeting with the villageland elaborated about the microfinal
service what they are going for, and at the same ®RA tool was applie
for wealth ranking,seasonal calendar and women timeline as per p
procedures. Next, group forming process was don¢hénsecond ma:
meeting with villagers facilitated by the projedafés, and then savir
mobilization was conducted among the group memibefsre reeasing
loans. When implemeing the group lending model, PA' organizes
villagers into fivemembe group in order to provide rfancial service t

various microbusiness sectors, from marginal farming to smadide

activities.
+ AGIAR
] Australian Government
7 Research that works for developing ; ——————
* countries and Australia & " Australian Centre for

International Agricultural Research

aciar.gov.au

Page3 4‘



Finally, saving and creditsrelated works were starting aft

conducting training to the clients, including sayieoncept, accounig and

procedure aspect of mi«-financing service.

4.6 Types of Loan

Generally, the project releases loan for the diemas limited fron

30,000 MMK b 700,000 MMK. Loan repayment was done with 25 srat
instalment for a year. Several types of loan weategorized for th

borrowers who become a client PACT microfinance projec They are

listed as below:

%

General Loan: General loan ws released fothe clients wh were not
relatedwith the government wor who were doing their daily incon
generation and livestock and so

Micro- Small Enterprise Loan (MSE): MSE was released for the cliel

who were capable of proving their business statusangmicro-small
enterprise.

Education Loan: Education loan was not released in the first inoey
of the clients and loan can be taken in the sedoodption after th
clearance of reimbursement. Interest rateducation loan wathe same
amount with othetypes of loanbut repayment has to be done withi

months.

Loan for Health: Loan for Health was released with amount of 301X
50,000 MMK and lesser than other type of loans. e\mv, the procedul
of repayment was not differe from other types of loan.

Agriculture Loan: Agriculture Loan wa released for the farmi who

can prove with farming land. It was released with0B0 MMK per acr
and limited fromat most 5 acres of loan for the borrowers. Repay

and interest rate was different from othtype of loans. nterest rate of
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3% was collected -weekly to finish within 6 months and cap

repayment was to return by the end of paddy reaghtog agriculture

crops, the client ha' to proposal with detail plan of what kind of cr

will be planting,and repayment was to be done within 6 months b

overdue of loan.
4.7 Saving

The saving was collected by the project staffs ket in the savin
swift box of the office, which was controlled bydwnits of cshiers and
programme accounte. Then, all the clients' savingas kept in the Ban
after a careful arrangement of it. By the end efykar, the project releas
a new saving card to the clients with their sawangounts plus interest re
of 20%. This way built up thclients' sensef ownership in the long run.
the clients want to continue or stop for their sgvof a year, the proje
makes flexible to them but a new saving in the niegeption is to b
restarted.
4.8 Repayment $stenr
After 2009, the project addressed a newthodology of repaymer

system that makes to ease clients' burderof loans and the projestaffs’
transportatiorcost, collecting instalment and savin-weekly instead of th
old methodology as weekly did. Generally, exceptié&gdture loan ant
Educdional loan, all type orepayment for loanbtas to be done with 2
times including instalment of saving and interegé rof 1.67% within a yea
Clients shall receive payment bill from the carlpant in every time of th

money collectors com
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CHAPTER V
RESULTS AND DISCUSSION
5.1 Comparison of Socioeconomic Characteristics and Latihood of

Participant and Non- participant Households

This chapter provides the empirical research figslincluding socio-
economic characteristi and livelihood of participanand noi- participant
households.
5.1.1 Microfinance participation status by household hea’s gender

Among the total sampli households (189), most of the househ
170 (89.95%0) were male headed and the r19 (10.086) were female
headed households. participant households, 13.33%ere female heade
and 86.67%vas male headed as shown in Tab5.1. In non-participant
households, 8.92 and 9.48% werefemale and male headed househ
respectively. Thereforthe ratio of female headdwusehold was higher in
participant househotthan that in nomparticipant householc

Table 5.1 Gender difference on microfinance participatior

Number of househol

Type of household he Non-participant Participant Total samplec

(N =129) (N=60) (N=189)
Female headed 11 (8.52) 8 (13.33) 19 (10.05)
household
household
Total 129 (100) 60 (100) 189 (100)

Note: Figures in the parentheses represent perce

5.1.2 Socioeconomic characteristics of the samplecousehold:
The socioeconomic characteristics of participardt aar- participant

households such as household head’s age, housatedis schooling yea
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number of family members, number of income earniagily member

number of student and average children schooliagsy@ere examint. The
average participanhousehold head’'s agwas 49.45 years which rang
from 24 to 70 years and thof non-participantvas 53.7 years which rang
from 23 to 90 yearsThus the head of participant households was yot
than the head of n-participant households. Average schooling year
participanthousehold head was 6.60 and that of-participant was 6.2
Therefoe participant household head'ducation was higher than r-
participant households. High education leads ttebekecision making ar
leadership position in the socie

Average family members of participant houseswere 5.71 and th:
of non-partigpant households were 5.(Table 5.2).In case of incom
earning family members, average memtwere 3.64 (1 to 7in participant
householdsand 3.18 (1 to 7) non+articipant househos. The average
numbers of students we 1.71 in participant householdsd 1.61 in nc-
participant househotd Children schooling year h&ad51 year in participant
and 4.55 years in ngparticipant househol.
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Table 5.2 Sociceconomic characteristics of participant and no-
participant household:

Non-participant Participant

ltems Unit households (N=129) households (N=6
Mean SD Range Mear SD Range

Household Yeal 53.70 13.49 23-90 494t 935 24-
head’s age 70
Household Yeal 6.24 220 0-11 6.6C 224 3-11

head’s

schooling year

Number of Numbe 510 187 2-10 571 183 2-10
family member

Income earning Numbe 3.18 1.51 1-7 364 134 1-7
family member

Number of Numbe 1.61 0.67 1-3 171 093 1-5
student

Average Yeal 455 4.45 1-14 5.51 3.83 1-13
children

schooling year

5.1.3 Major occupation of the household heas
Somehousehold het were engaged in two occupations, primary

secondary. Primary occupation is the major earoithe household he
and secondary occupation is the additional incomnes@irplus. or primary
occupation, farmingvas the most dominant occupation for bhouseholds
(58.34% of participants and 61.24% of -participants househol). In both
types ofhousehold, nc-farm labor occupatiorwas involved by35% of
participant households and 20.€ of nonparticipant householdas the
second important occupaticThe third important income generat activity
for both typesof househol was farm labor workingpy 1.6¢% of participant
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and 2.33% of nomarticipant househol.

With regard to the secondary occupation, 33.33%paifticipant
households and 27.90% of r-participant households had second
occupation. In the study area, 18.: of participant household hes and
17.06% of nomarticipant household hes were norfarm labor which wa
the leading secondary occupation. The second laapesipation was o
farm labor aloneby 15% of participant households and 8.52% of -
participant househcs. The finding showed thabousehold heis who
secondary occupationere moreparticipated in microfinance program tr
those who had not secondary occup: (Table 5.3).

Table 5.3 Major occupation of the sampled household hea

Primary occupatic Secondary occupati

Non-  Participant Non-  Participant
Occupation  Participani households Participant households
household: (N=60) households (N =60)
(N=129 (N=129)
Farmer 7961.24 35 (58.34) - -
Non-farm 27 (2093 21 (35.00) 22(17.06) 11(18.33)
labor
Farm labor 3(2.33 1(1.66) - -
Off — farm - - 11 (8.52) 9 (15.00)
labor
Broker 3(2.33 - 3(2.32) -
Government - 1 (1.66) - -
staff
Dependent 17 (13.17 2 (3.34) - -
Total 129 (100 60 (100) 36 (27.90) 20 (33.33)

Note: Figures in the parentheses represent pegs
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5.1.4 Dependencyatio of the sampled households

The economic dependency ratio compares the nunfile@oaomically
inactive and activehousehold members between the ages of-59.
‘Economically active’ is defined as being engagedn econom activity,
including family worker.lt can be said thathe higher the ratio value, t
higher the'‘economic burden’ on the househThe economi dependency
ratio is measured by dividing the number of -working members (childre
under 5 years of age, children who are studyingchbol and universit
housewife who are not working, and elder persons whaoamwork) by the
total family size.

