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INTRODUCTION

About three billion people, half of the world’s popu-
lation, are living on the income of less than two dollars a 
day.  Poverty remains a matter of growing concern in 
many developing countries of the world.  One study in 
2006 showed that the ratio of the income between the 
5% richest and 5% poorest of the population was 74 to 1 
as compared to the ratio in 1960, which was 30 to 1.  To 
enhance international development, the United Nations 
Organization (UNO) had introduced eight millennium 
development goals which aimed to eradicate poverty by 
half by 2015.  

In Myanmar, World Bank study from 1999 indicated 
that the poverty incidence was, on average, 22.9% of the 
overall population and 69.6% of the total population are 
living in rural areas.  Time series data from household 
income and expenditure studies confirm that overall pov-
erty has not declined in recent years.  In terms of food 
security, Myanmar has accomplished surplus food pro-
duction at national level, but there are food deficit areas, 
mostly located in the central dry zones, Shan and Chin 
States. 

According to the report of FAO and Vulnerability 
Information and Mapping System (FIVIMS) program 
(UNDP–Myanmar, 2003) indicated that out of the national 

total of 324 townships, 52 townships were classified as 
being very highly vulnerable, 49 highly vulnerable, 62 
moderately vulnerable, and the remaining 122 having a 
relatively low level of vulnerability.  Among the 52 very 
highly vulnerable townships, 29 were located in Shan 
State.  All townships in Chin State and two–third of town-
ships in Kachin State were also reported to be highly vul-
nerable and mostly located in remote areas.  Townships 
in Bago Division, Mon State, and Yangon Division were 
reported to be the least vulnerable. 

In this regard, microfinance is the form of financial 
development that has its primary aim to alleviate the 
poverty and also which is significant source of finance for 
poor, lower income people in Myanmar.  Government, 
donors and NGOs around the world responded enthusi-
astically with plans and promised to work together 
towards the realization of these goals. 

Therefore the objectives of this research are: to com-
pare the demographic and socio–economic characteris-
tics of the clients and non–clients, to investigate the 
impact of PACT MF program on changes in earned 
income, household assets, crop diversification, technol-
ogy, education, saving, food intake, clothing, housing 
improvement and health aspects of the clients and finally 
to examine the determinants or influencing factors on tak-
ing loans.  The analysis used data on 102 clients who are 
participating in the program and 60 who are not partici-
pating.  To do a case study, PACT Myanmar MF program 
which is operating in Dry Zone Area of central Myanmar 
was chosen. 
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STUDY AREA AND METHODOLOGY

Kyaukpadaung Township is considered as a case 
study for Dry Zone Area of central Myanmar.  There are 
339 villages composing 109 village tracts and 78,935 
households.  The total population is about four millions.  
In study area, 268,703 acres (1 ha=2.4 acres) of the total 
land area are under cultivated land.  Among them, 27,461 
acres, 240,736 acres, and 506 acres are for lowland, 
upland and others respectively.  The annual average rain-
fall is 28.07 inches.  The daily average maximum temper-
ature is 41 degree Celsius and average minimum 12 
degree Celcius, so high temperature fluctuation.  There 
is an irrigation source, namely Kyetmaut and Pin Dams, 
mainly for summer rice cultivation.  The major economic 
activities in this study are agriculture and trade.  
Agriculture is by far the most important sector with indi-
vidual small holders as the most important production 
units.

In October 2008, a survey was conducted of 162 
households in six villages which have saving groups by 
PACT MF program.  Two strata are identified taking loans 
(Clients) and not taking loans (Non–Clients) prior to 
collecting data.  Data collection was done based on the 
participatory approach and the use of structured ques-
tionnaires by random sampling technique.  One hundred 
and two observations are collected for clients stratum 
and sixty observations for non–clients stratum.  The 
household questionnaire contained data on household 
demographic and socioeconomic characteristics such as 
age, household size, gender, their assets, income, expend-
iture, health aspect, adoption of advanced technology, 
number of crops, participating in social activities, estab-
lished new business etc.  The data for village information 
was collected through the president of the village and 
members of the village committee. 

