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ABSTRACT

This study aims to identify Myanma Agricultural Development Bank credit

policy and to analyze agricultural credit accessibility and its effects on farm

performance in Shrvegyin Township. This research used both primary and secondary

data. The primary data were collected by interviewing with farmers from 3 groups of

villages. The sample size includes 132 farmers (30% of the total farmers of each

village). Survey was conducted by using structured questionnaires. Descriptive

analysis and multiple regression method are used. According to diScussion with

responsible persons from MADB, the bank is providing loan with the follou,ing

objectives: to farmers to promote rural banking, to encourage saving habit, to support

socioeconomic development, to cultivate habit of using banking services and to

develop banking seryices rvhich are set up by MADB policy. According to the farmer

survey, the household size of the respondent is from 2 to7 members. Average

numbers of farmers are 2 farmers. Duration of farming experience is from 11 to 20

years and their main source of earning is fanning. Their living standard is above

average level possessing owned home, motorcycle and almost they owned farmland

and cows. The cultivated acre is 12 acres maximum andl acre minimum. Average

paddy yield per acre is round about 60 bushels per acre. They borrowed from loan

from MADB and some also obtain loan from other organizations. Hou,ever, most of

farmers received loan only after farming period. More than half of farmers covered

about fifty percent loan sufficient rate. According to multiple regression analysis,

number of cows, ownership of water-pump, loan coverage percent and period of loan

received are significantly related u,ith paddy yield per acre. The finding showed that

the effect of loan coverage percent and period of loan received is greatest on paddy

yield per acre. Therefore, agricultural credit should be pror,ided to farmers sufficiently

and timely manner.
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CHAPTER 1

INTRODUCTION

Agriculture is the main source of income among the rural poor. Relative to

other sector, agricultural growth can reduce rural povert)' rates faster and effectively

(Christiaensen et,al, 20ll)" If a farmer get appropriate financial assistance, his crop

production will increase by 60% because he ri'ill use qualitl, seeds and right fertilizers

at the right time to his farm" Loan disbursements of government are mainl1' needed

for farmers in development of agricultural sector. In the developing country,

agricultural loan is closely related to providing needed resources which farmer cannot

source from their own available capital. Agricultural loan has become one of the most

important govemment activities in the improvement of agricultural sector

development.

Agricultural loans are made to farmers to finance farming activities.

Agricultural loans help farmers run their farms more efficiently. It can be difficult to

keep up with running a farm, so farmers need low interest agricultural loans to help

them stay afloat. Credit accessibility refers to the ease or difficulty of acquiring credit

by borrowers for purpose such as to enhance business performance (Salahuddin,

2006). Fortunately, the government often steps in with low interest loans and other

subsidies that help farmers tum a profit. Farmers can use agricultural loarp to

purchase farm land, cover operating expenses, purchase livestoclg cover

storage/wq.rehouse expenses, and help with the of their

product. (htps ://www.business.com)

In every Asian country, farm credit has always been an important factor in

improving agricultural productivity and strengthening the rural economy. In some

developing Asian counffies, agricultural credit policy heavily relies on commercial

banking, the rigid mechanism of which is not compatible with the resources of the

small-scale farmers. In India, agriculture is still the principle source of livelihood for

more than half the population (2015). 40Yo of all bank loans must go to prionty

sectors, which include agriculture, SMEs, and export-oriented industries. In Thailand,

agricultural exports ffe very successful intemationally; rice is the most important

1



crop. Thailand directs 20yo of bank deposit
respectively (Asia focus, 2014)"

to agriculture (l4yo) and SIr4E i6,:

Myanmar is an agricultural country. Agriculfure sector is the back bone ofMyanmar economy not only contributing to the overall economic growth of theeconomic growth of the country and but also sustaining a standard of living. Theworld Bank estimates that the country's agricultural sector accounts for 3g% GDp
and23% of exports in finical year 2016_2017.

Myanma Agricultural Development Bank was established on 1 June 1953 brthe Govemment of Myanmar' The bank implements the government policy which isto support the development of agriculture, livestock and rural socio-economic
enterprises in the country by providing loan and saving services. MADB is currentll
the largest financial institution servicing the rural areas and financing agriculrure
activities' There ate229 branches (2016)of MADB openings in agriculturalr.strons
states and divisions with the support of government. They aim to assist ::e
development of agricultural sector in such regions.

MADB has issued 1630623.88 million worth of Seasonal loan ro t-a*;:s ::-fiscal year 2016-2017 and K 53g,2rg milrion more than in fiscar 1.ear r[r]_<_:_-b
Farmer can currently take out 12 month loan Kr50, 000 per acre for LID iu-r ir-r :;:es
from MADB if they are growing paddy or sugar cane. The \,linisq r_ii.{snculiure.
Livestock and Irrigation (cooperative department) rend 10an K-<r-rr.r 

,riiiion 
to thecountry's largest paddy-producing areas. Bago Region tops the risr arid recei'es

K84.656 billion (Hroo Thant, 2016).

The current govemment policy is to mo'e from traditional to industrialized
farming techniques, encouraging the formation of cooperatir es and providing capital
to buy equipment' The govemment has loaned farmers more than K500 billion to buy
farm machinery, and farmers have bought uss 1 00 million *,orth of equipment on the
installment repayment plan' In doing so. the currenr government is continuing thepolicy introduced by the last government. of tr1-ing to improve economic and social
conditions in the rural areas, creating job opporrunities and generating income
(Myanmar Times, Dec 2017).

2
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1.1 Rationale of the Study

In Myanmar, approximately 70 percent of the labor force (of 32.5 million) is

reportedly engaged in agriculture or dependent to a significant extent on agriculture

for its income (World Bank, 2014). Credit is the essential for an1' business and more

so for agricultural sector which has traditionally been a non-monetary activi6, for the

rural population in Myanmar. Agricultural credit is an integral part of the process of

modernization of agriculture and commercialization of the rural economy. The

introduction of easy and cheap credit is the quickest u,a)' for boosting agricultural

production. Therefore, it was the prime policy of all the successive govemments to

meet the credit requirements of the farming community of Myanmar Agriculture.

The banking system of Myanmar is composed of 4 state- owned banks and24

private-owned banks n zAfi. Among 4 state-owned banks, Myanma Agriculture

Development Bank (MADB) is a specialized bank in providing agricultural loans to

the farmers in the agricultural sector. Among 24 pivate-owned banks, Ayeyarwady

farmers development bank (A Bank) is a private owned bank which was opened on

17 November 2015. A bank provides loans to farmers, small and medium rice mill

owners and enterprises.

There are two types of loans to its customer nationwide provided by MADB:

the seasonal crop production loan and the term loan, which account for 98 percent and

2 percent of total outstanding loans in 2014. The seasonal crop production loan

(SCPL) is designed to cover the working capital needed of smallholder farmers at the

beginning of the agricultural season. The loan amount varies accord.ing to the ri,-U",

of acres owned or leased by the farmer and the intended crop. Most term loans are

collateralized. This type of loan is granted for the purchase of machinery for

agricultural pu{pose and is given with a three-year maturity period.

Shwegyin Township is located in Bago District. The main work for the

civilians is farming. There are Myanma Agricultural Development Bank,

Cooperatives and other organizations in Shwegyin. They provide agricultural credit

services by lending loans directly to individual farmers, groups. Priority is given to

cover and benefit as many medium and small farmers as possible. It also supports

farmers seasonal crop loan and term loan for sustainable agriculture development.

Thus, they can use the agricultural inputs (high quality seed, fertilizer, technology) for

a
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better yield in their farming. This study could benefit in making the credit policy of

the banks and other financial institutions through the analysis on the farmer survey

results and support for the welfare of the farmers of the country.

1.2 Objective of the Study

The objectives of this study are

I To identi$ credit policy of Myanma Agricultural Development Bank.

To analyze agricultural credit accessibility and its etTects on farm

performance in Shwegyin Township.

2.

1.3 Scope and Method of the Study

This study only focused accessibility of agricultural loan arnong t-armers in

Shwegyin Township. There are28 groups of villages in the tounship: out of them. 3

groups of villages (10%) were randomly selected. Descriptive anal1sis. correlation

and liner regression method is used. This research uses both primarl and secondarl

data in order to fulfiIl the objective of the study. Total respondents are 1-11 farmers

with whom face-to-face interview were conducted by using strucrured questionnaire.

Before the survey, meeting and open discussion with managers tiom \LADB and

village administrators were conducted. The secondarl' data are collected tiom

previous studies, thesis, reports, related books,journals, and internet uebsites.

1.4 Organization of the Study

This study paper is organized with five chapters. Particularll', chapter one

presents a general description of the study, including rational. objectives, method,

scope and organization of the study. In chapter tu'o. theoretical background of the

study is described. Chapter tlree describes background informaton of agricultural

loan in the Shewgyin Township. Chapter four contains the data analysis and the

explanation of the primary Cata from the sun'ey' in Shwegyin Township. Finally,

chapter five describes the finding, suggestions of the study area.

,|;

.q'.
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CHAPTER 2

THEORETICAL BACKGROUND

This chapter provides the literature review concerning the theories and

research finding from previous studies. There are nature ofagricultural finance, role
of agricultural credit, accessibility of agricultural credit and sources of agricultural
finance, types of agricultural loan, previous studies and conceptual framework of the
study.

2.1. Nature of Agricultural Finance

Agricultural finance generally means studying, examining and, analyzing the
financial aspects pertaining to farm business. The financial aspects include money
matters relating to production of agricultural products and their disposal.

Agricultural Finance is dedicated to financing agricultural related activities such as

input supply, production, processing and distribution (Meyer, etal. 2004)" Murray
(1953) defined agricultural finance as "an economic study of borrowing funds by
farmers, the orgatization and operation of farm lending agencies and of societ5r,s

interest in credit for agriculture." Tandon and Dhondyal (1962) defined agriculfirral
finance "as a branch of agricultural economics, which deals with and financial
resources related to individual farm units." Farm finance has become an important
input due to the advent of capital intensive agricultural technologies. Farme,rs require
capital in order to enhance the productivities of various farm resources.

Agricultural finance is the economic study of the acquisition and use of
capital in agriculture. It deal with the supply of and demand for funds in the

agricultural sector of the economy. Knowledge of fundamental economics and

management principles and analytical procedures facilitates obtaining control over
capital it will pay to allocate to alternative uses. Financial analysis relating to income,

repayment capacity, and risk management indicates the total amount of capital the

farm business can profitably and safely use. Information on the legal aspects of
borrowing, leasing, and contractual arrangements helps the farmer select the means of
acquiring knowledge of the legal and financial aspects of retirement and estate

planning can ensure an orderly transition and transfer of the farm business to the next
generation.

5



Agricultural finance needs to focus on the following four factors (World Bank,

2015). They are segmenting the smallholder farmers and identifu their financial

needs, finding ways to de-risk agricultural finance, identifring appropriate institutions

and delivery channels for loan and addressing issues in the enabling environment and

specifi c government policies.

2.2 Role of Agricultural Credit

Agricultural credit is any of several credit vehicles used to finance agricultural

transactions, including loans, notes, bills of exchange and banker's acceptances. This

types of financing is adapted to the specific financial needs of farmers, which are

determined by planting, harvesting and marketing cycles.

The word credit is derived from the Latin word "credire" which means to

believe or to have a trust or have a faith or confidence. It has been pointed out by

Muray (1949) that "credit makes it possible for farmers to take advantage of new

machines, good seeds, fertilizers, livestock, labor, all of which enable the farmer to

otganize and operate his farm on more profitable basis. In order to adopt high yielding

varieties, farmers need huge amount of loan, since their own savings are negligible.