Table 5.4 showed the dependency ratio of the studg. Participant
households and ngparticipant households had the ave dependency rati
of 34.22 and 36.98 % whicmeantabout one third of the total fami
member was dependent. High dependencos (above 60%) were found
5% of participant households and about 10.07 % ef rbr-participant
households.

Table 5.4 Dependency ratio of the sampled househol

Non-participant Participant
Dependency _
_ Unit households households
ratio
(N=129) (N=60)
0- 20% Number 30 (23.26) 14 (23.33)
21 - 40% Number 40 (31.00) 27 (45.00)
41 - 60% Number 46 (35.67) 16 (26.67)
Above 60% Number 13 (10.07) 3 (5.00)
Average ratio % 36.98 34.22

Note: Figures in the parentheses represent pegs

§~ AGIAR

_ EPW! Australian Government
Research that works for developing e
countries and Australia Australian Centre for

International Agricultural Research

aciar.gov.au

Page4‘ 0



5.1.5 Housing ondition of the sampled households

Table 55 presented the housing condition of the respasdevhich
was one of the remarkable features of their asbafgovement of housin
condition was one of the major priorities of theatupeople when the
economicstatus was increas

Table 5.5 Type of housing material of the sampled househol

Number of househoilc
Type of housing materi Non-participant Participant
households (N=129) households (N=6

Wall and floor

Bamboo + wood 96 (74.42) 43 (71.67)
Brick knocking type

(concrete) 23 (17.83) 14 (23.33)
Wood 10 (7.75) 3 (5.00)
Roof

Corrugated iron 122 (94.57) 58 (96.67)
Toddy leaf 5(3.87) 2 (3.33)
Thatch 2 (1.55) -

Note: Figures in the parentheses represent pegz

In the study arecthree kinds of housing materials and three type
roofing were used. The most common type of housiag the house wit
bamboo wall and corrugated iron sheet roof in bathr-participant
householdsand participant househs. By means of housing mate;,
71.67% of participant househs and 74.42% of noparticipanthouseholds
owned bamboo wall with woao floor type. Moreover brick knocking

(concrete) type housing was possesse23.33% of participant househol
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and 17.83% of noparticipant houeholds.In the study area, more than 9

each ofthe participant households and -participant households us
corrugated iron sheet for roofin
5.1.6 Accessibility to water and sanitation of the seleed crea

In the study area, there were six kinds of wisource for drinking
water and domestic use (Table 5.6). Among 1, tube well, stream wate
pond and shallowwell were the major sources for drinking water
household use in the study ariAbout 53.33%and 40% of participant
households and4.96%and 39.53% of noparticipant householdepended
on tube well which was the main soufor drinking water and domestic u
in the study aredhe second largest water sources for drinking watet
domesticuse were tube well with pond in participant housds and in non-
participant households wstream water.

Sanitary flyproof latrine was utilized in the study area. Aligb
91.67% of participant households €91.47% of nomarticipanthouseholds
used flyproof latrine, therest 8.33% of participartouseholds ar8.53% of
non-participanhouseholds d not have latrine.
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Table 5.6 Accessibility to water and @anitation of the sampled
households

Numberof household:

Non-participant Participant
households (N=129) househols (N=60)

Accessibility

Drinking water

Tube well 58 (44.96) 32 (53.33)
Stream water 27 (20.93) 6 (10.00)
Tube well+pond 18 (13.95) 8 (13.33)
Shallow well 18 (13.95) 7 (11.67)
Rain water 3(2.32) 2 (3.33)
Pond 5 (3.87) 5(8.33)
Water for domestic ust

Tube well 51 (39.53) 24 (40.00)
Tube well+pond 19 (14.73) 9 (15.00)
Stream water 27 (20.93) 6 (10.00)
Shallow well 19 (14.72) 6 (10.00)
Rain water 1(0.77) 2 (3.33)
Pond 11 (8.52) 13 (21.67)
Fly-proof latrine 118 (91.47) 55 (91.67)

Notes:Figures in the parentheses represent perce

5.1.7 Household ase possession of the sampledsehold:

Household communication ass owned by nofparticipant and
participant households were revealed in T&5.7Communication assets ¢
importantfor the people to g the information in terms of social, econon
politic and weatherCommunication assets such as radio, TV and m

phone possession garticipant households were 51.67%, 28.33%
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43.33% respectively. non-participant household§5.11%, 38.76% an
55.04% of sampled households owned radio, TV andilmophons
respectively. Therefo the possession afommunication assets by r-
participant households w higher than participant househa.

Table 5.7 Possession of communicationssets by the sample

households
Number of householc
Items Non-participant Participant
households (N=129) households (N=6
Radio 84 (65.11) 31 (51.67)
TV 50 (38.76) 17 (28.33)
Mobile Phone 71 (55.04) 26 (43.33)

Note: Figures in the parenthesepresent percentage.

Table 5.8explained transportation asset ownership of thpamsents
Many of those who own motor cycle w convenience of going around a
also helped their family to employ. Bicycle is alsseful for the student
go to school. n both households, the possession of motorcycles the
same by51.67%in participanhouseholds and1.94% in no-participant
household respectivelyAbout 26.67% of participant households
20.93%o0f norparticipant househol used bicyclesfor transportation.In
addition onlyeach one 0.77%) of nonparticipant househcs had small

truck and passenger tris for transportation.
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Table 5.8 Possession of transportation assetsby the sampl

households
Number of householc

Items Non-participant Participant

households (N=129) households (N=6!
Motorcycles 67 (51.94) 31 (51.67)
Bicycles 27 (20.93) 16 (26.67)
Small truck 1(0.77) -
Passenger - truck 1(0.77) -

Note: Figures in the parentheses represent pegs

In terms of farm ass, ox-driven cart, plough, harrow, hand trac
and water pummvere owned kb 44.18%, 55.81%, 55.81%, 4.65% and 7.7
of nonyparticipant householc(Table 5.9). On the other ha the participant
households ownedx-driven cart (33.33%), plough (38.33%), low
(38.33%) and water pump (3.33%). In the study apossession ofarm
assets such as plough, harrow and hand traby non-participant
households werkigher tha that of participant households.

Table 5.9 Farm asset ownership of the sampledousehold:

Number of householc

Items Non-participant Participant
households (N=129) households (N=6!
Ox-driven cart 57 (44.18) 20 (33.33)
Plough 72 (55.81) 23 (38.33)
Harrow 72 (55.81) 23 (38.33)
Hand tractor 6 (4.65) -
Water pump 10 (7.75) 2 (3.33)

Note: Figures in the parentheses represent pegz
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5.1.8 Livestock @se ownership of the sampled busehold:

Livestock rearing was one of the livelihood actest for rural
households in the study area.aught cattle were raised for the purpose
land preparationHowever pig, goat, chicken and sheep were kep
additional incomeChicken were raised for home consumption and ¢
income.The percentages of participant and -participant households wi
owned livestock were shown in Tal5.10.

Table 5.10 Frequency and percentage of the sampled household$io
raised livestock

Number of househol

Type of livestock Non-participant Participant

households (N=129) households (N=6!