Descriptive analysis is largely used to determine the 
comparison between two groups of socio–economic char-

acteristics and after participating in the program what 
changes were occurred on clients.  Logistic regression 
analysis is tested to examine the determinants or influ-
encing factors on taking loans.

RESULT AND DISCUSSION

The socio–economic characteristic of the clients and 
non–clients are as shown in Table 1.  These characteris-
tics provide descriptive overview of households with 
regards to household size, marital status, gender, age, 
and educational level of respondents. 

In terms of gender distribution of the respondents, 
77.5% of the clients are female while 22.6% are male.  
The main shares of the respondents are women that tes-
tify to the fact that most of the beneficiaries of MF are 
female.  There are good reasons to target women by MF 
because gender discrimination is one of the major causes 
of poverty, slower economic growth, weaker governance, 
lower standards of living and women are poorer and 
more disadvantaged than men.  In some MF institutions 
like the Grameen Bank which is the biggest microfinance 
institution in terms of outreach, 96% of their clients are 
women. 

In terms of age, although 50.0% of the clients are in 
the age group of 36 to 50 years, non–clients are 21.7%.  
It can be concluded that the younger the age of the 
respondents the more they want to participate in the 
program.  From this survey, many of the clients had at 
least middle education which represents 42.4% of the 
clients, however for non–clients about 22%.  

According to my result of marital status, 1.7% of 
non–clients still single when in clients 35.3% which indi-
cates that respondents who unmarried are more likely to 
join in microfinance program.  In my study, the average 
family size of the clients (5.5 ppl) is lower than non–cli-
ents (7.2 ppl).  It is because as mentioned before 35.3% 
of clients still unmarried.  

Table 1.  Demographic and socioeconomic characteristics of the respondents by categories

Variables
Measuring 

Group

Clients (102) Non–Clients (60)

Frequency Percentage Frequency Percentage

Gender
Male

Female
23
79

22.5
77.5

43
17

71.7
28.3

Age(years)
<35

36–50
>51

23
51
28

22.5
50.0
27.5

 6
13
41

10.0
21.7
68.3

Marital 
Status

Married
Single

66
36

64.7
35.3

59
 1

98.3
 1.7

Educational

Not at all
Primary
Middle
High

18
29
43
12

17.6
28.2
42.4
11.8

13
31
13
 3

21.7
51.7
21.7
 4.9

Family size
<5
>5

58
44

57.0
43.0

18
42

30.0
70.0

Source: field survey, 2008
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Comparative Analysis between Client and Non–
Client households
General household income

With regard to the general changes in total house-
hold income over the previous 12 months, there are a pro-
portionately larger number of clients who noticed an 
increase.  In fact, about 53.0% of them felt that their 
household incomes have increased while only 26.6% of 
the non–clients could say the same (Table 2).  In the 
same way, in the case of the women who reported a 
reduction in the family income, it may be observed that 
non–clients experienced this phenomenon more strongly 
(over 1/4th).  Hence, the program’s clients seem to be 
more involved in managing their family budget, possibly 
due to their increasing and more substantial financial con-
tribution.
Recent situation of saving

Table 3 is to compare the changes in saving of cli-
ents versus non–clients.  In here we can conclude that 
about 39% of the clients have an increase in saving com-

pared to about 23% of the non–clients.  Non–clients listed 
a problem with their business and weather failure as the 
major reasons for a decrease in income and savings.  
Clients, on the other hand, listed started new business 
and money received from agricultural products as the 
major reasons for their increase in income and saving.
Ownership of Durable Assets

An increase in the number of durable assets pur-
chased for the household was regarded as a potentially 
strong indicator of the impact of microfinance program 
on their clients.  The findings revealed that in every asset 
category studied, client households are more likely to 
have acquired the items than non–client households.  The 
differences between the comparison groups on each 
item are highly significant (Table 4).  The exception in 
Radio, Pig and Chicken items were not significantly pro-
portion of client than non–client households.
Crop Diversification