Expansion of credit institutions is a prerequisite for technological change, which will
facilitate agricultural prosperity.

Credit is a means of obtaining resources at a certain period of time. rvith an

obligation to repay it at subsequent period in accordance with the terms and

conditions of the credit obtained" (RBI, 1954). The advent of modern technology has

led to increased demand for inputs. As a result, adequate agSicultural credit is required

for agricultural development. Dantwala (1966) rightll' states that provision of good

credit facility to the farmers at the right time in the right place in the right proportion

is a requisite for the transformation of agriculture. The non-availability or scarcity of
credit retards agricultural progress in particular and rural development in general. An

agriculturist has to make investment to raise the productivity of land.

Agricultural credit is the money extended to the farmers to stimulate the

productivity of the limited farm resources. It is not a mere loan or advance; it is an

instrument to promote the well-being of the society. The role of farm credit in

strengthening and developing both input and output markets in agriculture is crucial

-:. i,tr'l i.;

'"" bi
,g* 

;

.*.

:.. 1

'1.lf :

6



I

and significant. Providing appropriate finance for agricultural operations, therefore,

like oiling agriculture to make its wheels more softly and smoothly (Agarwal, 1969).

Credit is an important input in the production process. It is beneficial not only

to the person who avails it oft but also to the person u.ho parts arvay with it. It is a

financial asset of the bank. It helps both the bank and the borrou'er in strengthening

their financial status (Banaijee, T977). Credit was defined bi' Ellis (1992) as a sum of

money in favor of person to who control over it is transferred. and u.ho undertakes to

pay it back. Agricultural credit plays an important role in agricultural development.

Agricultural household models suggest that fann credit is not onlv necessitated by the

limitations of self-finance, but also by uncertainty pertaining to the level of output and

the time lag between inputs and output (De Janvry and Sadoulet, 1995).

Agricultural credit is one of the important interventions to solve rural poverty,

and plays an important role in agricultural development (Linto, 1993; Meyer &

Nagarajan, 2000). Expending the availability of agricultural credit has been widely

used as a policy to accelerate agricultural and rural development (ADB, 1998;

Binswanger& Khandker, 1995; World Bank, 2000).Meehan (2001) reported that the

provision of financial services to the poor has a crucial role to play in providing

household food security and alleviating poverty. Credit has vital role for increasing

agricultural production; and the timely provision of credit allows farmers to purchase

the necessary inputs and machinery for farm operations (Saboor et,al,2009).

In a broader sense, credit is not only the life-blood of modem economic

system but also the magic word of socio-economic transformation and a lever of

development. Credit is one of the most crucial but scarce inputs used in agriculture.

Farm credit is an important instrument, which has lreen used to increase agricultural

productivity. Credit is the most important input of modern farming.

2.3 Accessibility of Agricultural Credit

Credit accessibility refers to the ease or dfficulty of acquiring credit by

borrowers for purpose such as to enhance business performance (Salahuddin, 2006).

The accessibility of credit is still fairly constrained, and particularly access to formal

credit for small and medium farmers. These forces constrained borrowers to tum to

more expensive and unreliable informal credit sources (Okurutu et,a1,2004). Credit

..! "
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has a crucial role for elimination of farmer's frnancial constraints to invest in farm
activities, increasing productivity and improving of quarity and quantity of famr
products so, that it can increase farmers. credit accessibility is important for
improvement of quality and quantity of farm products so, that it can increase farmer,s
income and avoid from rural migration. on the other hand, some policy makers
believe that payment of credit with low interest rate to farmers can support them
against some results of development policies that threat their welfare (Ghorbani,
2005)' Therefore, with limited access to credit, the budget balances becomes a
constraint, where expendifures have to remain less or equal to the sum of revenues
during the period, accumulated saving and credit availability. Hence, credit constraint
limits the optimum production or consumption choices (De Janvry and Sadoule!
tees).

In other words, if producers face an infinite supply of liquidity at a given
price, the production decisions will be independent of consumption decisions. \\hen
credit is rationed, some borrowers cannot obtain the amount of credit the1, desire at
the prevailing interest rate, nor can they secure more credit by offering to pa1. a higfier
interest rate' In such circumstances, liquidity can become a binding constraint on
many farmers operations' Facing such a situation, households gave to choose ho*,to
invest and what inputs to buy, depending on the level of credit thei.receir.e.

one of the financial institutes has an important role in tinancine agrrculture
sector is agricultural bank. This bank can direct agricultural cre,jit ,lori such that
helps general economic policies of government. So. dutl ot agriculrural bank is
financing of farmer and related industries and participation in actir.ities that private
sector can't invest in it. In fact, access to credit for t-armers is accompanied with some
problems (Ghorbani, 2005). Recent theoretical and empincal studl.in economics has
established that credit markets in developing countries u'ork inefficiently due to a
number of market imperf'ections. The literarure cites a number of market
imperfections which lead some potential borrou'ers to be rationed out of the credit
market' Regards to results of rural credit literature, farmers with credit access
problems will invest ress in capital assets and their land.

In some developing Asian countries, agricultural credit policy heavily relies
on commercial banking, the rigid mechanism of which is not compatible with the

..rri;t;i.;!
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'a

.,&,.

8



:_

resources of the small-scale farmers" This has resulted to lower access by the farmers

to financial resources. In developing countries where physical collateral is a major

problem, land certification program could be one of the national policy options.

Specially, the activities sought to address three major problems: the debt burden of
farmers in debt; improving access to farm credit by small-scale farmers; and financial

institution's sustainability and non-performing loan.

The outcomes of this is that only a small proportion of the total number of
rural households an farmers credit from the formal sector. Again among those with
access to institutional credit, a very small group particularly the rich and the elites in
the village receive avery large share of the total amount disbursed. Consequently, the

overwhelmingly constrained borrowers are forced to furn to the rather expensive and

unreliable informal credit sources (Okurut et. aI, 2004).

2.4 Sources of Agricultural Finance

Farmers need the financial credit required for investrnent in agricultural sector.

The farmers receive the required credit from different sources which can be classified

into two sectors. Credit is also classified on the basis of lender according to such as

o Institutional Credit -

. Non-Institutional Credit

2.4.1 Institutional Credit Sedtor

The institutional sources which provide the credit to the farmers are known as

organized sources of agricultural credit. They are established especially for the

development of agricultural sector. The evolution of instirutional credit to agriculture

could be broadly classified into four distinct phases - 1904-1969 (predominance of
cooperatives and setting up of RBI),1.969-1975 (i.{ationalizationof commercial banks

and setting up of Regional Rural Banks (RRBs)), 1975-1990 (setting up of
NABARD) and from 1991 onwards (financial sector reforms). Institutional funding of
the farm sector is mainly done by commercial banks, regional rural banks and

cooperative banks. Share of commercial banks in total institutional credit to

agriculture is almost 48 per cent followed by cooperative banks with a share of 46 per

.:.i , :!
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cent. Regional Rural Banks account for just about 6 per cent of total credit

disbursement (Ramana, l99g).

Government

The government banks extend both short term as r.vell as long-term loans"

These loans are popularly known as "Taccavi loans" nhich are generally advanced in
times of natural calamities. ADB provides short- term (less thanl 1,ear). medium term
(1to5 years) and long term (more than 5years) credits to the farmers. The rate of
interest is low and it is not a major source of agricurtural finance.

Cooperative Credit Societies

Cooperatives are also the most important source of institution credit available

to the fanner. In many of the Asian countries (Ceylon, Indi4 Japan, the Republic of
Korea, the Republic of Vietnam), the agricultural credit available through

cooperatives accounts for four-fifths or more of the instifutional agricultural credit. In
China (Taiwan), the credit directly provided by multipurpose cooperatives, called

famter's associations, accounts for about one-third of total institutional credig and the

bulk of the balance is disbursed and recovered by these cooperatives as agents of
various govemment bureau(Faridabad, 1967).

Commercial Banks

Commercial banks are corporations chartered under federat or state law.

Previously commercial banks (CBs) were confined only to urban areas serving mainly

the activities of trade, cofilmerce and industry. The insignificant participation of CBs

in rural lending yqas. explained by the risky nature of agriculture due to its heavy

dependence on monsoon, unorganiz.d nature and subsistence approach. Through

nationalization of CBs in 1969 afi CBs were made to play an active role in
agricultural credit was accelerated and they are the largest source of institutional

credit to agriculture (For .*?*pt", a large majority of the approximately

l4,000commercial banks in the United States are located in towns with less than

lO,000population these rural (country) banks lead all credit institutions in volume of
non-real-estate farm loans and rank high in real-estate loan volume as will. From the

farmer borrower's point of view, commercial banks have several advantageous

features. They can give prompt credit service with a minimum of red tape, they are

t0
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readily accessible , and they alone can provide a full range of financial services,
including checking accounts, saving accounts, trust counseling, estate pranning
investment counseling, fann management services, charge cards, and safety deposit
boxes (Murray, et.al, I 980)

Regional Rural Banks (RRBs)

RRBs were set up in those regions where availability of institutional credit
was found to be inadequate but potential for agricultural development was very high.
However' the main thrust of the RRBs is to provide loans to small and marginal
farmers, landless laborers and village artisans. These loans are advanced for
productive purposes. At present 196 RRBs are fi.rnctioning in the country lending
around Rs 9,000 crore to rural peopre, particurarly to weaker sections.

Micro tr'inancing

Micro financing through Serf Help Groups (sHG) has assumed prominence in
recent years' SHG is a group of rural poor who volunteer to organize themselr.es r:r:,:
a group for eradication of poverty of the members. They agree to save regurarr,, air
convert their savings into a common fund known as the Group corpus. The memre:s
of the group agree to use this common fund and such other funds thar rhel mar.
receive as a group through a corlmon management. As soon as the SF{G i-r tiuned
and a couple of group meetings are held, an SHG can open a sai-in-qs Bank account
with the nearest commercial or riegional Rural Bank or a cooperarii e Bank. This is
essential to keep the thrift and other earnings of the SHG sattlr and also to improve
the transparency levels of SHG's transactions. opening oi Sar ing Bank account is the
beginning of a relationship between the bank and the SHG. once this process is over,
banks liberally lend to the groups or to members and reco'er the loans conveniently.
The banks even offer subsidy to the amount of loans borrorved based on their good
response.

2.4.2 Non-Institufional Credit Sector

The local individual who provide the credit to the farmers are unorganized
sources of agricultural credit- In Nepal, the rural farmers are dependent on the
unorganized sector for their agricultural credit. About 60yo agicultural credit comes
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from these sectors. The unorganized, sources of agricultural credit are as follow(h@//www.meo spark. com).

Friends and Relatives

The'friends and relatives of farmers provide credit to the farmers in small
amount to meet day to day needs and emergency needs. They provide roan with orwithout interest and security.

Traders and Commission Agents

Traders and commission agents advance loans to agriculfurists for productive
purposes against their crop without completing legal formalities. It often becomes
obligatory for farmers to buy inputs and sefl outputs through them. They charge aheffy rate of interest on the loan and a commission on all the sares and purchases,
making it exploitative in nature.

Landlords

Land owners provide the credits to the farmers for short-terrns as ri.ell as longterm' Generally' short term credit is provided with security of standins crops andcattle and long term credit is provided with the security of land and houses, Mostly
small farmers and tenants depend on landlords for meeting their production and day,to
day financial requirements.

Money Lenders

Despite rapid deveropment happening in rural branches of different
institutional credit agencies, village money lenders still dominate the scene. Money
lenders are of two types, agriculturist moneY lenders $-ho combine their money
lending jobs with farming and professional mone)' ienders whose sole job is money
lending' They provide credit with securit' of mo'able and immoveable credit with the
security moveabre credit with the securitl.mo'abie and immovabre property.