Draught cattle 77 (59.69) 30 (50.00)
Pig 32 (24.80) 19 (31.66)
Chicken 46 (35.65) 20 (33.33)
Goat 4 (3.10) 1(1.67)
Sheep 1 (0.77)

Note: Figures in the parentheses represent pegs
In this study,50% of participant househs and59.69% of the nc-

participanthousehold:owned draught cattle. In the studgea, microfinanc
program wasset off sma-scale livestock keeping among particip
households. Therefore, participant households, 31.66% and 1.67%
householdsaised pig and goat for additional inco Pig and goat weralso
raised by 24.80 % an3.10% for their extra incomé nor-participant

households. fie percentacs of households who raised chiclwere33.33%
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and 35.65% in participant anmnon-articipant households respective

Howeverchicken flue disease was more and more severeisttiu area. It
can be said thdivestock assetpossessions of ngparticipant householc
except pig werdigher than participant househs.
5.1.9 Land ownership status of the sampled ouseholds

Agriculture land holding size of the sampled houde4 in the study
area was described Trable (5.11'As an agrarian society, agricultural lan
an important household asset for the livelihooddpabion In the study are,
60% of participant househs and 70.54% of noparticipant householc
were farmhouseholds. Abo 40% of participant household ¢ 29.46% of
nonJparticipant household were landless. So, landlessséholds wer
actively involved in the microfinance progre In sampled villages36.66%
of participant household ar31% of non-participanhousehold possess
less thar2.02 hectares of cultivated land which was thedstrgroup in th
selected area. Abodtl.67% of participant households 21.71% of non-
participant households were the medium farm houdsh®he othe 11.67%
of participants andl7.83% of no-participantshouseholdswere the large
farm householdsTherefore, participant households were mostly small fi

households.
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Table 5.11 Land ownership tatus of the sampled lousehold:

Number of househol

o Participant
Household category Non-articipant
households
households (N=12
(N=60)
Landless 24
38 (29.46
(40.00)
Farm households 9170.54 36 (60.00)
- Small €2.02 ha 40 (31.00 22 (36.66)
- Medium (2.03 to 4.04 h 28 (21.71 7 (11.67)
- Large (above 4.04 23 (17.83 7 (11.67)

Note: Figures in the parentheses represent pege
5.1.10 Labor migration status of the study area

In the study area, some household members migtatether place
and countries for their livelihoods as describeTable 5.2.There were two
types of labor migration in the study villages sashinternal (domestic) ai
international migration. In the study area, abo8t33% of participan
households and 47.29% of r-participant households had labor migrati
For internationbmigration, major migrated places were Malaysiag&pore
and Thailand. Among the participant migrated hoaokEh91.43% wa
internal and 8.57% was international. In -participant household, 88.52
of migrated household was internal and internatiomigration was 11.489
of migrated householdsTherefore internallabor migration situation ¢
participant households was higher than that ot-participant household
This showed that participant households more deed on migration
income (remittance incom: than nonparticipant househol depend for
their livelihood.
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Table 5.12 Laba migration status of the sampled fouseholcs

Number of househol

Migration status Non-participant Participant househol
households (N=129) (N=60)

Non-migration 68 (52.71) 25(41.67)
Migration 61 (47.29) 35 (58.33)
- Internal (domestic 54 (88.52) 32 (91.43)
- International 7 (11.48) 3 (8.57)

Note: Figures in the parentheses represent pegs

5.1.11 Types and @mposition of income of sampled busehold:

Household income is defined as the sum of the imcarh the
household members such as wage/salary receiptadingl the impute
value of inkind payment, nc-agricultural selfemployment earning (gro:
revenue minus total paid costs) and rernce. In the farm households, f
households' income means some of the total incdnmeadketed crops ar
other incomes (wage, salary, livestock income, tamce, etc.). Th
household income of the landless households iscfuime income receive
from all sources.

Income types of sampled households in the study waere shown i
Figure 5.1.In the study village, there were three types obime namel

farm income, offfarm income and n«farm income.

The participant househol earned incom from three rain sources.

The participant househol received 61.66% of total income from I-farm
work, 29.29% from farming work and the rest 9.05%nf off-farm work.
Non-articipant househol also had three types of inconion-participant

households received 47.51% of total income from-farm work which wa:
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the largest income sour The other income types for r-participant
households were farm income (42%) and of-farm income
(8.37%)According to the resech finding both householc depended more

on nonfarm income than farm income and -farm income for thei

livelihood.

100 ~

80 -
61.66

60 - 47.51 44.12

40 - 9.29

% of total income

20 8.379.05

- cOOC c O PSS
e W N0
far® coar® _ farr®
Nov off

= Non-participant househol  # Participant househc

Figure5.1 Income types of no-participant and participant households
The composition of participant and n-participant household
income was shown iFigure 5.2 and 5.By means of income composit,
crop income dominates the income of both householtd®e study area. Fi
participant household, crop income, income from-farm labor, incom
from home business and remittance income led inrnib@me compositio
by 31.39%, 15.0%, 14.43% and 13.90% respectively\n nor-participant
household, crop incor (43.18%) and remittance incor (15.13%)

dominated the household income in the study
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&

Participant household ( N=60)

[CATEGOR
Y NAME]
14.43%

Marketing [CATEGOR
0.05% Y NAME]
~ [VALUE] %

[CATEGOR
Y NAME

9.09%
[CATEGO [CATEGOR
Y NAME] Y NAME]
13.90% 4.68Y%
[CATEGOR [CATEGOR
Y NAME] Y NAME]
15.05Y% 11.41%

Figure 5.2Income compositions of participant lousehold:

Non-participant household ( N= 129)

[CATEGOR Marketing
Y NAME] 2.57% [CATEGOR
8.17% Y NAME]
43.18%

[CATEGOR
Y NAME]
8.85%

N

/

CAEGOR [CATEGOR
[ Y NAME]

Y NAME] 6.35%
8.39%

Figure5.3Income compositions of nonparticipant households
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5.1.12Householdncomelevel of the study area

In this study, households were divided into thremugs based on the
per capita income as describecTable 5.13 In the participant househoilc
25% of the households were claied as low income and 63.33% w
categorized in medium income grougherest 11.67% of households w
in high income grou| The majority of norparticipant households (52.71"
were placedn medium income group. About 30.23% and 17.06%hant-
participant households were included in low incameé high income grou
respectively.

Table 5.13 Household income level of participant and no-participant
households

Number of householc
Non-participant

PoUSe o
Low income 39 (30.23) 15 (25.00)
(200,000 MMK/person/yee

Medium income 68 (52.71) 38 (63.33)
(200,001 - 500,000

MMK/person/year)

High income 22 (17.06) 7 (11.67)

(> 500,000 MMK/person/yee

Note: Figures in the parentheses represent pegz
5.1.13Average source of income and per capita income participant

and non-articipant households

Table 5.14 showecverage source of income and per capita incon
participant and noparticipant householc Concerning about average |

capita income, the participant households receividdK 294,020 while
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nonparticipant households got MMK 342,161. Howe¢, the average
income source oparticipant household was 2.1 and that of-participant
was 1.96. From those findings, it was concluded theerage per capi
income of participant households was lower thar-participant householc
but participant households relied on more incomources than nc¢

participant househol did.

Table 5.14 Average source ofncome and per capitamcome of
participant and non-participant households

Non-participant Participant householc

Description

households (N=129) (N=60)
Avg. per capita incom 342,161 294,020
(MMK/person/year)
Avg. sources of incom 1.96 2.1
(Numberhousehold/yei)

5.1.14 Expenditure patterns of the sampled ouseholds

The pattern of household expenditure was presentehble 5.15.
Spending level of expenditure was set with findicators in terms of foo
consumption expen, medical expenseeducational expen and other
household expense respectih which were based on the estimation of
respondents quantitatively. In this stu other householéxpenss included
in terms @ electricity, water, house maintenance and saffair.

In participant households, 55.68% of total expenditwas used i
food consumption. AbotL16.89%, 3.44% and 23.99%f total expnditure
were used in education, med and other household expe respectively.
For nonparticipant households, consumption expense wa&b%® of total
expenditure.Medical expens educational expense arather househol
expense were 6.05%6.22% and 27.08%f total expenditure in that orde
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Based on research finding, it can be seen thahgeeronsumption expen

of participant household was higher than that ai-participant householt
Medical expense of n-participant household was greater { that of
participant household. In the caof educational expense, both househ
were nearly the same.

In the sudy area, food items which tc above 0% of samples
households wereecessities of life, hence expenditures on themusasally
high. However, overspending on them willversely affet the other
expensesas well as investment of the people. Surprisingkpenditure ol
education, which is the engine of growth and dgwslent, was above 16
in both households. This reveals how difficult asvfor household to spe
on education in thetudy area. But expenditure on health was low it
types of households.

Table 5.15. Distribution of household's expenditure

Amount in MMK/hh/yea

Description Non-participant households ﬁ artlc;Loa}gt

( N=129) ouseholds

(N=60)

Food consumption exper 897,188 (50.65) 946,655 (55.68)
Medical expense 107,319 (6.05) 58,468 (3.44)
Educational expense 287,318 (16.22) 287,279 (16.89)
Other household exper 473,631 (27.08) 407,826 (23.99)
Total 1,771,456 (100) 1,700,228 (100)

Note: Figures in thparentheses represent percentage of total expes
5.1.1%ousehold expenditure onditions

In this study, sampled households total expenditgrdition was
raised by comparing their total household incomab(& 5.16). In the stuc
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non-participanthouseholds we more than their household total incor

Based on this findingmore than half of both types dbuseholds did nc
have enough income to cover their household bass.

