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ABSTRACT

This study aims to focus Porter’s generic competitive strategies that describe
how a company pursues a competitive advantage across its chosen market scope. The
objectives of the study are to identify competitive strategies of DGB Microfinance
Myanmar Co., Ltd., to examine the effect of strategies on business performance of
company and to analyze the relationship between business performance and
sustainability of company. The primary data was collected from 150 employees out of
300 employees (50% sample size) from the company. The questionnaires are structured
with 5 points Likert scale. The descriptive and inferential analysis method are used. The
study found that cost-leadership strategy has a positive and dominant effect on business
performance of company. The focus strategy is also positively affecting on performance
of business. However, the study found that differentiation strategy has no influence on
performance of business. Therefore, the company can analyze and adopt the cost
leadership strategies that can formulate and improve business performance in order to
gain sustainable advantages in the industry. In accordance with findings, there is a
positive relationship between business performance and sustainability of company.
Hence, company can promote and enhance the performance which can gain and
facilitate their ability to maintain the long-term sustainable company in terms of generic

strategies.
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CHAPTER |
INTRODUCTION

Microfinance institutions have been developed since the late 1990s as a tool for
economic growth to benefit low-income people (Bayeh Asnakew Kinde, 2012).
Microfinance are the institutions that provide all types of financial intermediation
services such as savings, loans, fund transfers, insurance and pension transfers to low-
income households in both urban and rural areas (Otero, 1999). They can strengthen
individuals financially and socially by creating self-confidence and financial
sustainability. Since MFIs provide financial products to the poor who are high-risk
borrowers, a low loan repayment rate also threatens their sustainability (Rosenberg,
2009). Many factors threaten the sustainability of MFIs in Myanmar. One of these is
the intense competition triggered by the high growth rate with the bargaining power of
existing competitors in red ocean market and formal banking institutions are key player
in microfinance which threatens the survival and ultimately the impact of MFIs. As the
business environment has become more complex, accompanied by increased
competition, changes in lending methods and new regulatory requirements, there is
unprecedented business failures in the MFI industry.

Competitive strategies are plans that include offensive or defensive actions to
create a defensive position in the industry, used to beat competitors by gaining a
competitive advantage. According to Johnson and Scholes (2005), competitive strategy
is about the foundation in which a business unit can reach the competitive advantage in
its market. A competitive advantage is essentially the search for a favorable competitive
position in an industry and aims to establish a profitable and sustained position against
the forces that determine industry competition (Porter, 1985). Competitive strategies
are the core of any firm’s success and therefore businesses must develop a plan that
addresses ways to compete in their respective markets. (Ansoff, 1990).

The effective selection and implementation of competitive strategies ultimately
leads to competitive advantages and therefore better performance of the company. This
performance have to drive the business sustainability of the company. Kimotho (2012)
describes performance as the result of all the operations and strategies of the
organization. The concepts linking the company’s competitive strategy to performance

was introduced by Barney (2002). In microfinance, business sustainability refers to the



long-term continuation of business after discontinuing of project activities (Ahlin &
Lin, 2006). In order to keep afloat in this scenario, DGB Microfinance Myanmar Co.,
Ltd.. have to constantly review their competitive strategies by exploiting their
mechanisms to keep ahead of competition from other financial providers to guarantee
business sustainability in competitive market of MFIs industry in Myanmar. Therefore,
this study investigates about their competitive strategies to maintain better performance

and to drive business sustainability of DGB Microfinance Myanmar Co., Ltd..

1.1  Rationale of the Study

Microfinance institutions play a critical role in providing financial services to a
large group of people who do not have access to traditional banking services. The
sustainability of MFI is therefore crucial to poverty reduction (Robinson, 2003; CGAP,
2004; Hollis & Sweetman, 2007; lezza, 2010; Guntz 2011; Tehulu, 2013). This is
because sustainable MFIs can reach more poor people enabling them to continue to
have access to financial services (Ek, 2011). MFIs contribute to the economic
empowerment of the poor by providing financial services. On the other hand,
unsustainable MFIs does not help the poor in the future because they are lost (Schreiner,
2000). However, there is a going concern about the sustainability of these institutions
due to intense global competition.

There have been many studies on competitive strategies globally and locally
with conflicting and inclusive results which leaving gaps that need to be filled. For
instance, in previous studies it is clear that the competitive strategies have a significant
positive effect on performance of MFI industry (Tomno, 2014). It is found that the
competitive strategies have a significant positive effect on performance of Bumburi
Cement Limited as a single firm (Naderiu, 2015). Moreover, the analysis on effect of
competitive strategies on performance of single MFI is largely ignored. While the
several previous studies have underlined the relationship between competitive
strategies on performance as well as sustainability of organizations, the analysis of
competitive strategies in Myanmar MFIs has been poorly investigated and the extent to
which strategies affect the organizational performance and sustainability is still
unknown.

According to membership list of Myanmar Microfinance Association (MMFA),
round about 170 microfinance institutions including foreign and local companies is

operating all over Myanmar. Among these, DGB Microfinance Myanmar is the shortest



business life and immediately after starting field operations, Pandemic (Covid 19) hits
Myanmar. Hence, it is worth studying to review how DGB Microfinance Myanmar Co.,
Ltd. struggle in these difficult situations with their competitive strategies. Competitive
strategies seek to enhance the quality of loan products and to maximize the business
performance. By carrying out this study, it is sure that DGB Microfinance Myanmar
Co., Ltd. knows whether their strategies are effective enough to compete the rivals in
the industry. This research also investigates how the effect of the competitive strategies
of DGB Microfinance Myanmar Co., Ltd. influences the business performance of
company among all other competitors in microfinance industry of Myanmar. Next, the
study seeks to analyze the business performance and how it effects on the business

sustainability of DGB Microfinance Myanmar Co., Ltd..

1.2 Objectives of the Study

The objectives of the study are as follows;

1) To examine the competitive strategies of DGB Microfinance Myanmar Co.,
Ltd..

2) To investigate the effect of competitive strategies on business performance of
DGB Microfinance Myanmar Co., Ltd..

3) To analyze the effect of business performance on sustainability of DGB
Microfinance Myanmar Co., Ltd..

1.3 Method of Study

In this study, quantitative analysis method is practiced to examine the
relationship between competitive strategies, organizational performance and business
organizational of DGB Microfinance Myanmar Co., Ltd.. According to the Kothari
(2004) descriptive studies describe the characteristics of an individual or group. This
design was appropriate because the researcher is able to collect data economically by
using questionnaires from the target population. Both primary data and secondary data
is used. Primary data is collected from 150 employees out of 300 employees from head
office and all branches by using simple random sampling method. Statistical Package
for Social Sciences (SPSS) program is used to analyze. Pearson correlation coefficient
is used to determine the relationship between variables. The questionnaire has 29 items
to measure all the independent variables and dependent variables. Each item is

measured on a five-point Likert scale and the scale range is 1 to 5 including: strongly



disagree, disagree, neutral, agree and strongly disagree. The target populations are from
all level of management because they are involved in the crafting and implementing of
strategies for their organization. Using a survey limit the collection of respondent’s
opinions and attitudes. Secondary Data is collected from previous research papers,
journals, articles, and survey reports from internet websites. The method limits the
generalization of research findings as it captures views that existed at a point in time.
This method fits the study of this nature since the researchers looked at the effects of
the independent variables (Porter Generic Strategies) on the dependent variables

(organizational performance and business sustainability).

1.4  Scope and Limitations of the Study

The study focuses on the competitive strategies on business performance
towards sustainability of DGB Microfinance Myanmar Co., Ltd.. And, it mainly
emphasizes on three main competitive strategies: cost leadership strategy, focus
strategy and differentiation strategy. The study only focuses with a view of
investigating the effect of competitive strategies on business performance as a whole.
The study examines whether DGB Microfinance Myanmar Co., Ltd. sustain enough in

the future due to the effect of competitive strategies and business performance.

1.5  Organization of the Study

This research includes five chapters. Chapter one provides an introduction,
rationale, objectives, scope and limitation, methods that were encountered during the
study. Chapter two presents theoretical background on the theories underpinning the
study, previous reviews of competitive strategies, business performance and
sustainability of microfinance institutions and the conceptual framework of study.
Chapter three presents three sections; history of MFIs industry in Myanmar, Profile of
DGB Microfinance Myanmar Co., Ltd. and competitive strategies practices in DGB
Microfinance Myanmar Co., Ltd.. Chapter four deals with research design, data
analysis, interpretation and discussion. Finally, chapter five presents the summary,
conclusions, the findings and discussions, suggestions and recommendations,

limitations and needs for future research.



CHAPTER I
THORETICAL BACKGROUND

This chapter presents a review of theoretical background regarding competitive
strategies, business performance and sustainability. This chapter is classified into
theoretical and previous studies related to this study. In theoretical review, Porter’s
generic strategies with the purpose of discussing strategic typologies according to
Michael Porter are presented. In previous studies, past studies to identify the knowledge
gaps worth addressing are presented. This section includes the definitions of the
variables used in the study framework, the review consisting of various sources of
information, international and local, published and unpublished work and the

documented case studies that have been carried out so far on Porter’s generic strategies.

2.1 Porter’s Generic Competitive Strategies Model

With the changing business environment, companies find it increasingly
difficult to find industrial environments with good enough conditions that allow a rate
of return above the competitive level. Competitive strategies provide a framework for
examining firm’s strategies and how they affect organizational performance. The firm’s
position in its industry determines whether the firm’s profitability is above or below the
industry average. The fundamental basis for long-term above-average profitability is
sustainable competitive advantage. Michel Porter (1980) argued that competitive
advantage derived from competitive strategy is the firm’s ability to defeat competitors
on the primary objective of profitability performance. Competitive strategy is a key
area of strategy and as such must grow from a sophisticated understanding of the
competition rules that determine the attractiveness of an industry. According to Porter
(1980), an organization can outperform rivals if it can establish a difference because it
can maintain and the essence of strategy is to choose an activity that is different from
what rivals are doing. Porter’s generic competitive strategies model describes generic
strategies by which a firm may choose to engage in offensive or defensive actions
against competition in any industry. These are cost leadership, differentiation and focus
strategies. Porter (1980) argued that generic strategies can only lead to competitive
advantage if they are sustainable. To do this, the firm must have barriers that prevent

other firms from imitating the chosen strategy.