2.5 Types of Agricultural Loans

Agricultural loans are categorized as short-term, intermediate-term and long-
term, depending on their maturity. rrnders often describe roans by the pu{pose or
terms of the loan according to Eillnger and Barry, (n.d).
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Short-term Loans

Short-term loans are often used for operating expenses. Loan maturity usually

matches the length of the agricultural production cycle (e.g., 3 to 18 months), hence a

short-term loan. However, this may be described as line-of-credit financing under a

credit commitment, which specifies the amount and timing of the disbursements and

payments of the loan. The line-of-credit ma1' be a single disbursement due at a

specified future date or a revolving line-of-credit in rvhich the borrower may borrow

and repay as needed during a specified time period. usually subject to a maximum

borrowing level. On a non-revolving line-of-credit, a borrower is entitled to a

specified amount of funds, and repayment does not allow the borrower to draw those

funds again. A non-revolving line-of-credit is sometimes referred to as a draw note.

Intermediate-term Loans

Intermediate-term loan are used to finance depreciable assets such as

machinery, equipment, breeding livestock and improvement. In addition,

intermediate-term loans are sometimes used to restructure a borrower's balance sheet

to provide additional working capital. Lenders often describe them as capital, or

installment, loans. Loans usually range from 18 months to l0 years'

Long-term Loans

Long-term loans are used to acquire, construct and develop land and buildings,

and usually are amortized over periods longer than 10 years. Lending may describe

them as real estate mortgages because they are usually secured b1' real estate. Long-

term loans are sometimes referred to as contract financing. in w'hich case a seller

provides financing directly to a buyer.

2.6 Previous Studies

There are several studies regarding access credit of farmers. This section

presents a review of some related previous studies.

Wanjawa (2017) arralyzed contribution of agricultural loan accessibility to

performance of small holder sugarcaoe fanners in Kakamega County, Kenya. The

study found that agricultural loans have significant effect on the performance of the

farmers. The conceptual framework can be seen in Figure (2.1). The study used

1",; ir : !

::

13



!

,.::

threshold decision-maLing theory proposed by Hill and Kau (1973) to analyse the
determinants of credit demand by farmers. The decision making threshold is the value
of the decision making variable at which the decision is made, such that an action is
selected or a corlmitment to one alternative made, making the end of accumulation of
information.

The theory pointed out the fact that when farmers are faced with a decision to
adopt or not adopt an innovation, in this case demand agricultural loan, every farmer
has a reaction threshold, which is dependent on a certain set of factors. As such, at a
certain value of stimulus below the threshold, no adoption is observed while at the
critical threshold value, a reaction is stimulated. These factors are loan interest rates,

disbursement of loan and accessibility of loan (Hill and Kau,1973).

Figure (2.r) Conceptuar Framework of previous study

Independent Variable Dependent Variable

Loan Accessibility Performance of Sugar
cane farmo Financial service innovations

o Collateralrequirement
o Diversification of credit

services

o Output Price
o Tonnage(Han'est)

t

Source: Wanjawa, D., yugi, C. and Muli, W. (2017)

In Figure (2.1), agricultural loans have been used as independent variable
under a construct-accessibility; dependent variable u'hich is performance of sugar

farm was conceptualized as pricing of the sugarcane and tonnage. The loan affects

their farm produce since they cannot invest in getting good cane suckers, fertilizer as

well as labor to weed their farms. In this stud1.. accessibility of loan was

operationalizedinform of flexibility of loan delir.en', diversification of the loans and

the innovative financial delivery services.

' 
Obiero Q0l3) didn't analyze the credit accessibility, but identified the social

economic factors affecting farm yield. The study found that farmer,s age, farmer,s
experience, household size, farmer's expense and farmer's education effect on farm
yield. According to the result, there is a negative conelation between farmer,s age and
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farmer's experience and farmer's education with farm yield. There is a positive
correlation between household size and. maize yield. There is positive and significant
correlation between farmer,s expenses and, maizeyield.

2.7 Conceptual Framework of the Study
The conceptual framework for the study is constructed by considering the

independent factors described above. They are background characteristics and
agricultural credit accessibility which are assumed to determine its effects on farm
performance.

As presented in previous section, obiero Q0l3) considered farmer,s age,
farmer's experience, household size, farmer's expense and farmer,s education effect
on farm yield and found that among them, farmer's experience is significantly related
with crop yields. on the other hand, Wanjawa (2017) considered loan accessibiliq,
(financial service access innovation, collateral requirement, and diversification of
credit service) as the independent variables and farm as the dependent variable. The
study found that credit accessibility affected on farm performance.

Thus, the conceptual framework for this proposed study is consrructed ,-s

shown in Figure (2-2). According to the Figure, credit accessibility ol farn:ers ;r:rd
background characteristics of respondents are assumed as the influencins lacttrrs .n
the farm performance. To evaluate the farm perfofinance, the paddv r ieiJ pe: acre is
used to measure in the study.

It is important that to improve the farm paddy yields per acre. the loan must be
sufficient to cover the farming expenses and it also shouid be recei'ed timely.
Therefore, in this analysis, to identif! the credit accessibilin of the farmers, the
dimensions such as period of loan received and co'erage percent of the loan amount
ate used and they are specified as independent t'actors. For the background
characteristics of the respondents, their age. and number of farmers in the family, their
farming experience, the cultivated acres. and their ounership of farm properties are
put into consideration to evaluate their effects.

15



Figure (2.2) Conceptual Framework of the Study

Background Characteristics of
Respondents

- Age

- Numbers of Farmer in household

- Farming Experience

- Cultivated Acre

- Ownership of Farm Properties

Credit Accessibility

- Period of Loan Received

- Loan Coverage Percent

Source: Own Compilation

Farm
Performance

-Yield per Acre

t
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CHAPTER 3

BACKGROT]ND STUDY OF AGRICLTLTI,IRAL LOAN IN

SHWEGYIN TOWNSHIP

This chapter describes background information of asricultural loan in
Shwegyin Township. This chapter includes oven'ies's on asriculrural sector,

agriculture credit in Myanmar, Myanma Agricultural Development Bank and Other

Financial Institution in Myanmar, background information of Shsegf in Township

and Financial Institution in Shwegyin Township.

3.1 Overview on Agriculture Sector in Myanmar

Agriculture is the backbone of Myanmar economy not on11' contnbuting ro the

overali economic growth of the country and but also sustaining a sranciard of living

for more than 60 per cent of the Myanmar population. An estimated 16 per cenr of the

Myanmar population is living below the poverty line. Por.ertf in \1r anmar is

concentrated in rural areas, where the poor rely on agriculrural and casual

employment for their livelihood. Many live near the poverty line and are sensirive to

economy-wide shocks. Agricultural sector plays a remarkable role in reducirs

poverty in Myanmar for many years to come because it supplies ba,sic necessities of
human life, provides basic inputs for industries and, in addition ro rhese. pun.evs

goods for exports and otherpurposes. It is extremell'crucial to \lranniar s economy

and future sustainable growth (Ramree, 2017). Agriculrure is the second largest

export commodity and the most important sector for the courltrr''s econom]'.

According to the Food and Agriculrurai Organization (FAO) in 2015

Myanmar agriculture policies are described u'hich are a-i tbllou s.

1. To emphasize production and utilization of high-1ielding and good quality seeds.

2. To conduct training and education for farmers and extension staff on advanced

agricultural techniques.

3. To implement research and development activities for sustainable agricultural

development.

4. To protect farmers rights and benefits.

5. To assist farmers to get fair price on their produce.
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6" To assist in lowering production costs, increasing high quality crop production,

developing and strengthening of markets.

7. To encourage transformation from conventional to mechanized agriculture,

production of crops appropriate with climate and extension of irrigated area.

8. To undertake renovation and maintenance n'orks on old irrigation, pumping and

underground water systems.

9" To support rural development and poverty reduction activities through

development of agriculture sector.

10. To encourage local and international investment in agriculrure sector for the

development of advanced agricultural technology and commercial agricultural

production.

I 1. To justiff and amend existing agricultural laws and regulations in line u.ith

current economic situation.

Agriculture sector contributes 36 percent of GDP in2007-2008: 13.3percent

of total export earning; and employs 6.12 percent of the labor Force. The agriculrure

sector represents between 35 to 40 percent of gross domestic product (GDP) and that

up to 70 percent of the labor force(of 2.5 million) is directly or indirecth' engaged in

agriculture products which generates between 25 to 30 percent of total export

eamings (World Bank, 2014). From 1988 to 2015, Myanmar received a total of

$47.89 billion in foreign investment, of which a mere $214 million \\'as devoted to the

agricultural sector. The World Bank estimates that the countrl"s agricuitural sector

accounts for 38Yo of national GDP and 23Yo of exports in FY 2016-2017.

As in neighboring countries, small size holder of the paddy production

dominates Myanmar's agricultural economy: paddy production accouats for roughly

half of all cropped area. Pules and oilseeds account for a fi;rther 20 each, whereas

horticulture crops, root crops and other cereals count for the remaining part. Farmers

generally grow staple crops such as paddy, pulses and oilseeds on relatively large

surfaces, while high-value horticulture and fruit crops take place on much smaller

plots. Paddy, pulses and oilseed farmers cultivate an average of 1.5-2.0 hectare

holding. In contrast,. Onions, garlic and potato fields average about 0.6 hectare each,

while vegetables and cut flowers are grown on plots ranging between 0.25 and 0.3

hectare in size (https://www.rvn.nllsites).
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Myanmar is the world's sixth-largest rice producin,e country. Rice is the

country's primary agricultural produce which is accounted for nearly 60% of the

production value. Rice is the most important agriculrural commodity of Myanmar

and produced over 27 million tons in 2013. Rice production in \1r anmar was tlecline

by up to 40 percent from 2012 in some states due to floodin-e and insect attacks. Rice

harvest in Mon and Karen states of Myanmar are dourl -10 percent 2014-2015

compared to those in 2013-2014 Myanmar is among the largest slobal exporters of
pulses: in20lll20l2, the pulses areasize is estimated to be -1.-l million hectare. pulses

are grown mainly by smallholders. (https//opendevelopmenrm) anmer.net ).

Myanmar exported rice to over 50 countries and more 1[sn 71,r percent of
exported rice goes to China (Ministry of Commerce,2077). Benieen -{pril l0i6 and

January 2017, the country exported 1.15 million tons of rice anJ broken rice and

earned more than US$370 million. But that amount is less than that oi;he s:-,ne period

last year by about 150,000 tons. In 2015-2016, the countrl'expone-1 l.: :ril1c-rn tons

of rice ( Nilar, 2017).

3.2 Agricultural Finance in Myanmar

Providing adequate access to rural finance is a common problem in cer e,opine

countries and Myanmar is no exception. Myanmar has 0.05 ban-\ brilches per 1.{-r()0

km; less than a quarter of the next lowest countn' resrora.:*r. Carnbodia.

Approximately I}Yo of the population is included in the l-or::a. i-rnancial sphere,

which is concentrated in the urban areas, therefore. the rare ri access to tbrmal

financial services in rural areas, for agriculfure or othe:rrise. is certain to be even

lower than the national average (Kloeppinger-Todd and Sanj.a: lr_)1j.).

The major rice-producing region is Ar evani'adv Region. It is the rice bowl of
Myannrar. In2017, Ayeyarwady Region is granred a total loan of K322390.20 million

to plant monsoon crops. MADB started disbursement of agricultural loans to more

than 17'000 local farmers from 57 r,illages in \I1'anaung Township, Ayeyarwady

Region in20l8. Bago Region is the second rice producing area in Myanmar. ln20l7,
Bago Region is granted a total loan of K 3 13196.30 million to plant monsoon crops.

