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ABSTRACT

In developing countries, microfinance is one of the most effective
development tools used to alleviate poverty, mainly because lack of capital is one of
the constraints on the poor when trying to generate the income needed for the daily
survival.

The mutual development of microfinance institutions and their borrowers,
with both the financial sustainability of the microfinance institutions as well as
improvements in borrowers’ welfare, is important for both the supply and demand
sides of this kind of program. If the poor cannot come out of poverty, the welfare state
cannot exist. Furthermore, the goal of the microfinance institution, which is the social

and economic development of the poor cannot be achieved if they have no capital.
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In Myanmar, microfinance programs have been implemented by the Non-
Governmental Organizations (NGOs), as humanitarian projects as there has been
formalized and legal microfinance institution in Myanmar, because of the restrictions
of the Myanmar government. Consequently, international aid to Myanmar has been
limited when compared to similar developing countries.

This study undertakes an assessment of the impact of Myanmar
microfinance programs on household welfare in terms of the household income from,
expenditure on and consumption of rice by using data from a quasi-experimental
survey conducted in the Northern Chin State of Myanmar. The single impact equation
used for the econometric analysis is derived from the household utility function and
conditional demand equation.

The results prove that the microfinance loan did not contribute to the
borrowers’ welfare through their income generation activities, because of the
insufficient loan available. However, it did solve short term daily survival issues
especially in terms of food.

High inflation is also major obstacle for microfinance institution when trying
to promote saving for the borrowers, something provide which can much benefit to
the poor households. Furthermore, the lack of market opportunities is a major
constraint on the agricultural households when trying to generate income.

Finally, the welfare of the households, as well as the social and economic
goals of the microfinance institutions set up by NGOs, are likely to fail in a country

creates few market opportunities.