In cost leadership strategy, a firm strives to have the lowest costs in the industry
and offers its products and services to a broad market at the lowest prices. When a
company lowers its cost structure, it earns higher profits than its competitors due to
lower production costs and is able to offer lower prices than its competition to
compensate for the lower level (Porter, 1985). Cost leadership strategy, as indicated by
Porter (1980, 1985) meant the strategy of trading with standard products together with
aggressive pricing. As Porter (1985) proposes, cost leadership strategy is one of the
most successful ways to achieve competitive advantage through the ability to reduce
and control costs, both production and non-production costs.

Thompson and Strickland (2008) agree with Porter’s view on cost leadership
strategies and state that this strategy calls for being the low-cost producer in an industry
for a given level of quality. Firms acquire cost advantages by improving processes
efficiencies, accessing lower cost materials, making optimal outsourcing vertical
integration decisions, emphasizing on forceful development of effective scale offices,
energetic quest for cost reduction for a fact, shirking of negligible client records, cost
minimization in ranges like innovative work (R&D) or avoiding some costs altogether.
Use of technology, branch expansion, access of cheap funds, geographical advantages
on branch expansion, economies of scale employing experienced and working toward
minimizing or controlling administrative costs to realize their low-cost strategy that
further translates to beating the targeted performance (Hansen et al., 2015). The sources
of cost advantage are varied and depend on the structure of the industry. This strategy
results in efficiency by producing standardized products while leveraging economies of
scale and experience, the firm also strives to gain competitive advantage. Generally, for
organizations to maintain cost advantages or establish the value chain to establish
efficient ways to produce, promote, distribute and design the product, a firm can also
gain a cost advantage (Porter, 1998).

Differentiation strategy also targets a broad market. The purpose of pursuing a
differentiation strategy aims to offer unique products or services to customers in order
to gain a price premium. This facilitates a firm erection of entry barriers and reduces
buyers bargaining power through customer loyalty and price elasticity (Porter, 1980).
This is the one way of creating a product or service that is considered unique across the
industry. Whether there is product differentiation is always a question of customer
perception, but companies can influence these perceptions through a variety of

measures. Companies that utilize a differentiation strategy consider the market



penetration as a first priority. Differentiation can be based on the design, brand image,
proprietary technology, special features, dealers, a strong distributor network, superior
customer service or other aspects that might be specific to one’s industry (Tanwar,
2013). Uniqueness should also translate into industry-standard profit margins.

Chan, Glaser, Rahman and Smith (2012) argue that product differentiation in
microfinance industry can be based on differences in the type of institution (firm
charters), lending methodology employed, level of product customization, alternative
distribution channels, degree of complexity when applying for a loan or advisory and
support services. Consequently, the customer has a wide range of choice from the type
of financial institution to the type of loan contract. This includes little or no collateral
lending models, thus greatly differentiating the microfinance products and services.
Rothschild (1984) contended that differentiation is often the secret to extending the life
cycle of a business and making it more expensive to enter and follow. The risks
associated with differentiation strategy include imitation by competitors and changing
customer tastes and preferences and hence the shelf life of differentiation strategy is
getting shorter and shorter.

A niche market has been used as one of the differentiation strategies as well as
focus strategy. The niche can be defined by geographic uniqueness, by specialized
requirements in using the product, or by special product attributes that appeal only to
niche members. Porter (2001) described focus strategy as strategies that pursue specific
market segments through overall cost leadership and differentiation as opposed to
engaging in the whole market. The target audience selects a segment or group of
segments in the industry and sets its strategy to serve them exclusively. The focus
strategy has two variants; cost focus and differentiation focus. Cost focus exploits
differences in cost behavior in some segments while differentiation focus exploits the
special needs of buyers in certain segments (Motta,2004). According to Allen and
Helms (2006), focus strategies may enable firms to utilize their specialized distinctive
competence or set of assets to create new niches. However, Thompson and Strickland
(2008) noted that the biggest disadvantage facing the focus strategy is the risk that the
underlying market niche may gradually shift more toward characteristics of the broader
market. A related risk is the potential for broad-line competitors to develop new
technological innovations or product features that may redefine the buying preferences

of the niche.



Porter (1980) argued that his generic strategies are not compatible to one
another. A firm that strives to achieve an advantage in all aspects may achieve no
advantage at all. For example, if a company differentiates itself by offering superior
products, this advantage may erode as it tries to become a price leader. Therefore,
according to Porter to be successful over a long term, a firm must select one and only
of the three generic strategies. Otherwise with more than one, a firm risk being “stuck
in the middle” and may not achieve competitive advantage. The companies that benefit
from multiple strategies do so by creating separate business units for each strategy.

This model is relevant to this study because DGB Microfinance Myanmar Co.,
Ltd. needs to employ these generic strategies to achieve a competitive advantage in an
industry that is becoming highly competitive. The pursuit of cost leadership structure
effectively enables DGB Microfinance Myanmar Co., Ltd. to reduce all production
costs, thus becoming the lowest cost provider, hence attracting more clients. A
differentiation strategy enables DGB Microfinance Myanmar Co., Ltd. to offer unique
products that customers need thus customers’ loyalty that eventually drives market
share. In a focus strategy, DGB Microfinance Myanmar Co., Ltd. can achieve a
competitive advantage by concentrating on a particular geographical area, market

segment or product line.

2.2  Resource-Based Theory

During the 1990s, the resource-based view (also known as the resource-
advantage theory) of the firm became the dominant paradigm in strategic planning.
Achieving a sustainable competitive advantage is at the heart of the literature on
strategic planning and marketing. Competitive advantage is attained when a firm
implements a value-creating strategy that is not being implemented by current or
potential competitors (Barney, 1991). The resource-based view (RBV) as a basis for
the competitive advantage of a firm lies primarily in the application of a bundle of
valuable tangible or intangible resources at the firm’s disposal (Rumelt, 1984). A
resource-based view of a firm explains its ability to deliver sustainable competitive
advantage when resources are managed such as their outcomes cannot be imitated by
competitors, which ultimately creates a competitive barrier (Hooley and Greenley,
2005). RBV explains that a firm’s sustainable competitive advantage is reached by
virtue of unique resources being rare, valuable, perfectly inimitable, non-tradeable and

non-substitutable as well as firm-specific (by Finney et al. 2004). It also highlights the



fact that not all resources of a firm may contribute to a firm’s sustainable competitive
advantage. Varying performance between firms is a result of heterogeneity of and RBV
is focused on the factors that cause these differences to prevail (Lopez, 2005).

RBYV provides the understanding that certain unique existing resources result in
superior performance and ultimately build a competitive advantage. The sustainability
of such an advantage depends on the ability of competitors to imitate such resources.
However, due to volatility of the contemporary markets, the company’s current
resources may not be sufficient to meet future market demands. It is necessary to
improve and develop resources to meet market competition in the future. Finney et al.
(2005) agreed, stating that the need to update resources is a major management task
since all business environments reflect highly unpredictable market and environment
conditions. The more difficult and expansive it is to imitate a firm’s resource strength;
the greater is its potential for a competitive value. For a resource to be able to give a
firm a competitive advantage, the competitors should not have the same options.

This theory underpins this study because organizations cannot survive without
resources, both tangible and intangible; because these are the things that provide a
strong resource to complete. The organizations use their competencies derived from

their resources to build their competitive advantages.

2.3 Business Performance and Measurements

Lusch and Laczniak (1989) defined business performance as the total economic
result of the activities undertaken by an organization. Walker and Reukert (1989) found
primary dimensions of business performance could be grouped into three categories of
effectiveness, efficiency and adaptability. In many research situations, it is neither
possible nor impossible to obtain a measure of organizational performance. Even if
such measurements are available, they do not guarantee the accuracy of the
performance measurements. While performance measurement may be more
meaningful if researchers limit themselves to one industry, extending research to other
industries are problematic. However, measuring the performance of a company is
challenging.

The Balance Score Card: In Harvard Business Review article (Kaplan and
Norton, 2010) the balance scorecard approach provides a clear prescription as to what
companies should measure in order to balance the financial and non-financial

prescriptive. It is a management system that enables organizations to clarify their vision



and strategy and translate then into action. It provides feedback around both the internal
business processes and external results to continuously improve operational plans and
results. The balance scorecard suggests that the organization can be view from four
perspective namely learning & growth perspective, business perspective, customer
perspective and financial perspective to develop metrics collect data and analyze it
relative to each of these perspectives. The learning & growth perspective includes
employees training and corporate cultural attitudes related to both individual and
corporate self-improvement. The business process perspective refers to internal
business. The customer perspective focus on customer needs and satisfaction. The
financial perspective focuses on providing timely and accurate funding data.
Performance has been defined by Porter (1985) as a feature of an institution’s
capability to achieve its goals and objectives through efficient and effective use of the
available resources. Performance is basically the achievement of a certain performance
against a predetermined standards of completeness, efficiency, accuracy and cost
effectiveness. Similarly, it implies the level at which a task is achieved. The criteria
chosen for financial evaluation indicate how the finances of the business are classified
into a series of categories: solvency, liquidity, profitability, financial efficiency and
repayment capacity. It is worth noting that both the past and present financial data are
not only the features that affect and institutions financial performance (Crane, 2010).
The performance of MFIs is based on the quality and repeatability of their activities,
employee turnover, customer loyalty, growth rate, customer service and overall

profitability of the business.

2.4  Business Sustainability and Measurements

Sustainability means the ability of the MFI to continuously perform its activities
and services in accordance with its objectives. Otherwise, it is defined as the capacity
of a program to stay financially viable. It also refers to long term continuation of the
company. Even the definition of sustainability has been given various interpretations.
Aiming to achieve sustainability, MFIs seek to achieve economies to scale by shifting
their efforts to better serve clients. Therefore, it is required to strike a balance between
outreach and financial sustainability. The term outreach generally connotes two
dimensions: depth and breadth of outreach. Depth of outreach is defined as access of
credit disbursement to poor people, wherein the poorer the borrowers are the greater is

the depth of outreach. Hulme and Musley (1996) asserted that the poor the supposed

10



MFI is no longer different from a bank. Breadth of outreach is measured by the number
of people a MFI has extended credit to, or the number of borrowers over a specific
period of time. It is generally assumed that the larger the number of borrowers the better
the outreach. According to Logotri (2006), larger number of borrowers found to be the
biggest sustainability factor. With the rapid growth of microcredit, breadth of outreach
has also increased both at the industry level and also at the individual MFI level.