During the meeting held by the Private Sector Development Conrmittee (PSDC),

members of the agricultural and SME sectors raised the issue that private banhs do not
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issue loans for either sector. If Myanmar's economy is to develop, the country,s

SMEs and agriculture will need to take off and grow. Loans are vital for their,gowth.
Private bank must grant a specified (minimum) percentage of their lsens to farmers

and SMEs (Chan Mya Htwe,20l7)

Many barriers prevent the efficient allocation of access to finance. such as lack

of infrastructure, poor institutional capacity, profit-limiting policl' constraints, and the

dominance of state-owned banks with objectives other than profit (Steel and

Charitonenko,2003). Myanmar also lacks other financial offerings. such as formal

remittance services, insurance markets, equipment rental, and grain storage tlor later

sales or to use as collateral), which may also contribute to the relatiye inetJ-rciencv of
the agriculture sector.

3.3 Financial Institutions of Agriculture Sector

The provision of finance in rural areas of Myanmar derives from both state

and non-state sectors and is composed of formal institutions such as state-oqned

banks, private banks, MFIs and NGOs and informal and semiformal outlets such as

local pawnshops, merchants, community organizations and famill. and triends

(Proximity Designs, 2014). Formal banking options include 4 state ouled barks. 24

private domestic banks (Central Bank of Myanmar, 2017). The asriculturai credit

institutions are Myanma Agricultural Deveropment Bank, Nfla Sein \-aun proiect.

Cooperatives and Microfinance.

3.3.1 Myanma Agricultural Development Bank

MADB is one of the government-affiliated financial instirutions. just as same

as MEB, MFTB and MICB. MADB rvas established in June i 953 b1' the Government

of Myanmar to support the development of asriculrure. Livestock, and rural

enterprises in Myanmar. At that time MADB ha: opened the banking function under

the Ministry of Agricultural Livestock and Irrigations Starting from the 2017, the

MADB has been operating under the control of \'linistry of Planning and Finance.

MADB's objectives are to provide loans in a simple procedure, to promote

rural banking, to encourage saving habit. to support rural socio-economic

development, to cultivate habit of using banking services, to development banking

services.

,:1
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To achieve the IvIADB's objectives the operational guidelines are as follow:

(1) Adequate supply of credit to the client

(2) To provide credit timely

(3) To seek frrll recovery of loans

(a) To enable farmers for investment through savings

(5) To help to become debt-free farmers

(6) To make bank self-replying

MADB adopts the policy that no loans are to be written off and all loans are

recoverable. The repayment periods are scheduled to coincide with the income flow

of the borrower's businesses" Every group members are responsible for loan

repayment joinfly and severally. The divisional managers and township branch

managers are also responsible for firll recovery of all loans with due interest

According to the MADB Law un-discharged loans may be recovered as if they were

ilrears of loan revenue. As a matter of fact the borrowers have sense of duty and in

practice they repay before loans maturity. Thus, MADB has always maintained IOU/o

recovery even with the increase of its annual loan amount and number of micro loans

account.

Loan Guarantees

Most of MADB's loans (99.9 percent) require a joint guarantee of borrou'ers

instead of collateral. Individual farmers must join a group of I to 3 members and

collectively guarantee each individual loan. Machinery loans require collateral. The

machinery is taken as collateral, and in addition and a compulsorl' savings of 40

percent is required for machines sold by the Government and 50 percent for machines

sold by the private companies. Tea-processing and cotl'ee plantation loans are

guaranteed by the Government under its special proj ects.

Types of Agricultural Loan

MADB offers types of loans to its customers nationwide: the seasonal crop

production loan and the term loan. The season loan is designed to cover the working

capital needs of smallholder farmers at the beginning of the agriculture season. Loans

are divided into three categories: monsoon, winter, and premonsoon loans, with the

first being the most important type of loan for MADB. Loan maturity is up to one

J},t
t
I

.j .

I

,1

2t



;
_l

year and full repayment is expected at harvest time. The interest rate is 8.5 percent in

2012-2013 and decreased to 5o/oin20l3-2014 and2014-2015. In 2016-2017, the loan

interest rate is 8Yo per year"

The loan amount varies according to the number of acres owned or leased by

the farmer and the intended crop. Thus, the size of the land that a farmer has the right

to use for agricultural activities determines the loan amount sranted by' MADB to

each farmer. Each farmer can get a loan for a maximum of 10 acres. Table (3.1)

shows loan size per acre for seasonal loan. For the Financial i'ear 201 3-201-{. Ministry

of Agriculture and Irrigation' mandated MADB to significanth' increa-se its individual

loan amount from K50,000 to Kl00,000 per acre for paddy and sugarcane. and from

K 10,000 to K 20,000 per acre for other crops such as sesame and peanut.

Table (3..1) Loan Size per Acre for Seasonal Loan

Financial Year Paddy

(kyat/acre)

Sugarcane

(kyat/acre)

Other Crop

(\ atlacre)

2010-20t1 20,000 10,000 1r:i.000

20tr-2012 40,000 10,000 1(:).000

2012-20t3 50,000/80,000 100,000 1Cr.000

2013-2014 100,000 100.000 r0.000

2014-20t5 100,000 100.00r_i 10.000

2015-2016 100,000 i 00.c)00 10.000

2016-2017 150,000 1 5 0. {:)1:}(_l 20.000

Source: MADB (2017)

Table (3.1) shows that for the financial lear lt)1Li-1011. ioan amount is K

20,000 per acre for paddy, K 10,000 per acre for susarcane and other crop. ln20ll-
2012,loan amount is double increased to K -+0.000 per acre tbr paddy. In2012-2013,

loan amount increased to Ii 50,000 and 80.001t per acre for paddy and the loan

amount greatly increased to K 100.000 per acre tbr sugarcane. The loan amount

provided depend on types of paddy seeds cultivated in 2012-20l3.Starting from 2013

to 2016,loan amount increased to K 100.000 per acre for paddy and sugarcane and to

K 20,000 per acre for other crop. In 2016-2017. loan amount increased to K 150,000

per acre for paddy and sugarcane (Win Naing. 2017).

Term loan are divided short-term and loan-term. Short-term loan covers from

2 to 4 years and Long-term Loan covers over 4 years to 20 years. They are ioans fbr

22

il

ir
il

,l
4

I



I

'.r:..'

farm investment and farm development" Term Loan can be disbursed only with

immovable properties and two reliable person's guarantees. The borrower can pledge

their saving deposit, implements, machineries bought with the loan.

Term Loans are farm machinery loan, tea processing loan (Short-Term Loan)

and special project loan. Most term loans are collateralized. The farm machinery loan

is the only type of loan that requires compulsory savings by the farmer. This type of
loan is granted for the purchase of machinery for agricultural purposes and is given

with a three-year maturity period. The repayment is divided into three installments,

with an option to repay with the compulsory deposit at the end of each year " The

short-term loan is provided to finance tea processing. The last subgroup is the special

project loan, which is disbursed from our own sources of fund, calls Industrial Crop

Loan (Sugarcane). The loan disburse MADB to Department of Agriculture (Industrial

Crop), the some Minis@, is called Government to Govemment Loan. The Loan

contract is signed by MADB Managing Director and Department of Agriculture

(Industrial Crop) Director General. The loan interest rate is l3Yo.In20ll6-2017,tffi.

loan has issued 3613.52 million (WinNaing,2017)"

Loan amount borrowed by MADB

MADB offers the seasonal crop production loan and the term ioar Se.-.tlal

loan are divided into three categories: monsoon, winter, and premon-ioLr:r i.-,::r-.. ,,ii.h

the first being the most important type of loan for MADB. \fs1-<;,.-,a ,:- :s the

greatest loan amount in all type of seasonal loan. In 2014-2015. l.---.ji! tiLrple are

granted a total loan of K1167485.44 million, in 2015-l("r16. l.iqS.-ii5 people are

granted a total loan of K1, 091,404.88 million and lC)16-li:r1-. l.-i+1.161 people are

granted a total loan of K 1,630,623.88 million for monsoon. u'inter and premonsoon.

These are shown in'iable (3.2), (3.3) and (3.41.

According to Table (3.2), the amount of mt-rnsoon ioan at 2016-2017 increases

more than 3 times higher than those of loans at l01l to 2013. Table (3.3) shows that

the amount of winter loan at 201,6 to 2017 increases nearl1.2 times higher than those

of loans at2012 to 2013. Table (3.4) shon's that the amount of premonsoon loan at

2016-2017 increases 4 times higher than those of loans at 2012 to 2013.
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Table (3.2) Monsoon Loan Provided br' \I-{DB

Monsoon Loan

No. of Farmers Acre Loan Amount(Kyat Million)

2012-2013 1,599,121 10,334,576 4?6.452.51

2013-2014 1,842,463 11,147,372 933.979.28

2014-2015 1,944,393 r,140,5630 95 7.06t.52

2015-2016 1,845,225 10,791,836 916.-+-+8.00

20t6-2017 1,922,284 11,167,778 1.+1:)1.599._i8

Source: MADB

Table (3.3) Winter Loan Provided by MADB

Year Winter Loan

No. of Farmers Acre Loan Amount 1Kr ar \Iillion)
20t2-20t3 662,475 4,004,699 1l7.liq qb

2013-2014 777,553 4,581,537 l0l.91s qs

2014-2015 702,851 4,132,637

Year

20r5-20t6 614,795 3,586,770

2016-2017 589,975 1,109,232

Source: MADB

Year

2012-2013

2013-2014

2014-2015

20t5-2016

2016-2017

,j 177.99t ::
156.9b-1 jS

lll.r'11.- t

Table (3.4) Premonsoon Loan Provided b1.\L{DB

Premonsoon Loan

No. of Farmers Acre Loan Amount (Kyat MiIIion)

r4342 5.167 6 4,134.09

48553 198.5_52 19,830.32

70174 325.197 32,429.70

38495 179.934 17,993.40

Source: MADB

29902
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3.3.2 Other Financial Institutions of Agriculture Sector

There are other financial institutions in My'anmar for banking services. They

are Department of Rural Development, Cooperatives and \,licrofinance.

Department of Rural Development

Mya Sein Yaung Project was started in fiscal year 2014-2015 in M1,'anmar. It

lend loan to rural people for rural development. It rvas operated lv{inistry of

Agriculture, Livestock, and Irrigation and Department of Rural Development. It

objectives are improving socio-economic development and decrease rural povern'.

operating self-help livestock and cover nutrient, according to organization agreement.

increase money operate in villages demand and improving rural people abilit1. In

fiscal year 2104-2015, it was implemented 14 Regions, 70 Districts. and 188

Townships and 1450 villages in Myanmar. 3000 village was implemented in t-rscai

year 2015-2016. In fiscal year 2016-20L7, project was increased depending upon

orgarization's funds to villages (9,930)" Interest rate is from 6oh to 18o/o per annuai

according to village committee's agreement.

Cooperatives Associations

Cooperatives in Myanmar have a legacy dating back to the earll' 1900s and

have historically been seen as a tool of the government to assert their control

(Ferguson 2Ot3). However, the GoM sees cooperatives as a tool to help improve

socio-economic conditions and microfinance as the prima4r' method to fulfill this

objective. According to govemment officials, there are plans to open a cooperative

with microfinance services in every r'illage in M1'anmar (Ferguson 2013).