Crop diversification was generally regarded as a pos-
itive change.  It indicates households were diversifying 

Table 2.  The household’s overall income over the last 12 months

Measuring group
Clients (102) Non–Clients (60)

Frequency Percentage Frequency Percentage

Decreased
Stay the same
Increased 

14
34
54

13.7
33.4
52.9

16
28
16

26.6
46.8
26.6

Total 102 100 60 100

Source: field survey, 2008

Table 3.  The situation of households saving

Measuring group
Clients (102) Non–Clients (60)

Frequency Percentage Frequency Percentage

Decreased
Stay the same
Increased  

24
38
40

23.5
37.3
39.2

31
15
14

51.7
25.0
23.3

Total 102 100 60 100

Source: field survey (2008)

Table 4.  Percentage of households acquiring major durable assets

Items Measuring group Units Clients (102) Non–Clients (60)

Household assets  

TV
VCD
Sewing machine
Cassette
Radio
Motor cycle
Bicycle
Fan

%
%
%
%
%
%
%
%

55.9
38.2
56.9
67.6
62.7
38.2
83.3
39.2

42.0
20.0
26.7
41.7
85.0
20.0
56.7
21.7

Livestock assets

Cow
Pig 
Chicken 
Goat
Sheep
Horse

%
%
%
%
%
%

83.3
30.4
42.2
31.4
39.4
16.7

70.2
46.7
55.0
26.7
23.3
10.0

Source: field survey (2008)
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production in response to market opportunities, while it 
also suggested that the respondent may be diversifying 
to reduce risk of failure of a particular crop.  In the study 
area, on average, clients grew 4.5 crops and non–clients 
3.2 crops (Table 5).  A comparison between the numbers 
of crop cited shows that clients are significantly more 
likely than non–clients.  Clients’ increased expenditure on 
agricultural inputs, expansion of land, and increase in 
the number of crops grown are all positively related to 
program participation.

The Impact of Microfinance on Client Households’ 
Livelihoods
Use of Loan Funds

The PACT microfinance program emphasizes the 
use of loan funds in the respective enterprise.  Clients 
may use part or all of the loan funds in their agriculture 
fields, small micro–enterprises.  The loan funds tend to 
be used on agriculture and enterprise.  Some funds are 
also used for household needs, and the use of the funds 
varied across a range of needs such as school expendi-
tures, food, and loan repayments (Table 6).

Household’s Saving
One of the components of the program is a require-

ment to save on a regular basis.  The clients were asked if 
they had personal savings excluding the forced loan guar-
antee.  The above figure.1 reflects that the majority of 
the clients (82%) responded to have personal savings 
while 18% said they had no saving.

Again with regard to saving, the clients were asked 
whether their saving in the last 12 months had increased, 
decreased, or remained the same.  The response was 
demonstrated that about 39.2% having increased saving 
while 23.5% said decreased and 37.3% said remained 
constant (Fig. 2).  Saving can provide protection against 

risks and also to expand the existing economic activities.  
However some clients prefer to save in physical assets 
such as land, TV, motor cycle, gold, houses and other val-
uables after the obligatory loan guarantee savings. 

Overall Households’ Income
The generation of income is another ingredient and 

the majority of the client’s responded positively that they 
have registered 53% increment in incomes as shown in 
figure. 3 while 14% noted a decrease and 33.4% remained 
the same.  Clients who increased income reported that 
agriculture and small micro–enterprise profits are an 
important income source for them.  Especially in those 
who run businesses like small micro–enterprise have 
higher income than agriculture. 