The major objective of MFIs is to provide banking and credit facilities to the
poor and to micro-entrepreneurs who otherwise would lack access to financial services
(Akintoye, 2007). However, lending to micro-entrepreneur is based on collateral-free
payment agreements. Such transactions stress the company: if borrowers are unable to
pay, the institution is involved in default, which ultimately adversely affects the
company’s capital. Such a risk is called the credit risk of the institutions.

Hence, another important feature of attaining sustainability of MFIs is which
criteria in loan assessment are planned to reduce its credit risk and how much it can
avoid. Credit risk is directly related to the portfolio of the organization and is one of the
most significant risks from an MFI perspective. Credit risk is common risk for MFI.
The risk is of greater significance for MFIs as it has to deal with a large number of
clients with limited literacy. Although credit risk is inherent to all loan of the MFI, it
materializes in the loans which start showing overdue. An amount is called ‘overdue’
if it is not received by the MFI on its scheduled time. Every loan that an MFI provides
has a fixed schedule for repayment. This is called the Repayment schedule, which
provides the schedule of payment and acts as the reference point for the MFIs to
estimate their overdue. At the time of loan disbursement, every client is given a
repayment schedule, which shows the amount to be paid in each installment and the
date of payment. If the amount is not received on or before the scheduled date it is
called overdue. If any loan has any amount over-due it is termed as a Delinquent loan
or a case of delinquency. MFIs try to monitor their credit risk and want to measure the
extent of credit risk, which is the risk on their portfolio. There are various indicators,
which help in measuring the credit risk profile of an MFI. Of these indicators portfolio
at risk or commonly known as PAR is considered to be the most effective and is now a
very common indicator across MFIs. Apart from PAR, the Repayment rate and Arrear
rate are other ratios, which also provide information about the portfolio quality of an
MFI.

11



2.5  Previous Studies

This section presents an previous studies that have been conducted on the effect
of the independent variables (competitive strategies) on the dependent variable
(performance & sustainability of MFIs).

2.5.1 Competitive Strategies and Business Performance

The relationship between competitive strategies used by Bamburi Cement
Limited and its performance (Naderitu, 2015) indicated that several competitive
strategies are adopted by Bamburi Cement Limited in order to curb the high competition
in the market. The objective of the study is to access the relationship between the
competitive strategies used by Bamburi Cement Limited and its performance. The study
used the structured questionnaires which are conducted by 20 respondents (30% sample
size) including all the heads of departments and managers in the three branches;
Mombasa, Athi River and corporate headquarters in Nairobi. The researcher found that
three generic strategies have a positive significant relationship on the organizational
performance.
Figure 2.1: The Relationship Between Competitive Strategies and Performance (A

case study of Bamburi Cement Limited)

Cost Leadership Strategy
Differentiation Strategy Performance J
Focus Strategy

Source: Naderitu (2015)

This study found that focus strategy is highly utilized by the company. The
focus strategy employed by the company includes targeting a specific market
niche/segment, improving operational efficiency and controlling the quality of
products. This study also found that the company utilized differentiation strategy as
second priority. It includes providing specialty products/services, developing brand or

company name and providing outstanding customer services.
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Baraza (2017) conducted the analysis on effect of competitive strategies on
performance of East Africa Breweries Limited in Kenya. The objective of this study is
to determine the effect of competitive strategies on performance of manufacturing firms
in Kenya. The study used the structure questionnaires which are conducted by 1553
respondents (83% sample size) including all employees from finance, human resource,
marketing and production departments. The study found that competitive strategies had
a moderate but positive relationship with performance which was statistically
significant.

Figure 2.2: The Effects of Competitive Strategies on Performance of

Manufacturing Firms in Kenya; A case study of East Africa Breweries Limited.
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Source: Baraza (2017)

The study found that the application for differentiation strategy highly
influences on the performance of the company. It includes offering unique
products/services, creating and maintaining products/services with appealing features,
researching to match products/services with customer needs, striving to lead the
delivery system in the industry and keeping our customers always aware of our
product/service attributes. The study concludes that focus strategy should be practiced
as a manufacturing firm to high extent in order to enhance the competitive advantage.
It can be able to tailor a broad range of product development strengths to a relatively
narrow market segment that they know very well.

Tomno (2014) researched the relationship between competitive strategies and
performance of microfinance institutions in Kenya. The study used the semi-structured

questionnaires in such a manner as to elicit from the respondents the competitive
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strategies adopted by the organization in the recent past and will distributed to the
member firms of the Association of Microfinance Institutions (AMFI) including the
senior managers of MFIs, such as Chief Executive Officers (CEO) and operations
managers whose positions and roles gives them ability to respond effectively to the
question.

Figure 2.3: The Relationship Between Competitive Strategies and Performance

of Microfinance Institutions in Kenya

Cost Leadership Strategy
Differentiation Strategy Performance ]
[ Focus Strategy

Source: Tomno (2014)

This study found that there was a positive relationship between cost leadership
strategies and the performance of MFIs. The cost leadership strategies employed by
MFIs include continuously searching for cost reduction without sacrificing quality and
essential features of products and services, enhancement of process efficiencies,
leveraging on IT to deliver value, charging a lower fee than competitors and
maximizing on economies of scale. The MFIs only moderately offer products and
services to a broader customer segment.

Ombati & Mutur (2017) analyzed that the effect of competitive strategy on
performance of microfinance institutions in Kenya with a survey of microfinance
institutions in Klsii Country. The general objective of the study is to evaluate the effects
of competitive strategies on the performance of Microfinance Institutions in Kenya.
The structured questionnaires are used and distributed to all employees of MFIs
operating in Kisii Town. The sample size of the study is 65 respondents representing
50% of entire population. The study revealed that competitive strategies have positive

and significant relationship on the organizational performance.
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Figure 2.4: The Relationship Between Competitive Strategies on Performance of

Microfinance Institutions in Kenya: A survey of microfinance institutions in Kisii

Country
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Source: Ombati & Mutur (2017)
This study concludes that the differentiation strategy is positively significant

and influence on the performance of the Microfinance Institutions in Kenya. The study
revealed that cost leadership strategy and focus strategy also have the positive
significant to influence on the performance of Microfinance Institutions in Kenya but

not of key importance to the industry’s competitiveness.

2.5.2 Business Performance and Business Sustainability

Kinde (2012) conducted the research of Financial Sustainability of
Microfinance Institutions (MFIs) in Ethiopia. The general objective of this study is to
identify the factors affecting financial sustainability of MFIs. The structured
questionnaires are used in this study. The sample size of this study is 53% of population

which means 16 Ethiopian MFIs out of nearly 30 MFIs in the country.
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Figure 2.5: Financial Sustainability of Microfinance Institutions (MFIs) in

Ethiopia
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Source: Kinde (2012)
The study found that breadth of outreach, depth of outreach, dependency ratio

and cost per borrower affected the financial sustainability of MFIs in Ethiopia. The
author suggest that Ethiopian MFIs need to ensure their profitability growth to go in

line with their objectives if the MFIs still have to make their initial mission sustain.

2.6  Conceptual Framework

The conceptual framework of this study is mainly based on the previous
studies of Naderitu (2015), Tomno (2014), Source: Ombati & Mutur (2017) and Kinde
(2012).
Figure (2.6) Conceptual Framework of Study
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From the above conceptual framework, the independent variable is competitive
strategies indicated by cost-leadership strategy, differentiation strategy and focus
strategy. This study has adopted branch expansion, use of technology, geographical
advantages, low interest rates, employee learning and growth as indicators of cost-
leadership strategy, level of customization, degree of complexity, alternative
distribution channels, advisory and support services, loan assessing methodology as
indicators of differentiation strategy, specific market segment, specific products in
market as indicators of focus strategy respectively. The dependent variables are
organizational performance and business sustainability.

2.7  Definition of Key Terms

For the purpose of this study, the following words was be taken to mean:
Table (2.1) Definition of Key Terms

No. Variables Working Definitions

1. | Cost-Leadership Strategy The strategy for lowest costs in the industry
and offering its products and services to a
broad market at the lowest prices.

2. | Differentiation Strategy The strategy which aims to offer unique
products or services to customers in order
to gain a price premium.

3. | Focus Strategy The strategy which utilizes the specialized
distinctive competence or set of assets to
create new niches.

4. Business Performance The total economic result of the activities
undertaken by an organization.

5. | Business Sustainability The ability of DGB to continuously
perform its activities and services in
accordance with its objectives.

Source: Own Compilation (2022)
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CHAPTER Il
COMPETITIVE STRATEGIES OF DGB MICROFINANCE
MYANMAR CO., LTD.

This chapter mainly presents competitive strategies of DGB Microfinance
Myanmar Co., Ltd.. This chapter is classified into history of microfinance industry in
Myanmar, profile of DGB Microfinance Myanmar Co., Ltd. and competitive strategies

employed by company.

3.1  History of Microfinance Industry in Myanmar

The beginnings of Myanmar’s microfinance sector can be traced back to the
Mid-1990s, when the government allowed large international NGOs to start providing
microfinance services. In 1997, the United Nations Development Programme (UNDP)
began its “Sustainable Microfinance to Improve the Livelihoods of the Poor” project.
The microfinance law was enacted in November 2011 and issued by the former
Microfinance Supervisory Enterprise (MMSE), currently the Financial Regulatory
Department (FRD) under the Ministry of Planning and Finance. By the encouragement
of FRD, Myanmar Microfinance Association (MMFA) was incepted in 2013. All
licensed Microfinance organizations are entitled as members to participate in this
association. In 2016, MMFA prepared a first Microfinance Policy White Paper that
reflected the voice of its members and was the basis for FRD reforms to the
microfinance regulations. In this policy white paper, following directives are included,;

« The scope of MFIs to undertake microfinance projects in rural and urban areas
depends on their business model. Before amendment in 2016, they had to have
at least 50% of their loan portfolio and members in rural areas.

« The ability to provide saving products/ services by applying for an official
deposit taking license issued by the Microfinance Supervisory Committee
Notification. So far 6 MFIs have the Deposit Taking Microfinance License
(DTMFI).

« Compulsory savings may not exceed 5% of the size of a loan received.

o MFIs are permitted to borrow from local and foreign financial institutions.

« Collateral is still not allowed.