The two legal documents defining the operations of cooperatives in Myanmar

are the Cooperatives Law (1992) and Regulations (1998). These documents provide

the Ministry of Cooperatives the po\4'er to "liquidate" cooperatives as well as register

and review their office-holders and proceedings. as well as 'oissue rules and

procedures as it sees fit" to implement the law (Ferguson 2013).

ln20l6, Loan totaling K500 billion are to be parceled out to the nation's states

and regions according to the amount of rice they intend to grow and their respective

population size. The bulk of money, which is being drawn from a $400mil1ion loan

from China's Exim Bank, will go to the country's largest paddy-producing area. Bago
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Region tops the list and receives K84.656 billion lvorlh of loans. A1'eyarwady Region

receives K80.723 billion and Sagaing Region will get K 71.897 billion.

Microfi nance Institutions

Microfinance \/as firstly introduced to Myanrnar in 1997. primarily as an

international development assistance activity, utilizing a povertr -targeting approach

and operating in the urban areas. In Myanmar, microfinance institutions (\fFis) are

concentrated in the urban areas and currently are active in 12 states and dir-isions

(Duflos et al.2013) and continue to target the poor, especiaill' landless t'arnrers u'ho

cannot receive MADB supporl. MFIs tend to be group-based in \11amrar and their

terms are stringent, mandating loan length, stipulating regular and tiequeni pavments.

and requiring attendance at group meetings (Kloeppinger-Todd and Sandar ll-rl I t.

Microfinance scheme is relatively easer for farmers to access. since the

institutional finance require mortgage including real estate and depc,si:. Betore

Microfinance Law (2011), MFIs had been an informal sector but thel ":e iorrnal

organization after the law. However, those organizations which hold [cense :ssuei br

Microfinance Supervisory Enterprise (MSE) are only 118, and cooper:l.r:s ',ihich

account for more than 50o/o of license holders, operate basicallf in urben ;re"s

3.4 Background Description of Shwegyin Township

This section presents the background description of Shu es" i: Totnship such

as geographic and demographic conditions of Shri'egrin J;ur-is:rip. Geographic

background of Shwegyin Township is presented riith i..rp:rraphl and Climate

situation of the region. Demographic factor of Shriesrin Tr-runship are delineated by

the number of population, occupation and education starus according to annual report

of Myanmar Population and Housing Census.

3.4.1 Geographic Condition of Shu'egf in To*'nship

Shwegyin Tor,vnship is situated in the Bago Region of Myanmar country. It is

located in south-eastward of the Bago Re-uion. It is betu,een 17" x 25'and 18'o x14'N

latitude and96'" x 44' and97o 'x 14'E longitude. Itis 42.6 miles long from the

Norlh to the South and 22.19 miles u'ide from the East to the West. The total area

..:
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extent of Shwegyin Township is 605,084 acres (945.448 sq. miles). There are g

quarters in the city and 32 groups of villages in the Shu'egf in Tounship.

It is bounded by Kyaukkyi Township in the North. Pharpon Township, Kayin

State in the East, Kyaikto Township, Mon state in the South and Nyaunglaybin

Township, Kyauktaga Township and Waw Township in the \\'est. Fi_rure (3.1) shows

the Location of the Township.

Figure (3.1) Shweryin Township Map

State

t4or1 $1q;1p

Source: Google Map

Shwegyin Township is within the region of tropical monsoon climate. Tg.o

seasons, the wet seasons and the dry season are distinguished. The ri'et season is from

June to September and the dry season is from October to lvfai. In 1016. ar-erage

temperature is 25.4 "C for Shwegyin Township. ln 2017. at'erage remperarure is

27.7"C. In 2016, average annual rainfall of Shu'eg1-in Touaship is 11.125 inches

(28.25 centimeters). In 2017, average annual rainfall is 12.49 inches (31.72

centimeters). In 201 6, the annual rainy daf is 1 2 1 days , in 2017 , the annual rainy day

is 137 days in Shewgyin Township.

3.4.2 Demographic Background of Shweryin Township

Population of Shwegyin Township increased annually indicating the growth of
Shwegyin Township. In2013, its population was 89,084 people consisting of 44,796

males atrd' 44,288 females. According to 2014 Myanmar population and Housing

Census, total population is 107,462 people. It includes 53,092 males and 54,370

h";I
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females" In the Urban area, total population is 82.883 people. 245,579 residents

located in rural areas.

Agricultural, manufacturing and commerce are the main economic activities

within the Township. Main occupations are mostly workers. private employees and

public employees. Total public employees were 12,326 people in 1013. On the other

hand, agriculture is the main economic activity of the Shrve,af in Torinship. Civilians

work in hilly and mountainous areas. In the mountainous areas of Shw'egyin

Township, the main earning of the villagers is land farming and hill t-ar-rning: about

8059 of households (nearly 44%) involve in the agricultural sector, Therefore.

agricultural sector is an important sector of the Shwegf in Tounshi.,. fhe main

cultivate crop is paddy of which the total areas is 40,455 acres. There are 93 school

and these school are 8 high schools, 9 middle schools and 76 primar] schools in

Shwegyin Township.

3.5 Financial Institutions in Shwegyin Township

There are two State owned bank in Shwegyin Township such a-s Ct-,i:r:rercial

Bank and Myanmar Agriculture Development Bank (MADB). Other i-nancial

institution is Cooperative Associations, Ministry of Agriculture. n-irest--,ck. and

Irrigation and Department of Rural Development, Yadannamatar \CO Orgarization.

Royal Trust Microfinance Co.,ltd and Private other Monel'Lender vu::.lctl are local

brokers and relatives. Among them, agriculture credit instit-;:rr-r;rs aie \LA,DB.

Cooperative Associations, Ministry of Agriculture. Livestr-rck. ::i Iffisation and

Department of Rural Development and Yadannami'itar \GCt Orsimzation.

Myanma Agricultural Development Bank

In Shwegyin 'fcunship, N4,{DB started on Ju11 1978. I\4ADB offers the

seasonal crop production loan and the term loan to t'anners. Farmers have borrowed

two type of Seasonal loan: monsoon loan and sjnter loan. Twenty eight groups of

villages are granted a total loan of K2,463.78 million (monsoon loanK2l,285 million

and winter loan K335.28 million) in 2014-1015. Seasonal loan is increased to

K1,859.88 million in2016-2017. Thel'are shoun in Table (3.5). According to Table

(3.5), monsoon loan amount increased aruruaily from 2014 to 2017. But winter loan

I
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decreased to Kl1.76 million in 2015-2016 and in 2016-2017 increased to K 3.54

million (Branches of MADB,20l8).

Table (3.5) Seasonal Loan Condition in Shweryin Township

Monsoon Loan Winter Loan

Year

2014-2015 3506 2t285 2128._i 2585 t6764 33s.28

2015-20t6 3887 22582 22 5 8.1 ?579 2579 323.52

2016-20t7 4247 26644 3 996,6 2666 2666 327.06

Source: MADB in Shwegyin Township

To apply for a loan, farmers have to subrrrit a loan application to the loan

screening committee at the village level lor approval. \t{DB requires farmers to have

a good credit history, to join a group of 3-l tamrers le-r nutuallv guarantee their loans,

and to submit the Farmer Registration Book issued bv ttre village authorities. The

book is required to verify the farmer's rig}t over rhe lalc leased from the Gor ernment

year by year; it could not be used as a su.araniee. tr{ou'ever. a ne\\' farm lau- u-as

recently passed by the parliament under ritrich iarre:s ri-iin be issued onnership

certificates, which could be transferred and thx :.eJge.i a-s crrtrlaterat Issuing

certificates is under way, and N,LADB n'il1 neei rt 3J."iii i- lenJlns rerms and

conditions to these new circumstances.

Once the application is submined to the ic::r sc:eenins committee at the

village level, the comniittee revieu's and &pprtrves a,- ic= applications that meet the

conditions. MADB's branch manasers sign ofr the loan application after the

committee's approval. MADB staff is not allou'ed to travel to the villages for loan

operations; farmers must come the banli in toun to take out and to repay loans,

incurring in considerable travel related costs. Loan screening committees also help to

ensure that farmers pay off their loans on due dates. They exert pressure on delinquent

borrowers with the argument that if a singie borrou'er fails to repay its loan, the entire

village will not be able to borrou'from NADB in the next season.

No. of

Farmer

Acres Amount

(Kt'at

Nlillion)

No. of

Farmer

Amount

(Kyat

Miltion)

Acres

t':,{

It
l',
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Since the committee takes on the credit decision and monitoring process,

MADB virtually performs only an agent role bv acting as a money distribution
channel for the Government. In the event of det-ault. all members in the group are

liable for repayment. If the group canxot repa\'. IVADB has to bear the resulting

losses. The branch manager at the township level is held responsible for following up

with the delinquent borrowers and guarantors (Branches of MADB, 201g)"

Rural Development Department

Livestock and Irrigation and Rural Development Department under Ministry
of Agriculture has operated Mya Sain Yaun,s Project in Shwegyin Township since the

year 2014-2015. Mya Sein Yaung lends loan sen'ice to rural areas. According to the

application of the organization, onlr. orsanization members have to take loan by

Myasainyaung. The interest rate is from 60,t, to 18% per annual ( Branches of
Livestock and Irrigation and Rural Der.elopment Department in Shwegyin Township,

2018).

Cooperative Associations

In Shwegyin Township, the Cooperatives lend loan with the government

grant.. It refers from Central Bank to Central Coopffative. C-ooperatives have three

programs including agriculfure, promote of agrarian and pnovide seeds. Loan amount

differs depending on saving u*oyrt ard time of menrbership. Int€rest rate is tr.5

percent. Financial cooperatives collect the loan palments daily and the loan dtrnation

is 6 months (Cooperative Association in Shweryin,20lE).

Microlinance Institutions

There are two tnicrofinance instirution in Snr eer in Township. They are

Yadanamyitar institution and Rol al Trust \ficrot-rnance Co.,ltd. yadanamyitar

institution was established in 2012.It provides loan sen'ice to the group of villages

and small business. Individual must join a group of 5 members and collectively

guarantee each individual loan. Maximum loan amount is 500000 Kyats to individual.

Its interest rate is 30Yo per year. Loans collect installment and loan duration is only
five months. Government is granted Ro1'a1 Trust Microfinance Co.ltd on November

2016. It was established Shwegyin Cir.ilian. Firstly, it provide financial sen ice to
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govemment employees in Shwehyin Township. The maximum loan amount of one

govemment employee is 300,000 Kyats. Employees retum 2.5% interest rate in one

month and 10 month.
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CHAPTER 4

ANALYSIS OF AGRICULTURAL CRDIT ACCESSIBILTY AND

ITS EFFECTS ON FARM PERFORMANCE

This chapter presents agricuttural credit accessibility of farmer and the effect

on farm performance in Shwegyin Township. This analysis is based on empirical data

collected from 3 group of villages in Shwegyin Township. There are five main parts

in this chapter. They are survey design, background characteristics of respondents,

credit accessibility of farmers and farm performance

4.1 Research Design

This study is conducted with the objective of identiffing farmers accessibility

to agricultural credit and the effect on farm performance in Shwegyin Township.