Condition of Children’s Schooling
Concerning about how many children are going to 

school before and after participating loans, the responses 
were very positively because of their facilitation by PACT 
microfinance program.  Many of the clients have almost 
enrolled all their children to school.  Before taking loan, 
only 125 students could attend to school however after 

Table 5.  The number of crops grown by both respondents

Items Units Clients(102) Non–Clients(60)

Average
Maximum
Minimum 

Number
Number 
Number

4.5
7.0
2.0

3.2
5.0
1.0

Source: field survey (2008)

Table 6.  Distribution of items on which Clients mostly spent their 
loans

Microfinance loan expenditure Units Clients (N=102)

Investment in agriculture
Small micro–enterprise
School expenditures
Food for household
Medical care
Savings 
Debts
Others

%
%
%
%
%
%
%
%

85
53
42
27
15
15
11
 6

Note: Multiple responses possible
Source: field survey (2008)

Fig. 1.  Personal saving.

Source: field survey (2008)

Fig. 2.  The situation of saving in the last 12 months.

Source: field survey (2008)

Fig. 3.  The situation of household income over the last 12 months. .

Source: field survey (2008)
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taking loan 169 (89%) students can now attending school.  
Many clients praised PACT microfinance program which 
has given them a push to cater for their children Table 7.

Health
Health is an important ingredient for protecting the 

productivity of the household’s effective use of the house-
hold resources.  It is evident that most clients interviewed 
took household health as a critical issue for their contin-
ued well being.  At least more than half of the households 
had a sick person in the household in the last two weeks 
of the interview and the most prevalent illness in the 
household was vomiting and diarrhea.  This could have 
been because of the rainy season.  All the clients could 
afford to visit health clinics and hospitals and also could 
afford to pay the medical expenses every time a member 
of the household could fall sick.
Technology Adoption

In the study area, out of 102 clients, 59 of them 
(57.8%) adopted one or more innovations from 
Agricultural Extension and NGOs.  Table 8 shows that 

the innovations most adopted by clients were planting 
improved seeds, use of chemical fertilizer, processing of 
farm produce and changed cropping pattern. 
Food Intake

For the large majority of the entire sample, more 
than a half (62.8%) of clients felt that there has been an 
improvement in their food intake (Table 9).  However, 
among the clients, it may be noted that (28%) of the 
households’ food intake remained the same over the pre-
vious 12 months.  On the other hand, a less number of cli-
ents (9%) felt that the situation have worsened in this 
regard. 
Housing Improvement

As far as the impact of the program on improvements 
in living conditions is concerned, 84.6% of the clients 
asserted that they have undertaken repairs or improve-
ments in the roof, floors, etc. (Table 10).  Amongst the 
clients, a large majority 84.6% specified that these works 
have been undertaken only after they joined the pro-
gram.  In the case of housing expansion, 37.2% of the cli-
ents have done such work.  Concerning to the improved 
water and sanitation system, the percentage was only 
24%, however, the large majority of clients (94%) also 
specified that they undertook this work only after they 
had joined the program.  However, what is certain is that 
clients carried out improvements once they joined the 
program.
The Influencing Factors on Taking Loan by using 
Logistic Regression Model

Logistic Regression Model is a form of regression 
which is used when the dependent variable is dichotomy 
and the independents are of any types (categorical and 
continuous variables).  The formula for the logistic regres-

Table 7.  The comparison of children schooling before and after 
participating program

Items Clients (N=102)

Schooling aged in household
Before participating in microfinance program
After participating in microfinance program
% of schooling at present

206
125
169
 89

Source: field survey (2008)

Table 8.  The number of clients in adoption of technology

Items
Clients (N=59)

Frequency Percentage (%)

Planted improved seeds
Used chemical fertilizer
Changed cropping pattern
Processed farm produce
Others 

27
12
10
 7
 3

45.8
20.3
16.9
11.8
 5.2

Total 59 100

Source: field survey (2008)

Table 9.  The impact of microfinance program on food intakey

During the last 12 months has 
your food intake:

Clients (N=102)

Frequency Percentage (%)

Worsened 
Stay the same
Improved 

9
29
64

8.8
28.4
62.8

Total 102 100

Source: field survey (2008)

Table 10.  The impact of microfinance program on living conditions

During the last 2 years, were any repairs, 
improvements or additions made to your home?