« The maximum loan amount was raised to 10 million kyats.
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Currently, approximately 170 MFIs operate in Myanmar, serving more than 2
million clients and have a total loan portfolio of approximately Dollar 350 million. This
sector includes several international non-government organizations (NGOs) and
commercial MFIs, financial cooperatives that have re-licensed as MFls, several local

NGOs that provide microfinance and local commercial MFIs.

3.2 Profile of DGB Microfinance Myanmar Co., Ltd.

The study is mainly based on DGB Microfinance Myanmar Co., Ltd. which is
a subsidiary of DGB Financial Group located in Daegu Region, Korea. It was
incorporated under the Myanmar Companies Law 2017 on 13-Dec-2018 as a private
company limited by shares, got “Temporary MFI License” on 30-July-2019 under the
instructions of Financial Regulatory Department (FRD), Myanmar and started to give
financial services in Myanmar. Therefore, its business life is almost 3 years. DGB
Microfinance Myanmar Co., Ltd.. started its business operations in Bago Region since
1-August-2019. The main products offered by the company are loans, savings, social
welfare programs and awareness training. The company got “Permanent MFI License”
on 22-Oct-2021 under the instructions of Financial Regulatory Department (FRD),
Myanmar.

Currently, DGB Microfinance Myanmar Co., Ltd. operates their business
expansion in 23 branches which are located in four regions; Bago Region, Magway
Region, Ayarwaddy Region, Sagaing Region and three states; Kayin State, Kachin
State and Shan State. Its headquarter is located in Yangon. There are more than 200
employees and over 16,000 customers in DGB Microfinance Myanmar Co., Ltd..
Although the company has many loan products, the type of loan they provide depends
on the geographical areas. In agricultural areas, agricultural loans; livestock loans in
livestock-growing areas; enterprise loans in commercial areas are distributed. Various
types of repayment services are also available depending on the type of loan and the
type of business. When compared to the business life cycle, DGB Microfinance
Myanmar is at the stage of introduction. Hence, it is important to identify the ability of
the company to continuously perform its activities and services in accordance with its
objectives.

The vision, mission and strategy of DGB Microfinance Myanmar are as follows:
Vision of DGB is
“Best Partner Building the Future Together.”
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Mission of DGB is

“Shaping Better Future” — DGB Seeks Sustainable Value of Finance.
Strategy of DGB is

“ACT Now, Beyond DGB.”

3.3  Organization Structure of DGB Microfinance Myanmar Co., Ltd.

The following chart represents the organization structure of DGB which is
organized by five departments: Operations, Finance, Audit & Compliance, HR &
Admin, and IT Department.

Figure 3.1: Organization Structure of DGB Microfinance Myanmar Co., Ltd.
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Source: Annual Report of DGB Microfinance Myanmar Co., Ltd. (2021)

In accordance with above figure, shareholder is the row that comes in first. The
BOD has been chosen by shareholders. Both shareholder and BOD are from Korea. The
managing director motivates and guides the company in effectively communicating and
demonstrating its business principles. Further, the general manager is directly
supervising all department and in charge of overseeing day-to-day operations. The
back-office activities of business operations are managed and controlled by respective
managers who are located in Yangon. The front-office activities of business are
responsible from regional managers to loan officer who are located in respective

branches.
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3.4  Types of Loan Products

DGB Microfinance Myanmar Co., Ltd. has been currently providing the
financial services to clients with premium services. DGB offers customers with a wide
range of loan products. Various loan products offered by DGB with respective interest

rate are as follows.

Table 3.1 Loan products with Respective Interest Rate of DGB

No. Loan Type Interest | Compulsory | Service Social
Rate Saving Charges | Welfare
(p-a)
Group Loan
1. Regular 28% 5% 1.5% 0.5%
2. Extra 28% 5% 1.5% 0.5%
3. Agriculture 28% 5% 1.5% 0.5%
4. Education 24% - - 0.5%
5. Health 24% - - 0.5%
Individual Loan
6. Enterprise 28% 3% 1.5% 0.5%
7. Salary 28% 3% 1.5% 0.5%
8. Housing 28% 3% 1.5% 0.5%
9. Education 24% - - 0.5%
10. | Agriculture 28% 3% 1.5% 0.5%
11. | Salary DGB Staff 18% 3% - 0.5%

Source: Annual Report of DGB (2021)

As may be seen in Table (3.1), the loan products offered by DGB is mainly
divided by two main categories: Group Loan and Individual Loan. In group loan,
minimum of 6 members to maximum of 10 members are allowed to be a group.
However, only 1% of men are allowed to involve in one group. The first cycle of loan
is determined as “Regular”, the second cycle of loan even though first cycle outstanding
left as “Extra” which is disbursed in difficult situations such as Pandemic for loyal
customers. The type of loan offered to farmers are termed as ‘“Agriculture”.
Additionally, “G. Loan — Education” is offered to the clients who want to borrow for
their children to dedicate to basic education high school. Further, “Health” loan is
intended to the clients who suffers poor health. Both the type of “Education” and

“Health” loan are together termed as “Social Loan”.
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Individual loan is mainly intended to entrepreneurs and the staffs in private
company or government. The loan product offered to entrepreneurs is termed as
“Enterprise” and to staffs as “Staff”. Additionally, “Housing” loan is provided to
customers who want to build or repair their houses. Like as G. Loan — Agriculture, “I.
Loan — Agriculture” is disbursed to farmers who own a wide field. As the last, “I. Loan
— Salary DGB Staff” is modified specially for internal staff of company and the
borrowable amount can be different according to the level of position. Nevertheless,
the outstanding loan amount is needed to repay when the staff resigns.

3.5  Competitive Strategies Practices of Company

Shankar, Krishnamurthi and Carpenter (1998) identified two possible
approaches to narrowing the gap between late followers and pioneers. The first relates
to building competitiveness through lower prices and increased investment in
marketing mix elements, while the second relates to investment in innovation and
modification of competitive environment in order to create own pioneering advantages.
Even DGB Microfinance Myanmar Co., Ltd. is a late follower in microfinance industry
of Myanmar, it has used the second approach to gain its competitive advantages by
creating modification strategies in the industry. The company is quickly gaining
prominence through the industry as strategies innovation of the company which has
appeared as one of the rated objectives among the other microfinances all over
Myanmar. The following strategies play an important role to compete with other

microfinance institutions.

3.5.1 Cost-leadership Strategy

The company conduct branch expansion as one of the competitive strategies to
have lower costs in the industry by achieving economies of scales through expansion
and offer its products and services to a broad market at the lowest price. By expanding
branches, a greater array of financial products and services to meet various needs of the
clients can be offered. The location of MFI branches that offer financial services is one
of the important factors that determine customer’s access to financial services. For
instance, the location of Minhla Township and Okpho Township are not too far but
separate branches are opened in both township in order to operate in an efficient and

economically viable manners.
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For the purpose of lower operational cost, the importance of using technology
is essential. For instance, the massive and rapidly growing customer base of DGB
Microfinance Myanmar Co., Ltd. is centered on its information technology system
which consists of a strong core banking system and provides integrated MIS reporting.
Even the expenditure is increased by purchasing more computer software, hardware
and internet connectivity in DGB Microfinance Myanmar Co., Ltd., these offer a firm
alternative but cheaper distribution channels hence the cost advantages. Furthermore,
the roles of employee learning and growth is considered as one of the cost-leadership
strategies by the company. According to the strategic cost management theory, the
learning curve can be used to conduct cost reduction. The slope of the learning curve
represents the rate in which learning translates into cost savings for the company. The
sleeper the slope, the higher the cost savings per unit of output. The company provides
and supports both internal and external trainings and enhances the individuals’
continuous learning by supporting education loan and staff loans with lowest interest
rates. The company’s competitiveness is based on giving equal importance to services
and prices below the competitors’ and accompanied by high operational efficiency. On
the basis of Porter’s competitive strategy, the company derives its competitiveness from
low operating costs.

Operational efficiency stems from taking the geographical advantages and low
interest rates. As the suitable location of branches near clients who lives in rural areas
implies that the rental costs of those offices are also low, the company opens the branch
near the clients. This further translates into a cost leadership advantage. As all
microfinance institutions in Myanmar must comply the regulations and directives
instructed by Financial Regulatory Department, there is no microfinance institution that
collects the interest rate more than 28% per annum which is the maximum interest rates
set by FRD. Therefore, all microfinances in Myanmar collect the fixed interest rate of
28% per annum. However, DGB Microfinance Myanmar Co., Ltd. set the low interest
rate for selected loan type such as staff loan for 18% per annum and social loan
including education loan and healthcare loan for 24% per annum as advantage of cost
leadership strategy.

3.5.2 Differentiation Strategy

The company offers the differentiation strategy in order to effectively compete

with other MFIs. Since MFIs are the institutions that non-collaterally disburse to the

clients, the degree of complexity when applying for a loan and the stages of loan
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assessment methodology are normally high. Hence, most of the MFIs conduct
numerous documentation and complex application form as evidence in order to reduce
the default risk. But in DGB Microfinance Myanmar Co., Ltd., loan application form
is simple with only 4 pages to fill and most identification evidences such as NRC copy,
household copy, employment recommendation or proof of business ownership and two
guarantors are only needed when applying for a loan. After completing the loan
application process, loan assessment process is conducted within 10 working days in
order to gain the competitive advantages than the competitors. Thus, not having level
of complexity and prompt loan assessing methodology further translate into
differentiation strategy of the company. As the microfinance sector become growing to
red ocean market, customer royalty become the essential factors to maintain the
competitive advantage in the market. Since the level of customization can enhance
customer royalty, the company conducts the level of customization as one of
differentiation strategy. For instance, if the clients have difficulties to repay the loan in
time, the company negotiates with the client, reschedules and skips their repayment
date for the customer orientation purpose. Therefore, this also adds to the differentiation
strategy of the company.

Furthermore, the company engage in alternative distribution channels such as
KBZ pay and wave pay in an effort to differentiate their products. DGB Microfinance
Myanmar Co., Ltd. is currently collecting their repayments through KBZ pay and wave
pay and the service fee charged by them is incurred by the company, not from the
clients. This also encourages the competitive advantages of the company from the side
of differentiation. According to Kaufuman (2007), it is not enough to avail funds to
borrowers in low-income societies, it is also important to offer business training and
other support services to ensure that the borrower benefited from the proper and prudent
use of the fund. At the date of disbursement, the company conducts the awareness
training for the use of loans efficiently and offers the business advisory services to the
clients so that they are able to invest the borrowed money wisely. Therefore, this

encourages the competitive advantages of the company by means of differentiation.