Table 5.16. Total household expenditure condition of the sampte
households

Number of householc
Expenditure conditior Non-participant Participant
households (N=129) households (N=6

More than household
income 66 (51.16) 35 (53.33)

Less tharhousehold incon 63(48.74) 25 (46.67)

Note: Figures in the parentheses represent pegs

Average household income = 1,702,734MMK/year (-participant
households)

Average household income = 1,552,592 MMK/year (Bigdnt

households)
5.1.16@Poverty status of the sampled househol
The poverty and food poverty status of the sampleaseholds wer
explained inTable 5.17 To examine poverty and food pove status of
sampled households, poverty and food poverty line2010 were applied
(UNDP 2013) The food poverty line which represents the stadga wa:
277,768 MMK/person/year and poverty line was 379 ,0B/K/person/yea
Among the sample househol 51.16% of norparticipant householc
and 58.33% of participant households were belowd fpoverty line. Ir
relation to poverty status of sampled househol8s, %6 of no-participants
and 76.67% of participants were under poverty linethe study area, tt

percentage of participant households under fooceqppvand poverty lin
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were significantly higher than that of r-participant households and pove
level of both households was still high in the gtadea

Table 5.17 Poverty status of participant and non-participant
households in 201

Number of householc

Status Non-participant Participant
households (N=129) households (N=6

Below food poverty lin 66 (51.16) 32 (58.33)

Below poverty line 80 (65.11) 44 (76.67)

Note: Figures in the parenthe represent percentage.

Regional poverty line in 20lwas379,951 MMK/person/yes
(UNDP 2013)

Regional food poverty line in 20.was277,768 MMK/person/ye
(UNDP 2013)
5.1.17Status of credit received by the sampled ¢tusehold:

In this study, the sampled houolds received credit from fol
sources.Some participant househo (43.33%) took thecredit only from
one sourcelt was found that 36.67% and 18.33% of participdmssehol
had two and three sources of credit respecti However in the study are
only one participanthousehold (1.67%) receivicredit from four sources. |
this study,44.40% of no-participant households did not have debt. Al
51.90% of norparticipant households received credit f only one source.
The rest 3.90% and 0.80% of r-participants househol obtained credit
from two and three sources respectiv From this finding, it was conclude
that about half of both householgot credit from one source. Th the
percentage of participanthousehold which took credit by means more

sources wahkigher than nc-participants (Table 5.18).
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Table 5.18 Number of credit sources received by the sample
households in 201

Number of househol

Credit source Non-participant Participant
households (N=129) households (N=6!
No debt 56(44.40) -
Indebtedness househ 73 (55.60) 60 (100.00)
- One source of crel 67 (51.90) 26 (43.33)
- Two sources of crec 5 (3.90) 22 (36.67)
- Three sources of cre 1 (0.80) 11 (18.33)
- Four sources of cre - 1(1.67)

Note: Figures in the parentheses represent pegz

The amountof credi received by nomarticipant and participal
households werdiverse in average, minimum and maxin (Table 5.19).In
participant househosl average credit amount was M!' 336,666 which
ranged from MMK 30,000 to MMK 2,400,000 and thatrafr-participant
households wadMK 190,000 which ranged om MMK 10,000 to MMK
1,800,000. Thereforthe amount of credit taken lparticipanthouseholds
was nearly two times that non-participant households.

Table 5.19 Average credit amount received by sampled househd
from various sources in 201

Credit amount (MMK/ht

ltems Non-participant Participant
households (N=73) households(N=6!
Mean 190,000 336,666
Minimum 10,000 30,000
Maximum 1,800,000 2,400,000
SD 253,420 343,025
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In the study area, the sampled houses took credit from differen

sources. There were 7 credit sources namely MyanAguicultural
Development Bank (MADB), PACT Myanmar, Cooperativigney lender
Relative, Village community fund ar Foundation. Among these 7 typ
MADB and cooperative were the formal credit soufPACT Myanmar wa
semiformal credit source and the rest four sources vuei@mal credi
sources. PACT Myanmar was the largest -formal financial institutior
which operated from 1997 up to now in the studwy.

In the case of formal financial institution, MADBrit with the lowes
interest rate 0.71%. Theamount of credit borrowedby participant
households was ranged from MMK 0,000 toMMK 300,000 and that
nonparticipant households was ranged from MMK 20,000 MMK
1,800,000. In the study area 28.33% of participgmiseholds and 58.90%
nonJparticipant households took credit from MADB. THere nor-
participant households more u credit from MADB than participar
households.

The main source of credit for the participant growps PACT
Myanmar. All participant households in the studgaacould borro' with
3% per monthlyinterest rate. The highesredit amountusedby participant
households wasMMKG6(,000and the lowest was MMK100,00

In the case of cooperative, 26.67% of participantiseholds too
credit which was the third largest credit soi with the monthly inteest rate
of 1.5%. In addition, 24.€% of non-participant houkeld took credit fron
this source which was the second largest creditceofor nor-participant
householdsin the study area, 11.67% of participant housetmmdowed
money from money lender with the monthly interege 2 — 8%. For non-
participant household, abol13.2%6 borrowed money from money lenc
with the monthly interest rate 1.5 to 10 %.
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Table 5.20 Average credit amount received by participant and on-
participant h ouseholds

Name of Non-participant Participani

Page5 9
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T Ly
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Cooperative T/ J 95,00 103 12!
- Maximumr 200,00( 300,00(
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Borrower (Numbel 0(c.cc  4(0.6/
. Interest rate (%/mont 5 6
Friends & Credit amour- Average 278,33: 202,50(
Relative (MMK/hh)
- Maximurr 1,000,00! 300,001
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Borrower (Numbei = 2 (3.33
- Interest rate (%/mont - 4-5
\c/clyllr%%eunit Credit amour- Average )
Formuniy: - (MMKr/hh) 50,00(
- Maximurr - 50,00(
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i%\g ﬁtghlwﬂﬁh for developing Al Griemmest
% u_n_mtri‘(_-:. and Australia ' Australian Centre for

International Agricultural Research

aciar.gov.au



5.1.18requency and type of hocks

In this study, the sampl households were asked about tl
experience®f unexpected shocks faced in the past two yedmssd includi
health related shocks (illness, death or disabiityld birth), natural shock
(crop failure, drought, untimely rain, insect damafire, and social shock
(education fee, house repaieath of livestock, a decline in output pri.
Among the sampled households, 45 participant haldel{75.00%) and 6
nonsarticipant households (47.29%) were faced unegrgeshock in the
past two years.

Among the participal households, 26 (43.33 %)7(28.33%) and 2
(3.34%) faced with health shocks, social shocks and natstadcks
respectively. In nomarticipant householc 44 (34.12%)faced witt health
shocks,15 (11.63%)faced with social shocks and 2.%5%) faced with
natural shockgFigure 5.9). Therefore participant heeholds more faced

health, sociahnd naturashock than nomparticipant householc
(" N

100 -
90 -
80 -
70 -
60 -
50 -
40 -
30 -
20 -
10 - \

0 T T 1

% of households

Health shock Social shock Natural shock
7 Non-participanhousehol (N=129) = Participanthousehol (N=60)

N J

Figure 5.4 Types of shock faced by sampled housetslin the last two
years
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5.1.19Coping wategies for shocks

Coping strategieused foreach of the three shock tygare described

in Table 5.21As described in the table, households used multggponse

to deal with the effects of shoclit was found that households ted to rely
quite heavily on borrowed money which was a kemexl coping respon:

to shocks, by 71.11%  participant househotd and 96.72% (¢ non-

participant househofdrespectively. A second internal household resp

was by selling of gold and housed asset&n both households by 22.22%

participant househofdand 42.62% « non{participant househcs. Such a
response may protect households in the -run but may have adver

long-term consequences. The other two coping resp were selling cate

and bullock,or pawn land. Household reliance on these copingsomes

was not uniform between n-participant and participant househol

Table5.21 Coping responses of sample households for shockthe last
two years

Frequency ohousehold

_ Non-participant o
Solving ways Participant

households
households (N=4!