Units 
Clients

(N=102) 
% of members 
of the program

House repairs or improvements (fixed or improved 
existing roof, floor, walls or kitchen)
House expansion (built new rooms, shed, fence or 
wall)
Improved water or sanitation system (new well, 
latrine)
Lighting or electricity
Others  

%

%

%

%
% 

84.6

37.2

24.0

13.3
11.8

84.8

86.2

94.4

80.0
87.5

Note: Multiple responses possible
Source: field survey (2008)
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sion in this analysis is as follows:

Yi =β0+β1X1i+β2X2i+β3X3i+β4X4i+β5X5i+β6X6i 
    +β7X7i+β8X8i+β9X9i+β10X10i+β11X11i + ei

Where: Y	 = Dependent variable (if respondent is 
taking loan: y=1 and if no: y=0)

      X1– X11  = Independent variables
      ei           = Error terms
    β1– β11 = Estimated coefficients
The list of some selected variables for this model is 

given in Table 11 which gives a description of the varia-

bles, hypothesis and the expected signs for each of the 
estimated coefficients.  This table is followed by a descrip-
tion of extant literature of the 11 factors– family size, 
marital status, gender, age, education, land holding size, 
number of crops, income, technology adoption, participat-
ing in social activity, and establishing new business– that 
determine taking loan.

The results of the estimation of the logistic regres-
sion model are presented in Table 12.  Analysis of the 
survey data revealed that nine out of the eleven variables 
included in the model (Table 12) are significant (at 1 
percent to 10 percent) in explaining the variation in tak-

Table 11.  List of variables affecting taking loan for Logistic Regression Analysis

Variables Description of variables Hypothesis

Dependent var:
Taking loan

= 1 if household is taking loan
= 0 if household is not taking loan

Independent var:
FSize

MStatus

Gender

Age

Edu:Level

LHSize

NCrops

Income 

Tech:Adop

Soc:Act

Est:Buss 

Size of the Household

Marital Status 
(1=Single, 0=Married)
Gender(1=Female,0=male)

Age (Years)

Educational Level (Years)

Land Holding Size (Acres)

Number of Crops

Income per year (Kyats)

Technology adoption
(1= Yes, 0=No)
Participating in social activity
 (1=Yes, 0=No)

Established new business(1=Yes, 0=No)

Increasing family size of the Respondents are 
more likely to taking loan(+)
Single respondents more willingly to join on 
taking loan (+)
Female respondents are more likely to participate 
in taking loan (+)
Older head of households are less likely to 
participate in taking loan (–)
Higher level of head of households are more likely 
to participate in taking loan (+)
Higher land holding size of respondents are more 
likely to join taking loan (+)
Respondents with increasing number of crops are 
more likely to join in taking loan (+)
Higher income per year of respondents are less 
likely to join in taking loan (+) or (–)
Higher changing farming practices may increase 
access and participate in taking loan (+)
Respondents who are more participating in village 
activities more likely to join in taking loan (+)
Household who established new business have 
high opportunity to participate in taking loan (+)

Table 12.  The Results of Logistic Regression Analysis

Independent
Variables

Coefficients

β
Std. Error

S.E
Wald

Statistics
Significance Exp(β) or

Odds ratio

FSize
MStatus
Gender
Age
Edu:level
LHSize
NCrops
Income
TechAdop
SocAct
Estbus:
Constant

–0.77
2.83
2.10

–0.15
0.45

–0.34
1.36
0.00
1.82
0.76
2.56
3.21

0.23
1.22
0.89
0.05
0.18
0.14
0.54
0.00
0.97
0.85
0.95
2.31

11.17
5.42
5.61
7.75
6.40
6.32
6.28
0.13
3.53
0.80
7.21
1.12

***
**
**
***
**
**
**
n.s
*

n.s
**
n.s

0.46
16.92

8.18
0.86
1.57
0.71
3.90
1.00
6.16
2.14

12.93
11.54

Number of Sample Size = 162

Nagelkerke R square = 0.85, Correctly predicted = 93.2%
***, **, * indicate significance level at 1%, 5% and 10%, respectively
Source: own estimate
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ing loans status of household in the study area.  These 
variables are family size, marital status, gender, age, edu-
cational level, land holding size, number of crops, tech-
nology adoption, and establishing new business and have 
signs in accordance with my hypotheses except family 
size and land holding size.  The coefficients of Income and 
participating in social activities are insignificant varia-
bles. 