3.5.3 Focus Strategy
In order to implement defensive and offensive aspects of competitive strategy,
the company is working towards focusing the specific market segment and products

which are inclusive of cost-leadership and differentiation strategies. In the type of group
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loan products, minimum of 10 clients can be collapsed as one group and in which
minimum of 99% must be the women for the accuracy of repayment and the effective
usage of loans. In the type of agriculture loan products, the company offers the superior
service than other competitors by collecting both principal and interest when the loan
matures. Hence, these can promote the competitive advantages of the company by
means of focus strategies.

According to the nature of microfinance industry in Myanmar whereas
competitiveness is becoming higher, strategies adopted by MFI institutions have a great
extent to gain competitive advantage and achieve sustainability. Focusing on Myanmar
microfinance institutions, it becomes apparent that the relative strength was driven by
bargaining power of existing market leaders. Since DGB Microfinance Myanmar Co.,
Ltd. is still in the early stages of business life cycle despite experiencing significant
growth, it may hope to get additional volumes in the absolute market size which may
allow them to get a large enough share to survive. In order to gain competitive strategies
and retain sustainable business, DGB Microfinance Myanmar Co., Ltd. adopts Porter’s
generic strategies. Therefore, these generic strategies are needed to identify in what
extent they are involve in pursuing competitive advantage and business sustainability
of DGB Microfinance Myanmar Co., Ltd.
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CHAPTER IV
ANALYSIS ON COMPETITIVE STRATEGIES, BUSINESS
PERFORMANCE AND BUSINESS SUSTAINABILITY

This chapter presents the analysis of competitive strategies on organizational
performance and the relationship between organizational performance and business
sustainability of DGB Microfinance Myanmar Co., Ltd.. This chapter includes research
design, reliability analysis, demographic characteristics of respondents, employee
perception of competitive strategies, organizational performance, business

sustainability and relationship between variables.

4.1  Research Design

A research design is a structured research framework that helps the
researcher plan and conduct the study. It spells out the strategies that the researcher
adopts of develop information that is accurate, objective and interpretable. This study
adopted a descriptive and inferential survey design to examine the relationship between
competitive strategies, organizational performance and business organizational of DGB
Microfinance Myanmar Co., Ltd. According to the Kothari (2004), descriptive studies
describe the characteristics of an individual or group. The inferential statistics allow to
make inferences about a population based on data that we gather from a sample. This
design was appropriate as the researcher was able to collect data economically by using
questionnaires from the target population. A structured questionnaire was distributed
through google form, then the total number of 150 employees out of total 300
employees (50% sample size) filled the questionnaires in the survey. Statistical Package
for Social Sciences (SPSS) was used to analyze. Pearson correlation coefficient was
used to determine the relationship between variables. The questionnaire had 29 items
to measure all the independent and dependent variables. A 5-point Likert scale has been
used in three of those sections to measure credit management practices on bank
performance.

e Average mean score between 1.00 and 1.80 Strongly disagree.
e Average means score between 1.81 and 2.60 Disagree.
e Average means score between 2.61 and 3.40 Neutral.

e Average means score between 3.41 and 4.20 Agree.
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e Average mean score between 4.21 and 5.00 Strongly agree.

This design was fit the study of this nature since the researchers looked at the effects
of independent variables (Porter’s Generic Strategies) on the dependent variables
(organizational performance and business sustainability).

4.2  Reliability Analysis

The study used the multiple-question Likert scale surveys. In order to test the
reliability of the survey questionnaires, it is essential to measure Cronbach’s Alpha test
which is the measurement of reliability or internal consistency of how closely related a

set of test items are as a group. A rule of thumb for interpreting alpha for Five-Likert

Question is;
Table (4.1) Rules of Thumb for Alpha Result
Cronbach’s Alpha Value Internal Consistency
Above 0.9 Excellent
Between 0.9 & 0.8 Good
Between 0.8 & 0.7 Acceptable
Between 0.7 & 0.6 Questionable
Between 0.6 & 0.5 Poor
Below 0.5 Unacceptable

Source: Wikipedia

The value of Cronbach’s Alpha ranges between zero and one. If alpha is high,
this may mean redundant questions while a low value for alpha may mean that there
aren’t enough questions on the test. It is essential to measure the reliability of the
questionnaires in which generic strategies, business performance and business
sustainability was mentioned. The study therefore measured the Cronbach’s Alpha test

as follows.

Table (4.2) Results of Cronbach’s Alpha Value
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Scale No. of Items | Cronbach’s Alpha
Cost Leadership Strategy 5 0.750
Differentiation Strategy 5 0.728
Focus Strategy 5 0.738
Business Performance 7 0.802
Business Sustainability 7 0.776

Source: SPSS Results (2022)

As per DeVellis (2003), a score of more than 0.7 is usually acceptable. The
results of the Cronbach’s alpha value for all scales in this study were ranged between
0.747 to 0.833, the survey was very good internal consistency and reliability for the
scale with this sample since all scale are greater 0.7.

4.3  Demographic Profile of Respondents

The demographic characteristics of 150 respondents from DGB Microfinance
Myanmar Co., Ltd. are analyzed in this survey to identify competitive strategies,
organizational performance and business sustainability of the company. The company
was informed about the objective of the study and proposed to participate in this survey.
This section includes profiles of the respondents such gender, age, educational level,

working position, working experience and type of loan.
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Table (4.3) Demographic Information of Respondents

Description Frequency Percentage
Gender Male 77 51
Female 73 49
21-30 111 74
Age (Years) | 31-40 34 23
41-50 5 3
Bachelor’s Degree 134 89
Education | Diploma 9 6
Master’s Degree 7 5
Operations 118 79
Finance 22 16
Department | Audit & Compliance 4 2
IT 2 1
HR 4 2
1-—2years 116 78
Experience | 2 -3 years 29 19
Years 3 years & above 5 3
Yangon Region 19 13
Bago Region 15 10
Region of | Sagaing Region 7 S)
Branches | Magway Region 31 20
Ayawaddy Region 18 12
Kayin State 22 15
Kachin State 18 12
Shan State 20 13

Source: SPSS Results (2022)

Table (4.3) shows that the gender of the respondents in selected respondents;
male 51.3% and female 48.7%. Thus, the male respondents are more dominance than
the females. The 74%, 22.7% and 3.3% of respondents are within the age range of 21-
30 years, 31-40 years and 41-50 years respectively. This indicates clearly that there is
a skilled and mature workforce capable of including most of active and young

entrepreneur to follow and upgrade the instructions from the above and to support
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organizational performance. Education level of respondents are divided into 3
categories: Bachelor’s degree, diploma and master degree. It is found that 89.3% of
respondents are bachelor’s degree holder, 6% of respondents are diploma holder and
only 4.7% are hold of master degree. Thus, the majority percentage in bachelor’s degree
of education level indicates that the company more prefer to hire highly qualified people
with technical skills to promote the organizational performance.

Further, the number of respondents by department are described to show that
the respondents were competent and reliable employees who could provide accurate
information on the targeted competitive strategies of DGB Microfinance Myanmar Co.,
Ltd. since they were from all level of management and from all aspect of functions. The
majority 79% of respondents are from operations departments in fact they are mainly
involved in strategy implementing of the company. Hence, this survey was enabled to
competent and accurate the measurement of competitive strategies and other variables.

According to the result, 78% of the respondents have 1-2 years’ experience,
19% have 2-3 years and 3% have more 3 years’ experience. This is the sign of an
experienced and highly skilled employee who can make informed decisions based on
their accumulated experience and best practices. The number of respondents by region
of branches in the selected respondents are also shown in Table (4.3). It found out that
the majority 20% of respondents were from Ayarwaddy region. It seems to be that the

company enhances the workforce in agriculture development sectors.

4.4  Employee Perceptions on Competitive Strategies of DGB Microfinance

Myanmar Co., Ltd.

The conceptual model of the study was based on three independent variables
namely cost-leadership strategies, differentiation strategy and focus strategy. The
findings under this section seek to measure how each of the variable’s effect on the
business performance of DGB Microfinance Myanmar Co., Ltd. The objective of this
study was to examine the competitive strategies on business performance of the
company and to analyze the effect of business performance on sustainability of the
company. Porter’s generic competitive strategies model offers an evaluation framework
to analyze the competitive strategies through cost-leadership strategy, differentiation
strategy and focus strategy which are the key determinants of the competitive strategies

of the company.
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4.4.1 Cost-Leadership Strategy

Employee perceptions on cost-leadership strategy are tested with 5 dimensions:
branch expansion, use of technology, geographical advantages, low interest rate,
employee learning and growth and overall mean value is explored. The mean value of
each statement of cost leadership strategy and overall mean value are presented in Table
(4.9).

Table (4.4) Cost Leadership Strategy at DGB Microfinance Myanmar Co., Ltd.

No. Statement Mean | Std. Dev
1 | Expansion of operational branches 3.81 0.68
2 | Purchasing more computer hardware and software and 3.77 0.63

increases the expenditure on internet connectivity

3 | Investing the relevant training on employee learning 4.07 0.69
and growth
4 | Opening the branches located near the customers 3.74 0.88
5 | Very favorable interest rates 3.83 0.73
Total Average Scores 3.84

Source: SPSS Results (2022)

From the findings on Table (4.4), the respondents agreed that expansion of
operational branches achieve economies of scale with mean score of 3.81. The
respondents also agreed that purchasing more computer hardware and software and
increasing the expenditure on internet connectivity gains lower operational costs with
mean score of 3.77. Furthermore, with the mean score of 4.07, 3.74 & 3.83 respectively,
DGB invests the relevant training on employee learning and growth, DGB opens the
branches located near the customers and the interest rate of DGB are very favorable
compared to other microfinance institutions. According to the perception of employee,
the mean score of applying cost leadership strategy is 3.84. Therefore, DGB
Microfinance Myanmar Co., Ltd. seems to be strongly practicing in cost leadership
strategy.

4.4.2 Differentiation Strategy

The employee perception on differentiation strategy is tested with 5 dimensions:
level of product customization, degree of complexity, alternative distribution channels,
advisory and support services, loan assessing methodology. The explored mean values

are clearly illustrated below as Table (4.5).
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Table (4.5) Differentiation Strategy at DGB Microfinance Myanmar Co., Ltd.