There are (32) group of villages in Shwegyin Township. Among them 28 group of

villages in farming, out of them three group of villages (10%) were randomll' selected

from Shwegyin Township which are Tagonetine, Toungbat and Thanseik group ol

villages. Tagonetine and Toungbat are situated in the South part of the Shri"ehl in

Township which distance are far from 3 to 2 miles away from Shneglin Tounsllp"

A total of households are 808 and 1283. Thanseik group of village is lt-icateJ rn the

north part of the Shwegyin Township. It is about 12 miies au'av tt-,i: Shrreelin

Township. Its total household is 519. Major job of these three r i11€3s ;ie culiir ation

of paddy in monsoon and plantation of beans and pulse in *i::e: -1i'-r:, .{mong them

total household, nearly 30% of borrouin-e farmers are rl:ij.,:':.1 selecteo in three of

villages. And then from Tagonetine -$oup oi vi11€es -: :=1lin11' selected 8 non-

borrowing farmer houseirclds. ln Toungbat ai: I:---e.t group of villages are

randomly selected 10 and 12 non-borro\\in-q t-ar::e::J:-<.:c.,js. Theese are described

in Table (4.1).
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Table (4.1) Sample Size of Respondents

Group of

Village

Tagonetine

Toungbat

Thanseik

No. of

Farming

Household

No. of

Borrowing

Household

No. of Non-

Borrowing

Farmers

Household

8

10

12

Sample Size of

Borrowing farmers

Household

30

JI

35

lt2
l4t
124

104

131

tt2
Total 30 t02

Source: Survey data (2018)

4.2 Background Characteristics ofRespondents

The first section in this study analyses the background characteristics of two

types of the respondents which are borrowing farmers and non-borrowing farmers.

The characteristics of respondents are divided into two: demographic characteristics

and economic characteristics.

4.2.1 Demographic Characteristics of Respondents

Demographic characteristics of respondents are firstl1' analr zed. Thel are

gender, age, education level, and household size, number of t'anners and l ear of

farming. The following shows in Table (4.2).

According to Table (4.2), gender ratio of loan borrou'ers rs 66:i-l and non-

borrowers are 70:30. The age distribution ol most bgnLrsinu tarmers is Aom 45 to54

years as nearly 60%o of total respondents and over -11-)co are the age level of 35 to 44

years. For non-borrowing farmers. uithin the age levetr of -+5 to 54 years are more

than half of total respondents. The age distibution of second highest non-borrowing

farmers is from 35 to 44 years as 33 percent of total respondents.
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Table (4.2) Demographic Characteristics of Respondents

Characteristics

Gender

Male

Female

Age (Year)

35-44

45-54

55-64

Education Level

Primary

Middle

High

Ilousehold Size

2-4

5-7

Number of X'amer

I

2

a
J

4

Duration of Farming (Year)

<10

tt-20

2t-30

3l-40

(N=102, N:30)

Borrowers Non-borrowers

No. Percent No. Percent

67

35

65.7

34.3

2t

32

58

12

22

66

l4

9

10

t6

4

31.3

56.8

tt.7

21.6

64.t

13.7

62.8

)1.3

29.4

s3.9

t5-7

1.0

8.9

5l

34.3

5.9

70

30

JJ.+

53.3

I J.J

20

70

10

93.3

6-7

ffi.67

33.33

40

36.67

ZJ.3 )

l
-J

i
i-

\

6

2t

J

28

2

64

38

30

55

16

1

t0

10

9

)z

35

5

T2

11

7

/\

Source: Survey Data (2018)
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Regarding the education, all the respondents are Iire=:e. of u.hich most of the

farmers (nearly 65Yo) are with middle education levei and t-or non-borowers group,

70o/o are with middle education level.

For household size, 63 percent of the household size oi the loan borrowing

farmers is 2 to 4 family members and one-third of the lrsrronins i'arrners have 5 to 7

family members. For non-borrowing farmers, over 90 percenr oi irou-.eholds have the

most withinthe 2 to 4 family members. Only nearly 7 percent of the t'affners har-e 5 to

7 family members.

Half of borrower's farming year is within the year of 1 i to l(_r \troret-rr.er. one-

third of borrowing farmers are within the farming year of 21 to 3rl. Frtrm less than 10

and 31 to 40 years of farming is the small percent of respondents, For no;r-b,ono*ing

farmers, less than 10 years of farming is the most percent as 40 perceni oi t'anners

respondents. One-third of respondent are the second highest farming r ear of 1 1 to 10.

4.2.2 Economic ProfiIe of Respondents

Regarding the economic condition, two type of respondent are involr ed. These

characteristics are their source of earning, annual household income and n pe of
properties (such as living ownership and business ownership). cultivated acre and

yield per acre.

Annual Household Income

Farmer's annual household income is between from 150r-i.Cr0tl to 6-100.000

Kyat. The Table (4.3) shows the annual household income of the respondents.

According to Table (4.3) annual household income ol most borrorving farmers

is from 2500,000 to 3400,000 kyats as over 40 percent of total respondents. Annual

household income of borrowing farmers from 5500.000 and 6100.000 are the smallest

percent. For the non- borrowing farmers. t\\'o-third ol amual household income is

within the amount of 1500,000 to 2400.000 ki'ats. The smaller annual household

income percent is nearly 27Yo of non-borrou,in" farmers.

I
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Annual Household fncome

(Kyat Lakh)

t5-24

25-34

35-44

45-54

55-64

Farming

Government

employee

General Workers

93

8

Table (4"3) Annual Household Income

Borrowers Non-borrowers

No Percent No Percent

JJ

42

2A

5

2

32.4

41.2

19.6

4.9

t.96

22 I ).)

26.78

Total t02 100 30 100

Source: Survey data (2018)

Annual household income of most borrowing farmers is from 2500,000 to

3400,000 kyats as over 40 percent of total respondents. Annual household income of

borrowing farmers from 5500,000 and 6400,000 are the smallest percent. For the non-

borrowing farmers, two-third of annual household income is within the amount of

1500,000 to 2400,000 kyats. The smaller annual household income percent is near11'

27Yo of non-borrowing farmers.

Main Source of Earning

Main source of earning of respondents are classified as farmin.'e. sovem:rent

employment salary and general workers.

Table (4.4) Main Source of Earning

Main source of

earning

Borron'ers \ on-borron'ers

No. Percent \o. Percent

-,.'" ..n
{

:;
-l

1

912

7.8

1.0

1a

/ ).)

13.3

-+ t3.3

Total 102 100 30 100

Source: Survey data (2018)

Table (4.4) shou's that almost all of loan borrower households answered that

farming is their major job. The remaiiring are government employees and general
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workers. For non-borrowing farmers, over 73 percent of respondents are the major
fanning. The govemment employees and general workers have over 13 percent of
respondents.

Types of Properties

Types of properties are classified living ownership and business ownership.
Living ownership include home, cycle, bicycle, water-pump and rv. Business
ownership contains farmland, cows, bullock cart, ploughing machine and water-
pump.These shows in Table (4.5).

Table (4.5) Type of Properties

Ownership Borrowers Non-borrowers

No. Percent No. Percent

Living Properties

Home

Motorcycles

Bicycles

Water-Pump

TV

Farming Properties

Farmland

Cows

Bullock Cart

Ploughing Machine

Water Pump

102

78

71

9

24

100

76.5

69.6

8.8

23.5

t6

11

II

I

53.3

36.7

36-7

Business Properties

Shop 11 1 0.8 16.7

Source: Survey data (201 8)

According to Table (a.5) all farmer respondents have a home. More than two-
third of borrower and nearly trvo-third of non-borrorving farmers have motorcycles.

Half of loan borrowing farmer have bicycles. OnIy less than one-third of non-

borrowing farmers have bicy'cles. Loan borrowing farmers have more water pump
than non-borrowing farmers. Moreover, loan borrowing farmer have more TV than

ta2

79

54

23

78

100

77.5

52.9

22.5

76.5

30

l8

7

2

20

100

60

ZJ.)

6.7

66.67

I

lt
t\

JI



non-borrowing farmers. All borrowing farrners have their own farmlands. But only

over half of non-borrowing farmers have farmland. Borrowing farmers own cows as

78% of respondents. But one-third of non-borrowing farmers own cows as nearly

37%. aily borrowing famers own ploughing machine. Borrowing farmers have

owned water pump as 24% and non-borrowing furmer slightly have owned water-

pump" Borrowing farmer and non-borrowing have owned shop as 10.8% and 16.l

percent. Non-borrowing farmers are more than borrowing farmers in the percent of

shop ownership.

Cultivated Acres (paddy)

Almost of farmer respondents are small cultivated acres. The smallest

ownership acres of farmers are I acre and the largest is 12 acres. They are described

in Table (4.6).

Table (4.6) Cultivated Acres ( paddy)

paddy Cultivated Acres Borrowers Non-borrowers

No. Percent No. Percent

.i' . I 1-3

4-6

7-9

10-t2

Total

51

37

l0

4

102

50

36.3

9.8

3.9

100

2l 70

26.7

aa
J.J

8

1{

30 100

Source: Survey data (2018)

Table (4.6) shows that half of borrowing farmers cultir-ated tr to 3 paddv acres

as 50o/o of respondent. In remaining borrowing farmers. -1 t'armers of 10 to 12

cultivated acres is the smallest percent as nearl1' ;l 9o of respondents. For loan non-

borrower farmers, from lto 3 paddy' cultivated acres are the highest respondent. At

least, over 3.Yo of 30 respondents cultivate tiom 7 to 9 paddi' acres. Therefore,

borrowing farmers is more paddi' cultir ated acres than non-borrow'ing farmers.

Paddy Yield per Acre

Paddy yield per acre of respondents are s'ithin the range between 40 to 80

bushels. Table shows paddl' I'ield per acre of respondents. It shows that padd1. r ield
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per acre of borrowing farmers produced within the range between 40 to 80 bushels

and non-borrowing farmers produced within the range between 40 to 55 bushels.

Table (4.7) Paddy Yield per Acre of Respondents

Paddy Yield per

Acre

40

45

50

55

60

65

70

80

Total

Borrowers Non-borrowers

No. Percent No. Percent

I

20

11

26

I

25

15

1.0

2.9

19.6

10.8

25.5

1.0

24.5

14.7

100

8

I
t3

I

26.7

26.7

43"3

aa
J.J

102 30 100

Source: Survey data (20 I 8)

Majority of borrowing farmers produce 60 bushels per acre and non-

borrowing farmers produce 50 bushels per acre. Therefore, this analysis founded loan

borrowing farmer yield per acre more than non-borrowing farmers.

4.3 Credit Accessibility of Respondents

This section idenffies the finding &om survey on credit accessibility of
borrowing and non-borrowing farmers.

4.3.1 Credit Accessibilig' of Loan Borron'ing Farmers

This analysis of the credit accessibilin for borro*ing t-armers includes sources

of finance, year of connection u'itir bank. amount of loan borrou'ed, period of loan

received from MADB, Loan coverase percent and used of loan, constraints for

procurement of agricultural Credit.
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Sources of Finance

In the study are4 farmers may borrow various finance instifutions. These are

MADB, Cooperatives, Mya Sein Yaung Project and friend and relatives. The situation

is showed in Table (4.9).

Table (4.8) Sources of Finance

Source ofFinance Borrower

No. Percent

MADB

Cooperatives / MFI

Mya Sein Yaung Project

Friend and Relative

102

27

2t

4

r00

26.5

20.6

3.9

Source: Survey data (20 I 8)

According to Table (4.8), all borrowers borrowed from MADB. In other

sources of finance, cooperatives are the second sources of finance for farmers.

Moreover, over 20o/o of respondents borrowed from Mya Sein Yaung ProjecL At
least farmers borrowed from Friend and Relatives. Almost all of farmer rely on

MADB.

Year of Connection with MADB

Year of connection with MADB include 3 categories. Thev are 1to 10. 11 to

20 and 2l to 30 years. Loan borrower farmers need to save at least 10.000 kr ats in his

saving account as a member of MADB bank. All non-borrou'ing tamrers have not

saving deposit with MADB. They are described the follou.ine table.

Table (4.9) Year of Connection with MADB

Year Borrower

No. Percent

:'}
1*
_r_.i
I

l-10

lt-20

2t-30

Total

58

JJ

11

ta2

56.86

J '.J+

i 0.8

Source: Survey data (201 8)
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In Table (4.9'), I to 10 1'ears is the most connection with MADB as 57oh.