(N=61)
Borrowed money 59 (96.72) 32 (71.11)
Selling gold & househol 26 (42.62) 10 (22.22)
assets
Selling cattle and bullot 4 (6.55) 5(11.11)
Selling or pawn land 1(1.64) 2 (4.44)

Note: Figures in the parentheses represent pegs
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As described in above, borrowing money from diffdérgources ti

cope shock was the most in baypes ofhouseholds (Table 5.22).In ter
of the source dborrowing, the bulk of the loans, across all shtyges were
provided by relatives and frier by 68.75% in participant household &
76.28% in norparticipant households. Reliance on money lendeas
second source for bc types of households to copeosk by 18.75% ir
participant households and 18.64 % in -participant householc
respectively. About 3.39% of n-participant borrowed money from forn
source to cope shock. The rest source to borrowegndor sample
household was organizati (Sagawa foundatiory 12.50 %in participar
and 1.69% in nomparticipant household

Table 5.22 Source®sf borrowed moneyto cope withthe shock

Number of househos

Sourceof borrowed mone Non-participant Participant (N=3z
(N=59)

Relative & friends 45 (76.28) 22 (68.75)

Money lender 11 (18.64) 6 (18.75)

Formal source 2 (3.39) -

Organization 1 (1.69) 4 (12.50)

Total 59 (100) 32 (100)

Note: Figures in the parentheses represent pegz
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5.1.20Regqular healthcare situation of the sampled busehold:

As health is an important thing for protecting fveductivity of the
household rural household's attention on healtle @zs inquire in this
study (Figure 5% According to research findir@® nor-participant
households (22.48%and 27 participant householdg45.00%) practice
health care regularly. Therefore participant hookklthe interested in
regular health caravas highe in participant households thain non-

participant householc

100 -
90 -
80 -
70 - 45.00
60 -
50 - 22.48
40 -
30 -
20 -
10 -

% of households

Non-participant Participant
household: households (N=60)
(N=129

Figure 5.5Regular health care situations of the sapted household
5.1.21Involvement in organization and training programs

In the study areahere were many kinds of organization forming
different purposesbut every group was going for development
strengthening local capacity with many aspectss Igood for the villag
development in the long run; enhancing collectivapacity for rura
developmentin this study, concerning social and institutioaspect, one
indicator: participation in organization and thaiting progrars of the

sampled householdgasinterviewed.

AGIAR

i |
% Research that works for developing
< why i

countries and Australia

aciar.gov.au

International Agricultural Research

Page6 3



e

b
=
= sl

To do these, sampled households were asked almuirthiolvemen

in selfhelp or social welfare organizations and trainittgradedcondition
(Table 5.23Among the sampled households, 4.65% of -participant
households and 16.67% of participant householdse weancerned i
organizations such as government, -government organization, villa
association and village administratifOut ofthe participant househol who
participated in organizati, 6.67% were joined in village administrat
organization and each ¢3.33% were integrated in government, -
government and village associations respectivetywéver, 2.33¢ 1.55%
and 0.77% of noparticipant households were intaged in village
associationyillage administrativ and nongovernment organizati. Large
proportion of participant households (83.33%) andn-participant
households (95.35%\vere not involved in the activis of organizations

Table 5.23 Patrticipation of sample households in organizatic

Number of househol

L Non-participant N
Participation status Participant

households
households (N=6!

(N=129)
Not-involve in organizations 123 (95.35) 50 (83.33)
Involve in organizations 6 (4.65) 10 (16.67)
- Government - 2 (3.33)
- NGOs 1(0.77) 2 (3.33)
- Village associatio 3 (2.33) 2 (3.33)
- Village administrativ 2 (1.55) 4 (6.67)

Note: Figures in the parentheses represent pegz
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Table 5.24showed different types of training attended bysamplec

households. In the study area, there were 3 diftéraining programs whic
were offered by different organizations. In this stud.33% of participar
households and 11.63% of r-participant households attended the
programs. Among them, training program which relatéth agriculture wa
the most important training program and 8.33% atigipant household
and 9.30% of nomarticipants households involved in this trainiddpout
3.33% of p@rticipant household and 2.33% of -participant househol
attended training which deal with livestock. Ruddvelopment trainin
program was participated by 1.67% of participanidaholds. Regarding tl
number of households participating organizaticnd attending trainin
programs, it was observed that participant housishalere more interest
in the training programs and organizas than the no-participant
households. However by means of total sampled holdg participation in
organization andraining was still weal

Table 5.24 Type of trainings attended by participant and nor-
participant h ouseholds

Number of househol

Non-
Tvoe of trainin articipant Participant Total
P J P P households Households
households
(N=60) (N=60)
(N=129)
Agriculture 12 (9.30) 5 (8.33) 17 (8.99)
Livestock 3 (2.33) 2 (3.33) 5 (2.64)
Rural development - 1(1.67) 1 (0.53)
Total 15 (11.63) 8 (13.33) 23 (12.17)

Note: Figures in the parentheses represent pegz
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5.2 The Impact of PACT Microfinance Program on the Participant

Households’ Livelihoods

Before exploring th progress of participant househc after
participating in microfinance program, reason (articipating in
microfinance prograr and type and used of credit which borrowed fi
microfinance progranwere first examined.
5.2.1 Reasons of pdicipating in microfinance program

In the study area, participant households have rakveasons t
participatein the PACTmicrofinance program (Figure 5.6egarding to th
reasons of participating in the microfinance programost of the
participants (78.33%ere participated in the microfinance program bece
of the requirement of loan whicwas the major reasobout 11.67% o
sample households partiated due to the low interest rate of this prog
The otherreasons of participating we no need ofthe clients’ collateral

(5%) and to joinn group worl (5%) respectively.

To join in Low
group WOH\ interest raté | No need

5% 11.67% | |collatera
5%

Requireme
t of loan
78.33%

Figure 5.6Reasons of participating in the PACT microfinane program

= ACIAR
<% Research that works for developing
countries and Australia

aciar.gov.au

International Agricultural Research

Page6 6



5.2.2 Types and Bocation of credit borrowed from PACT microfinance

program

In the study area 83.33% of participant househotasl regular cred
which was the most useful credit type among theigyeants. The cer
types of credit were small a medium entgorise loan (5%), education lo
(6.67%) and agriculture loan (5%) respecti in Table 5.2.

Table5.25 Types of credit borrowed from PACT microfinance
program

Participant households (N=¢

Types of credit

Number Percentage
Regular 50 83.33
For education 4 6.67
For small& medium 5.00
enterprise 3
For agriculture 3 5.00
Total 60 100

The PACT microfinance program emphasizesallocatior of credit
in the particular activity. Participants may uset jpa all of the credit in the|
iIncome generating activities such as agricultugkl$§, livestock rearir, and
small and medium enterprises. So, participeallocation of credit whicl
borrowed from PACT microfinance progr: is shown inTable5.26.

Page6 7
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Table 5.26 Allocation of credit borrowed from PACT microfinanc e
program by participant households

. . Participanthouseholds (N=¢
Types of credit allocatic

Number Percentage
For householdonsumptio 20 27.40
For agriculture 19 26.03
For livestock rearing 16 21.92
For education 9 12.33
For investment in marketil 5 6.85
For health expense 2 2.74
For repayment of debt 2 2.74

According to th research results, it was found &ia#0%,26.03%,
21.92% and 12.33% of participant's households wsedit for househol
consumption, agriculture, livestock rearing and cadion fees. Moreov,
6.83% of participant households used credit for theegtment in marketin
and 2.74% each of houseds used for health expense debt repayment
respectively.From this finding, it can be seen that 55 % of ipgrant
households allocatedredit in income generating activities (agricultt
livestock rearing and marketin
5.2.3 The impact of mricrofinance program on participant household’s
livelihoods

In this context, brain storming section was conddcamong th
participantan order to generate opinion based on their expeeen dealing
with the project. Through the personal interviele tespondents answel
individually on their experience participating inthe program regarding ti
households' income, food intake, ucation expenditure, housit

improvement and job opportunities, other benefiigproblems
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5231 Overall households' ncome and food intake

The generation of income was another consti to investigate th
impact of programWhen the participants \re asked about their househ
income condition, the participants responded ptgely that they
gainedt6.67% growth in incomes shown in the Kure 5.7while 1.66%

noted a decrease and 51.6was remained unchanged.