No. Statement Mean Std. Dev
1 | Level of customization on loan products. 3.78 0.89
2 | Not having the degree of complexity (stringent 3.92 0.73

requirement) when applying for loans.

3 | Engaging with money transfer service provider for 3.61 0.78

disbursing the loans and collecting the repayment.

4 | Offering the monetary advisory and support services 3.51 0.71
to customers.
5 | Loan assessment process is faster than others. 3.69 0.62
Total Average Scores 3.70

Source: SPSS Results (2022)

From the findings on Table (4.5), the respondents agreed that DGB has the level
of customization on loan products with mean score of 3.78. The respondents also agreed
that DGB don’t have the degree of complexity (stringent requirements) when applying
for loans had the highest mean of 3.92. Additionally, the respondents agreed that DGB
engages with distributive channel such KBZ pay, offers the monetary advisory and
support services, has the loan assessment process faster than competitor to differentiate
in the industry with mean score of 3.61, 3.51 and 3.69 respectively. The average score
of 3.70 on differentiation strategy indicates that the company look to be highly
practicing to differentiate from the insight of employees.

4.4.3 Focus Strategy

The employee perception on focus strategy is tested with 5 dimensions: specific

clients, specific market segment, specific service and specific loan products. The

descriptive status is clearly illustrated below as Table (4.6).
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Table (4.6) Focus Strategy of DGB Microfinance Myanmar Co., Ltd.

No. Statement Mean Std. Dev
1 | Targeting the low-income earners. 2.71 0.96
2 | Serving mainly on the women borrowers. 3.05 1.03
3 | Offering the youth and healthy customers. 3.12 1.05
4 | Providing loan products or services which are | 3.40 0.93

distinctly different from those of competitors.

5 | Offering superior service than other competitors by | 3.78 0.98
collecting both principal and interest when the loan
matures in the agricultural loan category.

Total Average Scores 3.21
Source: SPSS Results (2022)
From the results on Table (4.6), the respondents agreed that DGB targets the

low-income earners with the mean score of 2.71. The majority of respondents also
agreed that DGB serves mainly on the women borrowers. Further, the respondents
agreed that DGB offers mainly the youth and healthy borrowers, DGB provides loan
products or services which are distinctly different from those of competitors and DGB
offers superior services the other competitors on the collection of agriculture loan
products with the mean score of 3.12, 3.4 and 3.78 respectively. In accordance with the
employees’ perceptions, DGB Microfinance Myanmar Co., Ltd. appears to be
averagely practicing on focus strategy with average score of 3.21.

By summarizing all the generic competitive strategies’ results is listed in Table
(4.7) as below. Based on respondent’s Five-Likert answers, mean score and standard
deviation are mostly moderate but some are strong. Among them, the highest mean
score is the most impressionable dimensions and this means that the respondents are
more satisfied with this dimension than expected.

Table (4.7) Summary of Competitive Strategies Employed

Sr. No. Statements Mean
1 Cost-Leadership Strategy 3.84
2 Differentiation Strategy 3.70
3 Focus Strategy 3.21

Source: SPSS Results (2022)
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From the findings of Table (4.7), the respondents’ responses were averaged
across five dimensions with the overall mean score of 3.42 whereas the respondent
satisfaction for above statements is merely strong and fully powerful for the competitive
strategies of the company. In the comparison of mean scores in independent variables
from Table (4.7), it is found out that cost-leadership strategy was the highest mean
score. This means that cost-leadership strategy is dominant in the company to achieve
competitive advantage. From the result of overall score, employee agreed that DGB
Microfinance Myanmar Co., Ltd. is exerting all generic competitive strategies to
enhance business performance and to gain sustainability of the company.

45  Analysis on Competitive Strategies on Business Performance

The section includes measuring the respondents’ perceptions on business
performance, interpreting the relationship between competitive strategies and business
performance and analyzing the influencing factor of competitive strategies on
performance of the company.

4.5.1 Business Performance Measurements

In order to know the agreements level of the respondents on the strategy applied
and indicate the company position on average relative to that of competitors for the past
three years, business performance of the company was measured by seven statements.
From the responses, mean and standard deviation were used for ease of interpretation
and generalization of findings. The findings are clearly illustrated below as Table (4.8).

Table (4.8) Business Performance at DGB Microfinance Myanmar Co., Ltd.

No. Statement Mean | Std. Dev

1 | Having improvement on internal process for increased | 3.89 0.66
efficiency.

2 | Enhancing employees’ talent and skills by offering 4.17 0.57
internal trainings.

3 | Reducing employee turnover due to satisfaction. 3.47 0.90

4 | Improving brand recognition in the market. 3.99 0.68

5 | Constantly increasing profits. 3.64 0.76

6 | Substantially increasing in number of new customers. 3.85 0.73

7 | Increasing in loan outstanding. 3.79 0.78

Total Mean Scores 3.83

Source: SPSS Results (2022)
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From the findings of Table (4.8), the perception of the respondents strongly
agreed that DGB have improved the internal process for increased efficiency with the
mean score of 3.89. The respondents also agreed that DGB enhances employees’ talents
and skills by offering internal trainings with majority mean value of 4.17. In contrast,
the respondents agreed that the statement of reducing turnover rate due to employee
satisfaction with the mean value of 3.47 which is the least score on business
performance. Further, the respondents agreed that DGB improves brand recognition in
the market, constantly increases profit, substantially increases in number of new
customers and increases in loan outstanding with respective mean value of 3.99, 3.64,
3.85 and 3.79. According to the total average score of 3.83, employees perceived that

DGB Microfinance Myanmar Co., Ltd. have high level of business perforamance.

4.5.2 Relationship Between Competitive Strategies and Business Performance

In this study, the relationship between the competitive strategies (cost-
leadership strategy, differentiation strategy and focus strategy) and business
performance have been surveyed to find out if it was linear or not. Therefore, the
relationship of independent variables and dependent variable is measured via Pearson
Correlation which is a statistical test that assesses the strength of the relationship
between two numerical data variables (Saunders et atl., 2009). Table (4.9) shows the
results of relationship between independent variables (competitive strategies) and
dependent variables (business performance).

Table (4.9) Relationship between Competitive Strategies and Business

Performance of DGB Microfinance Myanmar Co., Ltd..

No. Competitive Strategies Business Performance
0.550**
1 Cost Leadership Strategy 000
0.393**
2 Differentiation Strategy 000
0.347**
3 Focus Strategy .000

Source: SPSS Results (2022)

**_Correlation is significant at the 0.01 level (2-tailed).
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All of the independent variables had a positive and significant correlation
relationship with P-values of 0.000. A correlation coefficient value ranging from 0.10
to 0.29 is considered weak, from 0.30 to 0.49 is considered medium and from 0.50 to
1.00 is considered strong. The significance level is 0.05 in the Pearson Correlation test,
which means there is 95% of confidence level. Therefore, the hypotheses only can be
accepted if the significant p-value is less than 0.05. According to the results from Table
(4.9), the relationship analysis was conducted 95% confidence interval, hence it showed
that there is a positive relationship between competitive strategies and business
performance of the company. It can be clearly seen that the respondents believe that the
application of competitive strategies has a relationship with financial and non-financial
performance of the company. According to the result, the competitive strategies and

business performance are interrelated each other.

4.5.3 Analysis on the Influencing Factor of Competitive Strategies on Business
Performance
To analyze the influencing factor of competitive strategies on business
performance, the multiple regression analysis is conducted and the results are shown in
Table (4.10).
Table (4.10) Analyzing Influencing Factor of Competitive Strategies on

Business Performance

Unstandardized | Standardized
_ Coefficients Coefficients _
Variable t Sig. | VIF
Std.
B Beta
Error
(Constant) 1.187 0.303 3.914 | .000
Cost Leadership | 0.472*** | 0.081 0.446 5.832 |.000 |1.310
Differentiation | 0.104 0.074 0.113 1.406 |.162 | 1.442
Focus 0.140** 0.063 0.165 2225 |.028 |1.231
N 150
Adjusted R? 0.333
Note: *** Significant at 1% level, ** Significant at 5% level.

Source: SPSS Results (2022)
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From the findings of Table (4.10), variance inflation factor (VIF) of 1.310 on
cost-leadership, 1.442 on differentiation and 1.231 on focus strategy indicated that all
independent variables were not influenced each other since there is not collinearity and
is acceptable among all of independent variables if VIF value is less than 10. Among
three variables, cost-leadership strategy is significant at 1% level with p-value of 0.000.
The results indicated that cost-leadership strategy has a positive influence and dominant
on the performance of the company. The p-value of focus strategy was 0.028 and
consider to be significant at 5% level. The result indicated that focus strategy has a
positive influence on the performance of the company. The p-value of differentiation
strategy was 0.162 and consider not to be influenced. This indicated that there is no
influence on business performance by differentiation strategy of the company.

Further, the magnitude of each coefficient indicates the amount of how much of
the score of dependent variables will change if the score of an independent variable
increases by 1 unit while other things remain unchanged. The cost-leadership strategy
with standardized coefficients of 0.446 indicated that it has a positive influence and
dominant effect on the business performance of the company according to the linear
regression model analysis. This is explained as if there is an increase of one unit in cost-
leadership strategy, business performance can be improved while holding the other
constants. Consequently, the focus strategy with B value of 0.165 indicated that it has
the second positive impact on the performance of the company. It also explains as if
there is an increase of one unit in focus strategy, the performance of business increases
while holding the other constants. In contrast, changing in differentiation strategy can
cause any effect on the business performance of company. According to the
performance regression model, adjusted R-squared value of 0.33 can explain that the

accuracy percentage of the results is 33%.

4.6  Analysis on Business Performance on Sustainability
The section includes measuring the measurements of business sustainability,
interpreting the relationship between business performance and sustainability and

analyzing the effect of business performance on sustainability of the company.

4.6.1 Business Sustainability Measurements
From the responses, mean and standard deviation were used for ease of

interpretation and generalization of findings. In order to measure the agreements level
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of the respondents on business sustainability and indicate the ability of the company to
continuously perform its activities and services in accordance with its objectives,
business sustainability of the company was measured by seven statements. The findings
are clearly illustrated below as Table (4.11).

Table (4.11) Business Sustainability at DGB Microfinance Myanmar Co., Ltd.