Moreover, one-third of respondent comected u ith MADB in 1 1 to 20 years. The

remaining respondents are 21 to 30 ,vears of connection as nearly 11 percent.

Figure (4.1) Year of Connection with MADB

I 21-30 years r 1-10 years 11-20 years

57Yo

Source: Survey data (201 8)

Amount of Loan Borrowed

In Shwegyin Township, as described in chapte 3, there are five financial

institutions. Mostly farmers borrowed from MADB and in addition some of farmers

also borrowed from loan by other organizations. MADB bank lends the seasonal loan

at the minimum amount is 150,000 and the maximum amount is 1,500.000 tbr ten

acres. The loan amount are divided into four groups. The Loan amount depending on

cultivated acres. Table (+.10) shorvs amount of loan received tiom \I-\DB.

Table ({.10) ^{mount of loan receir.ed from \IADB

Paddy Cultivated Acres Loan Amount(K1at) \o. Percent

,l

:.

il,

li

1-3

4-6

7-9

rc-n

1-i0.{-r(){ r-+ir .r ,

6(_l(J.t-ttlt t-9t tt;.t r r

10-i0.1_)[){,)- 1 _15 r l.t-ri,rr r

1,iil0.0o{l

Total

51

37

10

4

50.1

36.2

9.8

3.9

100

Source: Survey data (201 8)
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According to the survey data, half of borrouing farmers from 1to3 cultivated

acres borrows 150,000 to 450,000 kyats. One third of farmers from 4 to 6 acres

borrow 600,000 to 900,000 kyats which amount is the second highest percent. At

least, l0 to LZ paddy cultivated acres is nearly 4%. NADB ioan interest rate is 8%o per

yeat.

The other organizations include Cooperatives. N'11'a Sein \-aung Project and

friend and relatives. The smallest amount is Kyats 50.000 and the higJrest amount is

Kyats 300,000. Table (4.11) shows amount of loan received from other oreanizations.

Table (4.11) Amount of Loan Received from Other Organization

Amount(Kyat) No. Percent

2

2

I

50,000

100,000

120,000

180,000

200,000

240,000

300,000

Total 51

2.0

2.0

1.0

t9.6

1.0

19.6

4.9

100

2A

1

20

5

Source: Survey Data (2018)

According to survey research, half of farmers did not borrou' tiom other

organizations. Only 50% of respondents borror,l,ed from other organizations. Ar.erage

lending amount is 206, 276 kyat of borrou'ing farmers. Other orsanizations loan

interest rates are l8o , 30yo, 48oA and 60% respecti\ elr . Other organization loan

interest rate is greater than MADB.

Period of Loan Received from MADB

This analysis of farmer respondents ansu'ered period of loan received from

MADB. These answers are farming the period and after farming. It shows in Table

(4.12).
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Table (4.12) Period of Loan Received From MADB

Period of Loan Received No. Percent

Farming Period

After Farming

102 100

Source: Survey Data (2018)

According to Table (4.12), in this situation, most of respondent replied that

after farming as more than 80Yo af respondents. Only nearly T7 % of respondent

answered that farming period for period of loan received from MADB.

Loan Coverage Percent

All farmers answered that MADB loan amount not cover their farming. The

following Table show their loan coverage percent of respondents. Most of farrner is

more used in farming. Small numbers of respondents used loan for machinery.

Therefore, farmer's farm machinery is weak for fanners.

Table (4.13) Loan Coverage Percent

17

85

t6.7

83.3

I

a:

!j

Loan Coverage

Percent

30

40

50

60

70

Borrowers

No. Percent

1.0

3-9

47.1

t.t
392

1

4

.+8

9

.+0

102 l CtCt

Source: Survey Data (2018)

Table (4.13) shows that half of respondents alx\\.ered 50 percent sufficiency. It

is followed by over one-third of respondents covered 70 percent. At least, only 1% of

respondent answered 30 percent. The most sufficient percent ts70o/o.It can be seen in

Figure (4.2).
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Figure (4.2)Loan Coverage Percent

e* 30% coverage tn40% coverage 50% coverage

iu,t 60% coverage -:70% coverage

1% 4%

Source: Survey Data (2018)

Constraints for Procurement of Agricultural Credit

There may have constraints for borrowing the agricultural loan. TheSr are

interest rate, documentation required, waiting time and travel mile distance, etc. In

this survey, accessibility of loan condition of the farmers are identified in terms of

their ease of getting loan, waiting time and travel distance to go the N4,{DB. The

conditions are shown in Table (4. i 3).

Table (4.11) Constraints for Procurement of Agricultural Credit

Characteristics No. Percent

I
J

I

I

Difficulfy of Credit

Easy

Difficult

Waiting Time for Credit

Half of day

More the half of day

Travel distance to MADB (,\Iiles)

2

a
)

t2

/d

al

5q

+-l

76.5

23.5

57.8

42.2

36.3

29.4

34.3

37

30

35

Source: Survey data (2018)
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More than 76 percent of the respondents have experienced as it's easy to

credit. Only 24Yo of the respondents who have taken agricultural credit responded that

it is difficult to obtain such credit. As regards the waiting time, nearly 60% of farmer

respondents answered that it takes half of the day whereas 43o/o respondents more

than half of the day. For the travel distance to MADB, it is about 3 and 2 miles away

from Totrngbat and Tagonetine group of villages. The bank is about 12 miles away

from Thanseik group of villages.

4.3.2 Credit Accessibility of Non-borrowing Farmers

Credit accessibility of non-borrowing farmers contains barriers of not getting

loan for non-borrowing farmers from formal financial institutions.

Barriers of Not Getting Loan for Non-borrowing Farmers

In this study, non-borrowing farmers analyzed barriers of not getting loan for

non-borrowing farmers from formal financial institutions. These bariers are

insufficiency document required, passing decline and lack of farmland owned.

Table (4.15) Barriers of Not Getting Loan for Non-borrowing Farmers

Barriers to Credit Accessibility No" Percent

Insuffi ciency Document Required

Missing Deadline

Lack of Farmland Ouned

Total 30 I {-r (-l

Source: Survey data (2018)

In Table (4.15), result of the anal1'sis. it *'as ltund l0 respondents with 670Z

replied that insufficient document required such as land LLie right certificate.

Moreover, 7 respondents over 23 percent repiied that rhel did not access to credit

because of passing decline and 3 respondents ansx.ered iack olfarmland owned.

4.4. Farm Performance of Farmers

Farm perforrnance of farmers contains paddl' l ield per acre, farming income

and annual household income for borrou ing and non-borrowing farmer, background

information of farmers include diflerence ber*'een background information of

20 66.7

23.3

10.0

7

a
J

15



Paddy Yield per Acre (bushels)

Farming Income (Kyat lakh)

Annual Household Income

(Kyat lakh)

borrowing farmers and non-borrowing farmers and relationship between independent

variable and paddy yield per acre and regression analysis on paddy yield per acre.

4.4.1 Paddy Yield per Acre and Farmer's Income

This section analyses paddy yield per acre and annual household income of

farmers. It shows in Table (4.16).

Table (4.16) Paddy Yield per Acre and Farmer's fncome

Variable Borrowers Non-Borrowers T-value

12.124**

5.964**

6.257**

Note: ** indicates that it is statistically significant at the 0.01 level

Source: Survey Data (2018)

Table (4.16) examines average paddy yield per acre, farming income and

annual household income for the loan borrowing and non-borrowing farmers. It can

be seen that the variable of average yield per acre, farming income and annrlal

household income of borrowing farmer are significantly (P<0.01) higher than non-

borrowing farmer. It indicates that borrowing farmers a\-erage f ield per acre. 3\.eraEe

farming income and average annuai household income are more rha.r. non-'D,.-)rL)\\ins

farmers.

4.4.2. Background Information of Farmer

Background information of farmers inclr-,ies ;r:}t:e:.;e :enleen background

information of borrowing and non-borrouing :-3::lt3:s :lj relationship between

independent variable and paddl' f ield per acre.

Difference between Background Information of Borro* ing and Non-borrowing

Farmers

Difference between background inlbrmation of borrowing and non-borrowing

farmers contains age, number of farmers in household. experience of year, cultivated

6234

12.5

27

46.17

7.1

20.93
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acre, ownership of cows, number of cows, ownership of ploughing machine, shop,

water-pump.

Table (4.17) Difference between Background Characteristics of Borrowing and

Non-borrowing Farmers

Independent Variable

T-value

NIean(n=102) Mean(n=30)

Age of Household Head Farmer 16.8 8 -.114

Number of Farmer in Household i.88 1.33 4.055

Farming Experience (Year) l{,r.78 17.03 2.526

Cultivated Land ( acre) -1.1C) 3.17 2.860**

Ownership of Cows

(Yes:l,No:0)

Number of Cow l1i 73 4.411

Ownership of Ploughing

Machine (Yes:l,No:0)

Ownership of Water PumP 0i 3.755**

Ownership of

Shop(Yes:l,No:0)

-.864

Note *. Correlation is significant at the 0.t-t-< le.' ei il-:::-ea I

Note **. Correlation is significant at the 0.01 level (2-hiled)'

Source: Survey Data (2018)

According to Table (4.L7), it can be sern tha, average cultivated acre,

ownership of cows, ownership of ploughing machine, ownership of water pump ale

significantly (P<0.05) higher than non-loan borrowing famefs.

Regression Analysis on Paddy Yield Per Acre

In this study, regression analysis is appiied in order to analyze the effects on

paddy yield per acre. The dependent variables (padd1'I'ield per acre) are explained by

four independent variables (number of cou's. orinership of water pumps, loan coverage

percent and period ofloan received).

Loan

Borrox'er

Non-Loan

Borrower

47.06

.1:rg

.11

.37

.00

4.023*

3.126**

I .17
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According to Table (4.18), analysis of variance was used to test the significance

of the regression model as pertains to differences in means of the dependent and

independent variables as shown on Table (4"18) above. The F:59"468 was positive and

significant at P:0.000<0.05" Thus, the regression model is statistically significant with

paddy yield per acre"

Table(4.18) AI{OVA of Independent variable and Paddl' }'ield per Acre

dfModel

1 Regression

Residual

Total

Sum of

Squares

11450.945

s969.210

17420.155

\Iean

Square

2K2.736

48.139

Standardized

Coefficients

140

208

-365

.401

F Sig

59..+68 .00004

124

r28

Table (4.19) describes regression results among depen..ien: i anabie (padd1-

yield per acre and independent variables (, number oi cou's. Lr\li.ership ol ri'ater=

pumps, loan coverage percent and period of loan receired). These resuits sht'rs that

the coefficients for number of cows is significant at 590 1e\el. r'\\:ers:rp oi\\.aler-

pump, loan coverage percent and period of loan received is si-sili;a-1: at i'o leve1.

Table (4.19) Regression Result for Paddl' \'ield per -{cre

Model

B Std. Error Beta t sig.

(Constant)

Number of Cows

Ownership of Water-pumP

Loan Coverage Percent

Period of Loan Received

N: 1 32, k'":.657, Adj usted R,: .6-16. F: 59.468 (p r alue : 0.000)

Source: Survey data (20 1 8)

As show in Table (4.19). the value of adjusted R2 is .646 that revels 64.6Yo of

Unstandardized

Coefficients

44.458

.994

4.921

9.618

11.983

1.267

.369

1.639

1.t40

t.7M

35.1

2.499

3.002

5.227

7.023

.000

.014

.003

.000

.000

I

I
I

{
I
I

I
I
I
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total variation in paddy yield per acre are explained by four factors:. number si;.ru s.

ownership of water-pump, loan coverage percent and period of loan receir ed. These

results suggest that the four variables have significantly explained 64.6% of the

variance in paddy yield per acre. The regression coefficient of number cows is .990 at

5% significance level" The regression coefficient of ownership of water-pump is

4.92I at l%o significance level. The regression coeffrcient of loan coverage percent is

9.618 at lo/o significance level. The regression coefficient of period of loan received is

1 1.983 at loh significance level. These variables are positively correlated with paddy

yield per acre.