Household income

Decrease
1.66%

Increase
46.67%

N =60

e

Unchangeg
51.67%

Figure 5.7 Situation of householdncome by participation in
microfinance program

Household food condition was one of the factoradsess the effec
of microfinance prgram on participant householc(Figure 5.8). Fo
majority of participanthouseholds (43.34%) felt thahere has beeian
improvement in their food intake. However, the ré56.66%) of the
participants felt that the households’ food intaleenained the same |
participation in microfinance program. Thus, thendf@ of participation ir

the microfinance program was incred among participant househo
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Unchange
56.66%

Increase
43.34%

N =60

Figure 5.8 Impactof microfinance program on household food ntake
5.2.3.2 Education expenditure

Educationexpense was one of the measurement units whictbe
used to evaluate the impact of program on househgdovenent (Figure
5.9). Among the participant househol 46.67% used more money ft
educational expense after participating in microfinance pogram,
athough the next 50' did not change their expense for children's edan:
The rest participas (3.33%) responded that after participating
microfinance program their ddren's educationaxpense we decrease than
before.

Education expenditure

Decrease
3.33%

Increase
I uxg . 46.67Y

i3 §
§§§ i
33 % 3333

N =60

Unchange
50.00%

Page7 0

Figure 5.9Changesn educational expenditure of participant householg
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5.2.3.3 Hbusing mprovement

The impact of the program on inovement of living conditions we
examired. In the study area 43.34% of the participanserésd hat they
have undertaken repair improvement othe roof, floors, and waetc after
they haveparticipatedin the program. Thehousing condition ofother
(56.66%)participants di not change (Figure 5.10).

Housing condition

Increase
43.34%

Unchanged
56.66%

Figure 5.10mpact of microfinance program on housing ondition
5.2.34 Other kenefits gained b participant households by oining

the PACT microfinance program

The other benefits which auired by joining the program we shown
in Table 5.27The scheme of biweekly repayment system with im&at
does a favour to save money and tase burden of debt for mc
participarts. By means microfinance prograB0) (50%) out of 60
participants, answered that their household memiggws more jok
opportunities after participating in microfinanceogram an half of 60
participants answered that thcan participate more in social activities th

before. Another benefit was that 38.33% of paréiois’ householc
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established new business by using money from miman€e projectin this

study, regulahealth car condition of participant househcs was done by
using microfinancg@rogran.

Table 5.27 Otherbenefitsgained by participating in PACT
microfinance program

_ Participant households (N=¢
Types of benefits

Number Percentage
Increased jobs opportunit 30 50.00
Participation in social activiti 30 50.00
Regular health care 27 45.00
Establish new busine 23 38.33

5.2.3.5 Some wblems faced participant households by

participating in PACT microfinance program

In the study area, participant households gc only opportunities bt
also constraintdy participating in microfinance program (Figurell).
Some participant's households faced repaymentgmrobhd some were n
satisfied with current interest rate. Among thetipgrant households, abo
48.33%faced repayment problems. Thiss due to naegular incomeof
participants anghort repayment peri. Although 88% of participants agr
to pay interest rate as specified by instituticl1.67% ofparticipants did nc
satisfy with this interest rate. En though the repayment has to |
biweekly with instalment, interest rewas uniformly collected every time .

well. It was more burdens on particips who didnot have regular incom
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9 80 - 48.33 N =
3 =
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g 40 - 11.67
5 207
g O T 1
‘s Problem in  Unsatisfactory
o repaymer  current interest
rate
- J

Figure 5.11 Type of problems faced by participant buseholds dueo
participating in microfinance program

5.2.3.6 Dailyincome job opportunities of farticipation households
In this study the particiint households' daily income j situation was

inquired to know their repayment capacity (Tabl€8%. Among the

participant households, 51.67% had daily incomenfansof running

grocery, tailor,and small business such fried potato, betel nut choppil

and weavingbamboosieve and asket. The rest 48.33% of particip.

households did not have daily income jobs. It waes tajor eason for

participant householcto face repayment problem.

Table 5.28 Daily income job opportunities of participant housdolds

Participant households (N=¢

Daily income status

Number Percentage

Without daily income 29 48.33

With daily incomefrom small busines: 31 51.67

- Grocery 12 20.00

- Tailor 3 5.00

- Fried potato 3 5.00

- Betel nut choppin 3 5.00
- Weaving bamboo sieve & bas 10 16.67 m
Total 60 100 S
(a9
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5.2.3.7 Interest ate paid by participant households to PACT
microfinance program

The interest ratof PACT microfinance program was calculated be
on biweekly interest (Table 5.29). Based on this cateutaaverage intere
rate paid byparticipant households to PA( microfinance program we
4.58% pemonth. The official interest rate of PACT microfira program
was 3% per month. Was the reason of unsatist to current interest rate
participant householc
Table5.29 Interest rate paid by participant households(Unit = MMK)

o Interes Interest rat/ Interestrate

No.| Principal /bi-weekly bi-weekly montf
1 100,00( 60( 0.6( 1.2(
2 96,00( 60( 0.67 1.2
3 92,00( 60( 0.65 1.3C
4 88,00( 60( 0.6§ 1.3€
5 84,00( 60( 0.71 1.4%
6 80,00( 60( 0.75 1.5(
7 76,00( 60( 0.79 1.5¢
8 72,00( 60( 0.87 1.67
9 68,00( 60( 0.8§ 1.7€
1C 64,00( 60( 0.94 1.8¢
11 60,00( 60( 1.0C 2.0C
12 56,00( 60( 1.07 2.14
13 52,00( 60( 1.1F 2.31]
14 48,00( 60( 1.2 2.5(C
15 44.,00( 60( 1.3¢€ 2.7%
16 40,00( 60( 1.5C 3.0C
17 36,00( 60( 1.67 3.3¢
18 32,00( 60( 1.8¢€ 3.7¢
16 28,00( 60( 2.14 4.2¢
2C 24,00( 60( 2.5(C 5.0C
21 20,00( 60( 3.0(¢ 6.0C
22 16,00( 60( 3.75 7.5C
23 12,00( 60( 5.0(¢ 10.0(
24 8,00( 60( 7.5C 15.0(
25 4,00( 60( 15.0( 30.0(
Average actual interest rate 2.29 4,58
Official interest rate 1.5C 3.0C

Source: Own calcuation based on PACT program b-weekly interestamount
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5.3 Factors hfluencing on the Annual Household hcome
In this analysis, some variables which are likety impact or

household income were examinéTo explore the determinants of ann
household income of sampled howolds, multiple regressiomodel was
used with particular dependent variables basedhe nature of the data ar
its expected correlatic

The annual household income of sampled householdstural loc
value was included as the dependent variable imetpeession mod (Table
5.30) The independent variables of the model ' household heés age
(yean, household heas schooling year (yegrnumber of family membe
number of income sourc amount of norfarm income in 2013, and thr
dummy variables of household head’'s gender, farnuséloold an
participation inPACT microfinance program.

According to the descriptive statistics, averageual household
income (MMK1,686335 average household headdge (52.35) years,
average household head's educa(6.36) years, averadamily membe per
household(5.30Q)average income source of thempled househo in 2013
(2.01) and averagannualnon-farm incomeper househo(MMK888,293)
were shown in TablB.3C.
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Table 5.30Descriptive statistics of dependent and independentriables
in multiple regression mode (N =189)

Variables Minimu Maximu Std.
Units m m Mear Deviation

Annual household MMK/hh/yr 135,00(7,750,36( 1,686,. 1,137,166

income 35

Household head's  Dummy

gender

Household head's Year 23 90 52.3¢ 12.46

age

Household head's Year 0 11 6.3€ 2.22

schooling year

Family member Number/hl 2 10 5.3C 1.88

Farm household Dummy

Income source Number/hl 1 3 2.01 0.59

Non-farm income MMK/hh/yr 0 6,405,00( 888,29: 845,255

PACT participatior Dummy

The estimated results of the multiple regressiaiyais on the annu.
household income of sampled households were sumadanm Table5.31.
Overall, the estimated result is satisfactory bseait fulfills the following
criteria of good results. Firsthe adjusted R(which is a measure |
goodness of fit of the estated regression model) value (8 depicts a
good fitting of the model. In this model, thévalue 0f0.36¢ and the F-test
showsthat the estimated regression ' quite meaningful in the sse that

the dependent variable s

related to each specified explanal

variables.Thdinear relation of the model w highly signficant (the p valus
for the F wadess than 0.01). Second, the sigrr the estimated coefficien
wereconsistent with tF prior expectationgxcept number of income sou.
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Thirdly, most @ the estimated coefficients we statistically significant at th
0.01, 0.05 and 0.19vel, which wa significantly different from zer:

Table 5.31shows that mo of the explanatory variables ve
significantly related with the respondentnnual household income, whi
was indicated by the ? adjusted R and Fvalue. Among explanatol
variables, household head's a number of family member, n-farm
income and farnmouseholds were positiveand significantlyrelated to the
annual household income at , 5% and 10% level.