No. Statement Mean | Std. Dev
1 | Consistently increasing the customers over years. 3.91 0.68
2 | Low loan repayment default rate. 3.84 0.66
3 | Having attractive lending methodology to current and | 4.01 0.56
new customers.
4 | Increasing customer loyalty. 3.91 0.65
5 | Reducing the risk of late or non-repayment in individual | 4.04 0.53

loan obligations by loan assessment criteria.

6 | Well-designed borrower screening, careful loan| 4.05 0.46
structuring, close monitoring, clear collection
procedures and active oversight by senior management

to reduce the delinquency of loan portfolio.

7 | Good portfolio reporting that accurately reflects the | 4.06 0.48
status and monthly trends in delinquency such as
portfolio-at-risk aging schedule to effectively manage

credit risk.

Total Average Scores 3.98
Source: SPSS Results (2022)
From the results of Table (4.11), the perception of the respondents agreed that

DGB consistently increases the customer over years with mean value of 3.91.
Additionally, the perception of the respondents was also agreed that DGB has low loan
repayment default rate with mean score of 3.84. The majority of respondents also
agreed that DGB has an attractive lending methodology, increases customer loyalty,
reduces the risk of late or non-repayment in individual loan obligations by loan
assessment criteria, has well-designed internal control system and has accurate
reporting system to effectively manage credit risk with the respective mean values of
4.01, 3.91, 4.04, 4.05 and 4.06. In accordance with the perception of employees, the
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total average score of business sustainability is 3.98 which means that DGB
Microfinance Myanmar Co., Ltd. has highly practicing on the sustainability of business.
4.6.2 Relationship Between Business Performance and Sustainability

In this study, the relationship between the business performance and
sustainability have been surveyed to find out if it was linear or not. Table (4.12) shows
the results of relationship between business performance and sustainability of the
company.
Table (4.12) Relationship between Business Performance and Business

Sustainability

Business Performance
0.714**
.000

Sustainability

Source: Survey Results (2022)
**_Correlation is significant at the 0.01 level (2-tailed).

The performance of the company had a positive and significant correlation
relationship with 1% significant level of correlation. According to the results from
Table (4.11), the relationship analysis was conducted 95% confidence interval, hence
it showed that there is a positive relationship between business performance and
sustainability of the company. According to the result, the relationship between
business performance and business sustainability is highly correlated.

4.6.3 Analysis the Effect of Business Performance and Sustainability

To analyze the effect of business performance on sustainability of the company,

the multiple regression analysis is conducted and the results are shown in Table (4.13).

Table (4.13) Analyzing the Effect of Business Performance on Sustainability

Unstandardized Standardized
_ Coefficients Coefficients _
Variable t Sig.
Std.
B Beta
Error
(Constant) 1.855 0.172 10.77 .000
Performance 0.554*** 0.045 0.714 12.42 .000
N 150
R? 0.51
Note: *** Significant at 1% level, ** Significant at 5% level.

Source: Survey Results (2022)
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According to Table (4.13), p-value of business performance was 0.000 and
consider to be significant at 1% level. The result indicated that business performance
has a positive influence on the business sustainability of the company. Additionally,
business performance of the company with B value of 0.554 indicated that it has a
positive influence on the business sustainability of the company according to the linear
regression model analysis. This can also be explained as the single improvement in
effective application of business performance leads to increase in the business
sustainability of the company while holding the other constants. According to the
performance regression model, adjusted R-squared value of 0.51 can explain that the

accuracy percentage of the results is 51%.

40



CHAPTER V
CONCLUSION

This study examined competitive strategies, business performance and business
sustainability of DGB Microfinance Myanmar Co., Ltd. This chapter presents a
summary of findings in chapter four. It involves findings and suggestions, suggestions

and recommendation, needs for further study.

5.1  Findings and Discussions

The first objective of this study was to determine the competitive strategies on
business performance of the company. Cost leadership strategy is seemed to be strongly
practicing in DGB Microfinance Myanmar Co., Ltd. in accordance with the perception
of employees. The study revealed that the cost leadership strategy is the best predictor
of the company’s business performance. The average score of differentiation strategy
indicates that the company look to be positively exerting on differentiation strategy
from the insight of employees. In accordance with the employees’ perceptions, DGB
Microfinance Myanmar Co., Ltd. appears to be averagely practicing on focus strategy.
The study reveal that the employees are strongly agreed that DGB Microfinance
Myanmar Co., Ltd. seems to be exerted all of generic competitive strategies including
cost leadership strategy, differentiation and focus strategy to promote the business
performance of company.

The second objective of this study was to investigate the effect of competitive
strategies on business performance of DGB Microfinance Myanmar Co., Ltd. The
multiple regression analysis points out that the competitive strategies influence on the
business performance of DGB Microfinance Myanmar Co., Ltd. According to the
survey result of the study, the null hypothesis was rejected, the results revealed that
increasing in cost leadership strategy enhances business performance while others are
constant. Enhancing employee learning and growth, favorable interest rates and
expansion of operational branches are the key determinants of cost leadership strategy
implied by the company to improve the business performance. The cost leadership
strategy enables the company to achieve competitive advantage by offering a fair price
for its products, hence eventually improving business performance due to increased

customers.
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From the findings of the results, the study found that increasing focus strategy
leads to enhance business performance while others are constant. Specific loan
products, specific service and specific market segment are the key factors of focus
strategy to attain the business performance of the company. The focus strategy enables
the company to retain market share and at the same time attract new customers, thus
improving the performance of the business. According to the findings, the
differentiation strategy has no influence on performance of the company. It meant that
this strategy doesn’t enable the company to retain the business performance of the
company.

The third objective of the study is to analyze the effect of business performance
on sustainability of DGB Microfinance Myanmar Co., Ltd. The multiple regression
analysis points out that business performance is influenced on the sustainability of DGB
Microfinance Myanmar Co., Ltd. The study established that business performance has
a positive and significant influence on business sustainability of the company. It also
revealed that improving business performance leads to enhance business sustainability.
Improving internal process, providing internal training, increasing number of clients,
loan outstanding and profits are the key determinants of business performance that can
retain the business sustainability of the company.

It can be concluded from the results that DGB Microfinance Myanmar Co., Ltd.
gains the competitive advantage in the market through cost leadership strategy and
focus strategy, thus enhancing the business performance both financially and non-
financially to attain the sustainability of company in the future. This will sure that loan
outreach is high and credit risk is low. The company should take into account on how
to create the differentiation strategy of providing superior services or premium loan

products to clients.

5.2  Suggestions and Recommendations

The microfinance industry in Myanmar is fully governed by Financial
Regulatory Department (FRD), thus microfinance institutions cannot put in place their
unique strategies beyond the policy and directive of FRD. Furthermore, the
microfinance industry in Myanmar became red ocean market segment and there was
the bargaining power of existing competitors who own the large portion of market and
clients. However, microfinance institutions should operate in stiff competition hence

they must strive to attract and retain the target market.
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Firstly, in order to enhance business performance and to achieve sustainability
of the company, the company should adopt cost leadership strategy to be strengthened.
From the findings of the study, DGB Microfinance Myanmar Co., Ltd. should explore
and implement strategies that enable them to charge more fairly price than competitors
to increase their customer base, hence enhance performance and gain sustainability of
business. Therefore, DGB Microfinance Myanmar can improve their performance by
cutting costs through increasing their scale of operations, expanding into related
products/services and improving operational processes.

Second, this study recommends that the company should engage in higher level
of competitive strategies that would ensure superior value and performance to enable it
gain sustainable competitive advantage in the market. Even though the findings stated
that differentiation strategy has no effect on business performance of company, it is still
an important factor since it can create brand loyalty among customers. Therefore, the
company should emphasize this strategy by offering an exceptional and premier
customer service and invest in efficient, responsive and reliable delivery systems. If
proper and indirect differentiated strategies such as reducing the interest rate for the
repeated clients, emphasizing branch image as differentiation, building strong
reputation, developing loan products with special features are looked into ways, the
performance of company will improve better financial situations, more customer
loyalty, better customer satisfaction, more credit risk coverages, thus leading to retain
the sustainable success in the future.

Third, the study recommends that the company should continue and improve
adoption the focus strategy to achieve the business sustainability. The study found that
this strategy is the least competitive strategy to predict performance and sustainability
of business, thus its implementation needs to be strengthened. According to the nature
of industry, the company should focus on customer-oriented strategies instead of
product-oriented strategies since the contemporary trend in the microfinance industry
of Myanmar focuses essentially on the customer.

This study suggests that DGB Microfinance Myanmar Co., Ltd. should be aware
of the implementing in equilibrium of competitive strategies and adopted the core
competencies in order to maintain business performance and to enhance the
sustainability of company. This study concludes that adopting strategies has a great
degree to achieve the competitive advantage than the competitors, thus it may drive to

improve business performance and to achieve the sustainability of company.
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5.3  Needs for Further Study

This study only focuses to analyze three generic strategies; cost-leadership
strategy, differentiation strategy and focus strategies in driving competitive advantages
in the market. However, this study does not cover other factors that can influence on
the competitive advantage of the company. More researches in this area are needed to
validate the findings of the study. Hence, further researches should be undertaken to
assess some of strategic approaches in the industry. Additionally, further research
should also be conducted to analyze the role of competencies in business performance

and to determine strategies influencing the sustainability of business.
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APPENDIX
SURVEY QUESTIONNAIRE

COMPETITIVE STRATEGIES, BUSINESS PERFORMANCE AND

SUSTAINABILITY OF DGB MICROFINANCE MYANMAR CO., LTD.

Introduction

This questionnaire seeks to collect data on competitive strategies, business performance and

business sustainability of DGB Microfinance Myanmar Co., Ltd.. The data obtained will be

used purely for academic purposes. Confidentiality is guaranteed. Kindly answer appropriately

the questions provided below, by placing a tick in the given space. Do no indicate your name

anywhere in the questionnaire. Your contribution must be appreciated and thank you in

advance.

Part I: Respondent Profile

1.
2.