The age of the respondents has a negative coeffi-
cient with significant at 1% level.  This probably indicates 
that the older the respondents, the lower the probability 
that household would be taking loan.  The younger 
respondents tend to be directly participated by increas-
ing rate of taking loan than older respondents.  In terms 
of the household size, it is highly significant at 1% level 
and having negative impact on the probability of taking 
loan.  It suggests that higher household size has a decreas-
ing rate on taking loan.  It is because in my survey most 
of the clients have few members in their family, which 
indicates that respondents are either unmarried, or have 
no children.  On the other hand, 98% of non–clients are 
married and almost their family members interested in 
working farms, which indicates that they don’t want to 
participate in the microfinance program.  

The results also shows that the income variable is 
insignificant which means that there is no relationship 
and not affecting between whether the income higher or 
lower and taking loan.  Apart from income, the other sig-
nificant variables in the model are the educational level, 
gender of the respondents, marital status, number of 
crops did they grow, awareness of technology adoption, 
and establishing new business.  This implies that the 
probability of taking loan is higher with educated, female, 
increased number of crops, higher adopted technology, 
and established new business.  Regarding to the land 
holding size which is significant at 5% level, however, 
affect on taking loan is negatively.  For variable of partici-
pating in social activity it is insignificant and no matter 
this variable increase or decrease had no affect on taking 
loan.

CONCLUSIONS

The assessment found that program participation 
had an impact on clients’ enterprises, expenditures on 
household assets, and agricultural activities.  Participation 
in microfinance program has enabled client respondents 
to receive loans, save, and acquire information from their 
loan officers and group members about good business 
practices.  In the study area, the majority of the clients 
used their loans are especially on agriculture and small 
micro–enterprise.  However, at least one–half of the cli-
ents used a portion of the loan for non–business purposes 
to buy food for the family, pay for health care and pay 
for their children education. 

This study is also attempted to analyze influencing 
factors or determinants of taking loan on PACT microfi-
nance program in Dry Zone Area of Myanmar by using 
Logistic Regression Model.  The main findings of this 
empirical analysis are: marital status of respondent, gen-

der, education level, number of crops, technology adop-
tion and establishing new business are strongly associ-
ated with taking loan and the presence of these variables 
increases the numbers of being taken loan, family size, 
age of respondent and land holding size are highly signif-
icant variables but having negative impact on the pro-
gram which means that the value of these variables 
increase the numbers of taking loan decrease.  

It can be noticed from overall analysis that there is 
significant impact of microfinance activity on improve-
ment of the livelihoods of the rural households not only 
in economic term but also in social term.  Regarding to 
the reasons for not participating, PACT MF is suggested 
to collaborate with extension services to develop infor-
mation program in order to disseminate the information 
to as many people as possible and also the program 
should be made easier in terms of loan procedures, legal 
action.  More information on the advantage of taking loans 
should be made in order to attract peoples to join the pro-
gram.  And also the microfinance program should make 
easier and simple loan procedures, reduce some of their 
legal action which strategies can make respondents to 
become easily to join the program.

In order to achieve a greater impact of microfinance 
program, PACT program should be put appropriate mech-
anisms to provide the basic social services, especially 
education and health care, which are needed to improve 
the quality of life of rural households.  The program 
should introduce more income generating activities and 
effective education program.  These can give more prof-
itable opportunities and can also open up more income–
earning opportunities for the farm households especially 
in the non–farm sector.

It is recommended that microfinance strategies 
should be designed in a way that would focus on and 
address the identified determinants as well as other fac-
tors that are related to improving household social well-
being such as agricultural production, access to market, 
health education, and subsidy programs. 
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