Moreover,the annual household income wpostively related witr
microfinance participation status but not signifit. Based on the resul
there was a strong positive relationship betweesn d@hnul household
income and the fougxplanatory variable household heagage, number of
family member, norfarm income anfarm household.

The determinant variable household head's ageas prove to be
statistically significant and positively relatedr@spondent’s fami income.
If other factors remain the same, the positive ficeht shows that the old:
the age of household head, the higher the amouhieafespondent’s fam
income. Accoding to coefficient value of household head's d4§éincrease
in household head agthe household income will be increased by 0.: In
addition, coefficient value cnumber of family membg0.74)and non-farm
income (0.02)ndicated thaif 1% increases fiamily memberand non-farm
income household income will be increased by 0. and 0.02%
respectively.Moreover all other things being equalf, household is farn
household, household income will be increasmore than nc-farm
households. Inhis study it was also found that participation IAGT
microfinance program was positively related withubehold income but n
significant. This means that household incowas increased by means
PACT microfinance program but nmajor.
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Table 5.31Results of the multiple regression analysis for th
determinants of annual household income ofarticipant and
non-participant households

N=189
Independent Unstandardize Standardize
_ T-value Sig.
variable coefficient (B) coefficient )

(Constant) 11.478*** 17.44¢ .000
Household head' 139 -.056 -.813 418
gender (D
Household head' 274* 115 1.742 .083
age (ear)
Household head' 065 .035 526 599
education (ear)
Family member A4+ .393 5.822 .000
(Numbe/hh)
Farm household A14%** 274 4.25E5 .000
(D)
Income source -.298 -.094 -1.434 153
(Numbe/hh)
Non-farm income .022** .155 2.458 .015
(MMK /hh/yea)
PACT 025 016 261 794

participation (D)

Note: Adjusted B= 0.33¢, R°= (0.366), F= (12.981 Sig= 0.000
Durbin-Watson%.88¢, *** p<0.01, ** p<0.05, * p<0.1

**x ** and * are significanfat 1%, 5% and 10%vel respectively an™=

not significant

Household headgendel- Female =1,other=0
Farm household=arm household=:other=0
PACT participationParticipant household = 1, other
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5.4 The Empirical Results of Influencing Factors of Rrticipating and

Not Participating in Microfinance Program

In this study, the empirical analysis of the deteants or influencing
factors ontaking microfinance program was carried out by gskrobit
Regression Model. In a Probit Model, the endogenaugble is a dumm
or categorical variablwith 1 representing househalehich participating in
microfinance program and O repredng nonparticipatior. In the present
study, not only some quantitative variables bub aesme qualitative ¢
dichotomous variables were conside

The estimation was done to determine the factohnsctwinfluence or
participation in microfinance progr: by Probit Model. There were ni
independent variables in the empirical Probit Mod&tcording to the
descriptive statistics, average household h age(52.3b years, average
household head'sducation6.36) years, average income earning fan
member (3.33)average children schooling yei(6.74)years, average lar
holding size (1.78hectare, average credit source in 2((0.99),average
credit amountNIMK 255, 671) were shown in Table 5.32.
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Table 5.32 Descriptive statistics of independenvariables of
participating and not participating in PACT microfi nance
program (N=189)

Variables _ o _ _ S_td'
Units Minimum Maximum Mear Deviation

Average MMK/hh/yr ~ 135,00C 7,750,36(1,686,33! 1,137,166

annual

household

income

Household Yeal 23 90 52.3¢ 12.46

head's age

Household Yeal 0 11 6.3¢€ 2.22

head's

education

Income Number/hl 1 7 3.3¢ 1.48

earning

family

member

Total area of  Hectart 0 8.09 1.7¢ 1.79

land

Number of Number/hl 1 3 2.01 0.59

income

source

Credit MMK/hh/yr 10,00C 2,400,00( 255,67: 26,317

amount

Credit source Number/hl 0 4 0.9¢ 0.86

S
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The estimated coefficients and the correspondentstids which

resultedfrom the Probit Model were given in Tak5.33 Chi-Square value
(235.353) and mpalue (0.003) suggested that the estimated modsl
significant at 1% leve

Analysis of the survey data revealed tl6number out of the 9
variables included in the mel wer significant (at 1 ¢ to 5 %) in
explainingthe variation in taking microfinance status of helusld in tle
study area. These variables e household headender, income earnir
family member, land holding size, amount of ¢t and number of cred
sources taken in 2013 year and regular healtle. The other factors
household head age, household head education aedhgav childrel
schooling year were not significal

In this study, the explanatory varia household head gender \
positively related to the probability of participation microfinance prograr
and statistically significant at 5 % level. It iondies that female head
household more interested in microfinance progrdrant male heade
household.

In terms of the income earning family member, hiighly significant a
the 99%confidence level and having positive impact on pinebability of
participation in microfinance progranThe coefficient value of incon
earning family member (1.22) indicated ' one unit increase in incon
earning family member, the probability aricipation in microfinance
programwill be increased by 1.22(t suggests that the increase the incc
earning family member, the higher the probability of participatiom
microfinance prograr

Looking at the land holding size, the coefficielue -0.65) was

negative and significant at 1% level. This probalriglicates that 1 un
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increased in land holding size, the probability pérticipation in

microfinance program will be decreased by 0.65%is Timplies tha
households with large land holding sizere not likely to participate in tf
microfinance prograr

According to the Probit regression results, the amof credit and th
number of credit source was positively asignificantly related to th
probability of participation in microfinance progn at 5% and 1% leve
respectively. This mes that the larger the amount and source of crec
household, the greater the probability of partitgpa in microfinance
program. Allother things being equal, if one unit increasesr@dit amoun
and in nurber of credit sourcethe probability of participation i
microfinance program will be increased 0.20% an86% respective.
Moreover the probability of participation in microfinance ggran was
positively related with household with regular hleatareat 1% level. Thit
means that regular health care households moreegtéel in microfinanc
program.

In this analysis, household head age was negatreddye« with the
probability of participation in microfinance prognabut not significanlt
was becauws the older the age the lesser interested in aggn@ation
Looking at average children schooling year, theffment value wa
positive but not statistically significant. This ames that the probability of
household to participate in the microfiice progranwas not affected by tt

average children schooling ye

@~ AGIAR

]  Australian Government
Research that works for developing 7 e e
countries and Australia 4 Australian Centre for

International Agricultural Research

aciar.gov.au

Page8 2



Table5.33 Regression results ofnfluencing factors of participating and
not participating in PACT microfinance program (Probit

Model) (N =18¢)

Estimate Standard _

Parameter Z Sig.

coefficient error
'("[f)useh"'d headgende 1.807* 772 2.34C 019
Household head's age ns
(Year) -1.062 915 -1.161 .246
Household head&sducatior ns
(Year) 324 499 .649 516
Income earning famil, . ]
member (Number/hh) 1.226 427 2.86¢ .004
Averagechildren schooling ns
year (Year) 042 .196 217 .828
Land holding size (Hectg) -.654*** 218  -2.99¢ .003
Credit amount - .
(MMK/hh/year) .208 .086 2.42: .015
Credit source (Nmbe/hh) 2.365%** 515 4.59] .000
Regular health care ek
household (D) 3.147 1.165 2.70] .007
Intercept -.800 3.548 -.225 .822
Chi-square 235 353
P-value 003***

Note: Chisquare = 235.3!, P-value= 0.003** p<0.01, ** p<0.05, *

p<0.1

*** and ** are significant level at 1% and 5% ldvespectively and ns=n

significant

Household headende- Female =1, other=0

Regular health care househ- Yes =1, other=0
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CHAPTER VI
CONCLUSIONS AND POLICY IMPLICATIONS

This chapter cents on the conclusions of the assessment and
implications from theimpact of PACT microfinance program on t
livelihood of rural households in Kyaukpadaung Tehip, Dry Zone Arec
This study was done carefully within the limitech&éframe based on th
gualitative and quantitative di collected for the study. Based on
findings of the study, conclusion apolicy recommendation can be dra
to highlight the important pois especially for livelihood of rural househol
in the study area.