Your Gender ((V?Pg/e); |:| Male ((qu) |:| Female (o) D(m@pg)

C C ocC
Age bracket (%wmagaoaaacl)coza@oo)

|:| 21-30 years |:| 31-40years |:| 41-50 years |:| above

51 years
Educational Level (0&?03?61&%3’36“63)

|:| Bachelor |:| Diploma |:| Vocational |:| Master &

above

Please indicate your job position (C\)(rge?]omo%ooézeaméeéeooospo%m% GGTS@(.;])

. . co ¢ C C
Please indicate your branch name (mooﬂoooor?ooezesooce%em

§37365(gal)

Your working experience in years at DGB Microfinance Myanmar Co., Ltd..
(DGB Microfinance Myanmar Co., Ltd. 085 oooo%ooézeaooé@eoo’)

c_C, @
CPOC$33260232 [)

|:| 1-2 years |:| 2-3 years |:| 3 years & above



7. Please indicate with a tick the type of products that are offered mainly in your branch.
(If Head Quarter, please don’t indicate this one)
9 C C \ C 0] C C CO
(00302005006:6500C6$62D GP$IC  326MD00EI0DCE MGV DG
o (9] C C C ’]
egreczaeﬂr:raoo"m memmms@gea@eﬂwo I
C CcC C Q

6] smooa?ooe @@(ﬂm@ie.?epooc @&ggmeﬁ ec?zaoé]u)
i. Individual loans (ooo)e :ﬂéoezﬂoeg) |:|

ii.  Group loans (3;3003(\300@%3@8)

. o Co
iii.  Agricultural loans (o?mcmoeqoeeﬂoeg)

iv.  Health loans (w:ﬂ‘%zeoeelzesuzeg)

- ocC
v.  Housing loans (memeﬂzeg)

L]

. ¢ C
vi.  Salary loans (oc?ooege;ﬁzeg)

Please tick the level of agreement that matches your opinions.
(esaonSecorSBo'] cuiSaPLY 0&eN067000:5EM 950
5 b { B FENROX

DEIMO) 993’33)63)05905 (753’”"6 °@°Blje H (DCQDOSQUSGO"(.;]“)
ilGi 3 Q0 3 semEgeuIeq:al 1 °

(1) Strongly disagree - C\:)zooaeoooeorl?d]n

(2) Disagree - oaeoooeorl?d]u

(3) Neutral - @3e§/wemq?éeung eeoz%&ﬂn
(4) Agree - oaeooooad]oaéu

C C
(5) Strongly agree - 60080560l



Part 11

: Cost-leadership Strategy

No.

Statements

1

The company expands the operational branches to incur costs related

to achieve economies of scale through expansion.

(DGB 2 5 06cs005005600¢ (ﬁmmﬁeaooégé[? M
2 ROCIOR ROZCMYPFNY C9E %

00520050760$3COCI CI$IUPD 0329012025
9 % lo] SD?O%POL L°Qlo 2

The company purchases more computer hardware and software and
increases the expenditure on internet connectivity to gain lower

operational costs.
(DGB 20p5 Computer Hardware & Software qpso3 380u50n(3s

C < C C ¢ o _C C ¢ C Int t
C\?OC?&\)&?OCD? (7??0’.“0)61@030003)61?3?08(7) nterne
o C C ocC C o CN C
QI(I)&)OO ﬁS(?CGT) GlCS?S@lU?ﬁ(Yi_) Cf)“@g?&)&?ll)

The company allows and invests in the relevant training on employee
learning and growth to achieve cost-leadership through the learning
curve effect by investing in knowhow.
(DGB S 08008:9P:30O3320e0m  20Eom&1ePont
> ? QP23 [ PR
E245108 cuil3&3S ocoSiqprel 9SieanSapSAgSeolds
fCipEGO COHFCEYE Opooeiqprel ges Rlead eV St Ok

C <. C e} c(rc C coC C
C\?OC?JBSCDC UJDQ.POO? C\{IC@?OO?)C\?OGSCDC?CG@CD@II)

The company opens the branches located near the customers to
achieve the cost-leadership through transportation charges reduction

and the minimizing of office rental charges in rural areas.
C o _¢C C C C C
(OgDDMW§(Yﬂ®quQ{B§J[§CG§9 G(Y{IQC\)(Y)GCBOJ%)C

The interest rates of the company are very favorable compared to

other microfinance institutions
(DGB e 3200"&?4{]933@ 39[§0°GOJ)GCGG]_ e@seslz (Qgcn%

[ oXe]

coC "] ¢
&CéCS 80 on Customer Eﬂ’) 3BUJ(DO®&)CG GOD’J&?S
1ol LL °
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Part 111 : Differentiation Strategy

No.

Statements

1

The company has the level of customization on loan products.
Y C ¢ C o
(DGB Q0P customer qpz :raaoce@eoasﬁzaogm 6][:6g32q)32@0:

o O _Cf0Oo ¢ C C o C
QPEo? Customer eﬂ')s@oo@lm [gcaoceozqueﬂoo&)u)

The company doesn’t have the degree of complexity (stringent
requirement) when applying for loans unlike the competitors.
(DGB 085 Customer Qp: Gsllzegquecgpmcoooseowsaé]

ocC ¢ C C c¢ C
39@’)26330 [SlC(DOOQiP‘;OOOO C\gLDORC\{IC@:?:DEII)

The company engage with money transfer service provider such as
KBZ quick pay for disbursing the loans and collecting the repayment.
DGB 2005 63136CQpi00056 °[§5°&5 @CSO(S@&:QO’)GS KBZ
( 22 CRPFEGPR PLBERE Y9 =70

Quick pay 093 ecadoseaontuepst 310530056800EgM52051)
pyoLo o«o‘? JLEiPDJOQI 81 >

The company offer the monetary advisory and support services to

customers.
C ocC
(DGB 00 Customer QP:320: Gg@@@g
(9] C

(o]
30
L
C 0O CIINS ¢ C §
Q{PS&C OOSOOE[%CS 0$Ga0DCOM GOSG&?DCCDP_'DII)
1o ol 1 L

Loan assessment process is faster than others.
(c3eC3Mm 05(aéec0dcs2052005 39@0%;:130 MFI gpzoond 08
]le§ BOQOCHIOP ° qPs [

G052




Part IV: Focus Strategy

No. Statements

1 | The company targets the low-income earners.
DGB C C <, o o [o] °j
( 20p0 0CBC$POIQPE3D: 3260000034

o C

6][:65QP2]|EeLECY §20p0I)

2 | The company serves mainly on the women borrowers.

C (o) C o 2]
(DGB 00 39@003903@9 3Q|[:006: customer QP:322s
C_ C . C

G30DCEMIGOS ooeu)

3 | The company offers the youth and healthy customers.
DGBa0pS cudSquSmisseneom Customer 209000 328N 00D:
( B2 COGPNY¢E (Lt :

C_ C . C

eaoocglmeo.,oo&?u)

4 | The company provides loan products or services which are distinctly
different from those of competitors.
(DGB 20p5 @léwogfpgm%c{ps.?é og)[_g‘)seoao Loan products (o3)

C C o C C

0§$6300CHQPNPIID GLIEIOICON)

5. | The company offers the superior service than other competitors by

collecting both principal and interest when the loan matures in the

agricultural loan category.

DGB C 9o CO o o o o C o C Co
( 338 0?0’)({”068106%]06839({] 0330300080 GQIOG((%CDO’)CDGO

(e]
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Part IV: Business Performance

No. Statements

1 | DGB has improved internal process for increased efficiency.
(DGB 20 5 0:6500¢ Co%“@é $ 2005 WOCH0Cs
2 §e: Nleeteld v A (¢] POCHOZC:

c_C Qe < R C
G@OOCSIOO (ﬁeﬂ)()? @((.’TOOCOUJQODEII)

2 | Internal training which provides by DGB can enhance employees’

talent and skills.
(DGB © o%ooé:qua%@lcx?f)eo: 200 Training Q{Pswé

¢ C ﬁ o C c o C c C C C (9]
O?OO@SQ{PS@ 0?006180?006388 ?(;Z 0868680)061@ Qﬂ’)‘é()?

030G 2O Cu)
L’ >

3 | The employee turnover has reduced due to satisfaction.
(0§c0dzapzen 8odemysde °e@o€o°oo§°ooo§&c° 55
? qQp: REGad s (R ; O% SRMees

&sooéu)

4 | Brand recognition in the market has improved.
(@%m%&": MFI wa%sm%ﬂr)ogé DGB Microfinance :)3&5 ooéﬁps

G(T{]'S@o:me}wéu)

5 | DGB is currently recording constant increased profits.
C CcOo C C Cc O
(DGB 20p0 comgoac mmme@mo?:(émmem

39@0539@%34{[): sﬁcooe;oaéu)

6 | There is substantial increase in number of new customers in DGB.
C C C o O (9]
(DGB eale Customer 32000 3266320000 QP8 WOV 0PN

:Déu)

7 | DGB has currently improved in loan outstanding.
DGB 2005 comr800E000569:6C0EIM QP0320000 @')mo
( o §QGCR ]le§ qPeops PG

:Déu)




Part V : Business Sustainability

No. Statements

1 DGB customer base has consistently increased over years.
C C cC C C cC O C
(DGB customer 326§ I20RNQPAO éo)o)es'aaoooe[goo (epHosles!
o 1 L

coo:néu)

2 DGB has a low loan repayment default rate.
DGB ¢ 6 °ec[§cao&9 2 302020888 3005201500051
( 3¢ e]1Fe§ 9% RQ° VR Ree o (Ao

L

3 DGB lending methodology is attractive to current and new customers.
(DGB € GQEECO0EIRE $09:0602005 CVNSS customer opssc
PEER PR 0% > 8 ]P3eS

customer 320000320005 80650¢ 8§ Vloa5N)
]33 o] 29 &

4 Customer loyalty has increased due to satisfaction.
(Customer qp:&ﬁ%ogeoméﬁqpse@oé Customer qpsgﬁ :Dgg)%’]

o 00 C C
ﬁeip.,o?.,oommoa@u)

5 DGB loan assessment criteria can reduce the risk of late or non-

repayment in individual loan obligations.
(DGB @ °GC3B(T\)[§UC)@<5&C° 2005 0003:9|C:691:6¢0108
Les ORI S0 (R (R4 ¥
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8o Cu)
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6 DGB has well-designed borrower screening, careful loan structuring,
close monitoring, clear collection procedures and active oversight by

senior management to reduce the delinquency of loan portfolio.
C C C o o C [o Y C N C o
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7 DGB has a good portfolio reporting that accurately reflects the status
and monthly trends in delinquency such as portfolio-at-risk aging

schedule to effectively manage credit risk.
(DGB né @Cm 56038006C  E$HMM|O
(¢} feopeos § egPmm|

o C . o o
(eoe') - G][:6530CEP risk 0 M)
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I sincerely appreciate the time you spared to complete this questionnaire.
Thank you.