Furthermore, the value of skndardized coefficients for period of loan received

(.401) is highest zlmong variables. It can be said that the effect of period of loan

received is greatest among variable on paddy yield per acre.
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CHAPTER 5

CONCLUSION

This chapter describes conclusion of the study areas of credit accessibility and

effect of agricultural loan among farmers- This chapter contains findings and

recommendations and needs for further research of the study.

5.l Findings

Myanmar is agriculture-based country. Agriculture plays an important role in

reducing poverty in Myanmar. The country's agricultural sector accounts for 38% of

national GDP and 23o/o of exports in fiscai year 2016-2017 " Therefore, agricultural

loan has always been an important factor in improving agricultural productivity and

strengthening the rural economy. MADB provide agricultural loan of K 1630623'38

million to farmers for monsoon, winter and premonsoon in20l6-2017' Development

loan has issued 36l3.52million in2016-2017 'To achieve the MADB's objectives the

operational guidelines are adequate supply of credit to the client, to provide credit

timely, to seek full recovery of loans, to enable farmers for investment through

saving, to help to become debt-free farmers and to make bank self-replf ing'

According to the study, on background characteristics of respondents' the most

of farmers fall within the age level 45 to 54 1-ears old' \{ore than half ol t-anners are

middle education level. The household size of the respondents is ttom I to 7

members. Average numbers of t-armers is I t-arrners. Duration of t-rming experience

is form r l to 20 years and their main source ot earning is t-arrning. Their living

standard is above average level possessing olned horne' mgtgrc)'cle and almost they

owned farmland and cows. The cultivated acre is 1l acres maximum and 1 acre

minimum. Average paddy yield per acre is round about 60 bushels per acre'

Regarding with credit accessibility, all ioan borrorver farmers have saving

deposit at MADB, but all non-borrower farmers do not have saving account with

MADB. The maximum year the loan borrou'er farmers connect with the bank is 30

years and the minimum year is 1 year. And then. 102 of loan borrower farmer's main

source of finance are MADB. The amount of loan given by MADB depends on the

cultivate acre that the borrower farmer have. All farmers answered not sufficient loan
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amount from financial organization. Almost of respondent replied that ioan received

after farming from MADB. Most of the loan borrower farmers replied that it is easy to

get loan and 23.5Yo of respondent answered that it is difficult to get loan. All farmers

wait half of day to get loan. In these study areas, 12 miles is the greatest distance from

group of villages to MADB.

According to t-test, loan borrowing farmer's paddy yield per acre, farming

income and annual household income is greater than those of non-borrowing farmers.

According to multiple regression analysis, number of cows, ownership of water-

pump, loan coverage percent and period of loan received is statistically significant

with paddy yield per acre. The effect of period of loan received is highest among

variables on paddy yield per acres.

5.2 Recommendations

In the selected study area, according to MADB, all borrower farmers will get

their respective loan for next farming season only when each borrower member of the

village repays the loan the get before. That's why, all farmers do not get loan in time

from MADB because some borrowers are often late to repay their loan. Even though

some borrowers repay their loan in time, they will not be able to get their loan if one

of the borrower members of the village repay lately. Thus this credit s)'stem has a

fundamental weakness. Farmers u,ho do not have their oun farmland do nor get loan

from some organization. Therefore. thev don't use adequate qualirr see.is. reliable

fertilizer and pesticides, etc. Financial organization should a-rsist Io improve their

social-economic. A few farmers find it dif;-rcult gening cre,Jit tir-,m Some organization.

This procedure should be simplitied and rnade farmer lriendlr

MADB does not provide sulAcient arrou"nt oi loan tor farmers. The fuIl

amount of loans needed by the farmers tbr paddr plantation should be provided as

much as possible based on MADB's u'orkins capital. In agricultural finance, the

cooperative of private ban-i<s are required. Theretbre. asriculrure sector should support

both public and private organization to get sutlcient amount of loan for farmers.

Nowadays, Myanmar agriculrure sector needs the knowledge and

infrastructure especially in the rural areas. Farmer need to know modern farming

technique and information on the global supply and demand conditions. The
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govefirment should instruct modern agricultural techniques, support modem

agricultural machine to rurai farmers. The govemment should encourage participation

and provide incentives for farmers to save and recycle the funds-

5.3 Needs for Further Research

This study only focused on credit accessibility and effect of agricultural loan

in Shwegyin Township. The study area covers Shwegyin Township only. Thus, the

result for the study may not reflect the overall situation in Myanmar. Only paddy

crops have been taken in to consideration" This research cannot be specifically

explored farmer's loan usage for farming. Prices of paddy product and their benefits

are lacking in this study. It is due to time constraints to conduct more area in survey as

well as to collect more randomly selected farmers. Comparing loan borrower farmers

and loan non-borrower farmers are difference sample size because of loan non-

borrower farmer population is very small in Shwegyin Township. Therefore, if further

study can be conducted on more sample size and whole Myanmar areas.
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APPENDIX

Questionnaire for Farmers to Agricultural credit Accessibility and

Its Effects on Farm Performance in Shweryin Township

Interviewer

Village Name

A . Respondent Profile

1 . Name of Respondent --------- -- (Gender

Education Occupation

Date of interview

Age

)

2 . Name of Household Head (Gender Age -------

Education Occupation--------------,

3 . Total no. of Household (----) No. of workers ------- No. of Dependent -----

4 . Job condition of the family member

No. of farmers --------------- No. of government staff -------

No. of shopkeepers - No. of general worker

5(a). Farm Tenurial Status (only one descried one trick)

(1) owner (2) share Tenant (3) l^ease Holder (a) othefulease speciS --)
(b). How many years in tarmingll

B. Income Condition

1. Main source of earning for living (only describe one tick)

(1) Farming (2) Smail shop (3) Govemment Employee (4) private Employee

(5) Other (please specifu )

2. Average annual household income Kl ats

3. Please proportion of the farming inconre

Fann income ratio ( ) Non-farm income ratio ( )

(1) Crops ( )

(2) Livestock ( )
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(3) Fann labor ( )

Non-Farm

-Income fiom other agricultural activities

(1) Rice/Groundnut milling
(2) Rental llabor for prelpost-harvest facilities
(3) Other(Please specify -------------,
- Income fi.om non- agricultural activities

(1) Small business
(2) Government employee
(3) Private employee
(4) Remittances from abroad
(5) Other (please specify --:--:-)

C. Property of ownership C. property of ownership

1. Ownership in home

No Item Have you
own the
property? l:
yes;2:no

Living House

2 Motorcar

a
J Motorcl'cle

4 Bicl'cle

5 Water Pump

6 TV

)

)

)

(
(

(

()
()
()
()

Type Quantity Value
(lr4arket
Price)

1

7 Trollev

8 Other

Type:House (1) Brick-noggin (2) Bamboo (3) wooden (4)other
(Please specify -------)

I
E



2. Ownership for Farming and Other Business

No Item Have you
own the
propefty?
l:Yes:2:No

Farmland1

Type

Total
Yield

Quantity

Selling
Price

Per unit

Value
(market

Price)

Cows2
a
J Bullock Cark

4 Ploughing
Machine

5 Other Agricultural
Machine/ Tools

6 Water Pump

7 Trolley

8

9 Shop

Mill

10 Others

D.l Farm Condition

No Group of village name Owned land (acre)

Tadhuntile

Taundbed2

a
J Than Zeik \{in Lan

2. Yield per acre this 1'ear

No Season

Cultivate iand
(acre)

1

Other
Crop

Cultiva
te
aere

Yield
Per
acre

Rema
rk

(in
unit)

1 Rainy

2 Cold

J Surnmer

.1

1



;

I

I

I

{
I

I

I
I
i

No Season Type of
Paddy/
crop

Total
Yield
(in unit)

Selling
Price
Per unit

Cultivate Yield
acre Per

acre

Quantity

2
a
J

I

Summer

Rainy

Cold

3. Farming input used for cultir.ation (per acre)

No Item Unit
used per
acre

1 Seed

2 Pesticides

a
J Natural Fertilizer

4 Chemical Fertilizer

5 Others

4. Number of labor u,orking in the farm :e: .::;

No

Price
per unit

Remark

RemarkTypes of farm
rvork

No. of
farm
worliers

Nnmber
ofllays

Wages
Per Day

Plou-ehing

2 Puttins seed

J Taking plant

4 Growing plant

5 Harvestin-e

E. Farmerts connect rvith Bank

1. Do you have saving account fu MADB? (Yesl, No:O)

2. Period of content with MADB (Year/Tvlonth)

1



' , ..')l

For Loan Borrorving Farmers

F.I Loan Condition

1. Where do you bon'ow from loan?

(a) MADB (b) Cooperative (c) Microfinance (c) friend and relative (c) other (---)

2. Where do you know loan information?

(a) Village administer (b) Bank staff (c) fi'iend and relative (d) other (---------------)

II. Source of Loan from MADB

If you borrowed or yes,

(1). Frequency of bomowing

(2). Amount loan ------(K1'at)

(3)" Extent of sufficienct' (o )

(4). Type of loan (shor1/1ong)

(5). Interest rate

(6). Do you give collateral? (Yes:1. No:l ) -------------

(7). Type of collateral

(8). Tenure of loan (Year/Ivlonth)

(9). Repayment (Installment/lump sum) ---
(10). Period ofloan received

(l)Before farming (2) Faming the period (3) After farming

(11). Main use of loan

For agriculture percent ( ) For machinery perc€nt ( )

No Item Rank
Seed

Pesticides

Fertilizers

Labor

Farm Nfachinen'
\\Iater-pump machine

1

J

2

4

5

6

7 Other



'l- t .,

G. Submission for Loan Application of I{ADB

(1). Do you take that bonow of loan is difl-icult? (\'es:1. No:2)

(2). Waiting time to get loan (da1/ monrh) -----------

(3). Do you get tirning of loan? (Yes:1 . \o:(,r

(4). Distance of MADB (Km/mile)

(5). Travelling period

(6). Cost of travelling to MADB

H. Loan from other Sources

(1). Do you borrow loan other financial institution? (Yes=I, No<))

(2). Frequency of borrou,ing

(3). Amount loan

(4). Extent of sufficiencl (9'o)

(5). Type of loan

(6). Interest rate

(7). Do you give collateral? (Yerl, Ne2)

(8). Type of collateral

(9). Tenure of loan (Year/Iv{onth)

(10). Repayment (Installment/lump sum) 

-



For Non-borrorving Farmers

F (1). Did you applied for credit fi'om banli? (Yes:1, No:0)
(2). If yes, what the reasons that 1,our applications was not successful?

a. Had no collateral
b. Had difficulty in providin_e required document
c. Incumed previous loan

d. Others ( ----------------------)

a. Had enough saving/ earning fi'om other solrrces

b. Interest rates lvere not affordable

c. Insuft-rciency Document Required

d. Uncertainty about repaving the loar.t

e. Uncertainty about repaying the loan
f. Difficulty to get loan
g. Have enough money

h. Missing deadline

i. Other (please specify

()
()
()
()

)

()
()
()
()
r)
()
()
()
()

.'-$

(4). Are there lending organizations in this area other than the one you got the credit
from?

(Yes:i, No:0)

(5). If yes. what are these?