6.1 Comparison of Soaoeconomic Characteristics and livelihood of

Participant and Non- participant Households

According to the demographic and socioeconomic adtaristic
results, there were statistically significant diéieces between participe
households and n-participant households. Most othe participant
household heads the microfinance program we¢ younger and highe
educational level than n-participants household hes. In case of
occupationhousehols with household headsw had secondary occupai
more participatedn microfinance program than other househ« Average
family size, income earning family members, number of stus and
children schooling years (articipant householdsere higher the that of
non-+participant householc

Majority of paricipant households were found lasdless and sme
holder farmers. Therefore households who actively involved in t
microfinance program were mostly landless and sfaath household In
the study aredabor migration situation of both households wakaahigh
in internal migration Nowadays, labor migrationinterna (domestic) and
international) was one of the key income sources for the house
especially in the drgone are:
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Income wasone of the most important indicators to measureo-

economic status of the people. In the study arka, rhain source ¢
household income for bc types of households wém crof. The second
largest income source for participant household maa-farm labour income
and that of nomparticipant household was remittance incorAlthough
number of income sources for participant househwalds higher than n«
participant households, the average per capitamecewas lower. It showe
that most of the partipant householddepended on various jc which gave
someamount of money for their livin

In the study area, consumption expense of partitipauseholds «d
nonsparticipant households we¢ above 50 % of total expenditl. Hence
expenditure on foodas usually high anexcessivenessn it will adversely
affect the other sectors. In addition, expenditaneeducatiol was above
16% in both households. This reveals how difficuitvas for household t
spend on education in the study area. Moreo\ was also found that abg
half of both househol’ total income waswot enough for household to
expenditure.

According to UNDP poverty line 20, participant household
poverty and food poverty status were more seveam thor-participant
householdsn the study are.

The households which took credit from only one kifidources wer
more in nonparticipant households than in participant housthdHowever
taking from two and three source of credit were enam participan
householdsMoreover, theamount of credit taken by participant househ
was two times that by n-participant householdsThis showed the
participant household had mcsevere indebtednessthe study are.

In dealing with shock and coping strate¢ was found thamore
participant households faced sho@and coped these shocks v different
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ways. Among the coping strategies, borrowing mofreyn relatives ani
friends, and selling of gold and household assete\the majority in bot
houséolds. Such a response may ¢ households in the sh-run but may
have undesirable loAgrm consequences.

6.2 The Effects of Microfinance Program on ParticipantHousehold’s
Livelihoods

By investigating the progress of participant househalitier joining ir
microfinance programpart or all of the credit could b@ their income
generating activities such as agriculture fieldggdtock rearing and sm:
micro-enterpriseurpose by more than half ofparticipant househol.
However, the rest participant households usedcredit for nor-business
purposes such as to buy food for the family, payd&bt, pay for health ca
and pay for their children educati

In this study, it can be seen that the participanskbalds got sever
positive effects from tl microfinance program as follow:

Based on participant household's rese about half of th
householdshave increaseincomes and improvement in their food inte
Another ways to explore the impact of program ondadold improvemet
were educational expense and hog improvement. Aout (45%) half of
the participant households used more mone\ educational expense a
improvements in the roof, floors, and v only after they joined th
program. Moreover50% ol participant householdshembers ot more job
opportunities.They coulc afford health care regularly amdore participaid
In social activities the before. Some participantlsouseholds establish
new business by using money which borrowed fronrafiltanceprogram.

Nearly half of the participantouseholds hadepayment problems di
to no regular income arshort repayment periodnother problem was th
someparticipants' households wi not satisfiedvith current interest rat

i%\% AGIAR Australian Government
Research that works mr leveloping e

countries and Austr: Australian Centre for

International Agricultural Research

aciar. gov.au

Page8 6



6.3 Factors hfluencing on the Annual Household hcome

According to regression model result, imost positive influencing
factorson annual household income were age of househald, member o
family memberamount ofnon-farm income and farmingouseholds.It wa
also found that participation in PACT microfinarmegramled to increase
household incombut did not sho significant effects.

6.4 Major Influencing Factors of Participating and Not Participding
in Microfinance Program

According to the research findings, it was evidéat the main factot
which determined the probability of a household participate in ¢
microfinance scheme wehousehold head’'gender, income earning fam
member, land holding size, amount of cr, number of credit sources a
regular health care househc

Female headed householwere more interested in microfinan
program. Therefore this reswwas consistent with one of the criteria
microfinance program. Income earning family memvas aso significant
with participation in microfinance program. And theoarticipation statu
was strongly and positively associated with creghitount and number «
credit source. This findinwas alsaconsistent with descriptive results in t
study. Basedn these facts, it was concluded that households mibre
credit amount and source, more interested in miaate prograr
Moreover lousehold wth regular health care practis@s more interested
microfinance program. s, land holding size was negagly related with
participation statusthe larger the land holding size the less intedgte
PACT microfinance prograrn

Page8 7
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6.5 Policy implication

The results of th study confirmed many of théndings in the
existing literature and offered sorpotentially new insights and sugges
several lessons for the study of microfinance imegalBased on the
findings of this studgome¢ recommendations are suggestsdollow.

In the study area, participant household's s wer¢ younger and
higher educigon than no-participant household's hedd.rural household:
the higher the education level, the more potentiahdopt the innovatiol
Therefore ducating youn generation isstill needed to facilitate tr
technical adoption.

Crop income was thlargest portion of the total household incom
both households and second largest for participanseholds was n-farm
labor income and for n«participant householdsas remittanct Moreover
labor migration rate was relatively high in bothukehold. So, programs on
agricultural technology development and -farm sector developme
should be accelerated simultaneouto increase the household incc
which can also reduce the migration rate in rurads:

At present situatiorMADB and cooperativevere major credit sourc
for farming households and their interest rate weveer than other cred
source. Therefortormal financial institutios shouldemphasize provision ¢
loannot only on farming households but also landlesshbolds

Although, poverty reduction program is implement by means of
microfinance progra in the dry zone areamost of the householcwere
situated below theoverty ancfood poverty line. Therefori is pointed out
that more effectivgpoverty reduction progres shouldbe performe in the
study area.

In this study,there wer three types of shockf&ced by sampled
householdsiamely health shocksocial shocks and natural sho. Among
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them, lealth shockhighly affected to participant and nc-participant
households. Ishowed th¢ nutrition programwhich can relief health sho
should bepromoted i1 the long run for rural households.

In the selected are although participant householdémnily members
and income sourcewere higher, per capita income was lower trnon-
participant householc Rural households who had big family memk
earned significanincome they still relied on microfinance program.
addition, the sources of income did not influerfeetotal household incom
As a result, ppgram on high incomjob opportunities which is demandi
professional scales is esser to increase the rural household incc
significantly.

In this study, average credit amount and creditasiof participar
households were higher than -participant household<Although there
were positive impacts of microfinance program ie ghudy area, househol
with larger credit amount and more sources of tredere actively
participating in the microfinance prograiThe indebtedness of participe
households should be sersly taken into account and much more cr
management training prograiare urgently needed.

Although one of thobjectivesof PACT microfinance program was
create a sustainable microfinance institution ®yrilember themselves, th
could not implemet this objective up to no' Improvingthe effect of PAC1
microfinance program on livelihood of rural peojies needed to resoh
repayment and interest rate proble. Therefore, the Statnd microfinance
institution itself should monitorand regulatehe microfinance progra to
fulfill their vision anc objectives, anagncourage the program wiflexible
repayment schedule based on typology of house andreformulation of
interest rate, etc.

Page8 9
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