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Executive Summary
1
 

 

Context Overview 

With Parliament’s election of former Prime Minister Thein Sein as president in January 2011, 

Burma has reached a critical crossroads: the country’s tumultuous political and economic history 

is facing new opportunities through the introduction of new economic and social reforms. 

President Thein Sein’s government has instituted a series of reforms targeting governance and 

political economy, public finance and structural transformation.  

 

Problem Summary 

Currently available information ranks Burma as the poorest country in South East Asia. Nearly 

85% of poverty incidence is concentrated in rural areas. Two key factors contribute to rural 

poverty: 1- labor is unskilled and subject to casual wages and 2- lack of assets and particularly 

land (54% of the agricultural population is landless).  High human concentration, low financial 

returns and low access to resources/capital in the rural sector help explain continued and 

deepening rural poverty concentration. The low asset ownership among rural and poor 

households restricts their ability to access credit and financial capital. Current credit services in 

Burma do not effectively target products or access for the rural poor. 

 

Policy Question 

What strategies should the Myanmar Development Resource Institute (MDRI)/ International 

Growth Centre (IGC) partnership recommend to reduce rural poverty and increase access to 

financial capital in rural Myanmar?  

 

Data and Methodology 

My focus is to evaluate some alternative rural poverty programs that have been implemented in 

other countries and analyze their relevance to Burma’s rural poverty needs. Of particular interest 

to analysts is a comparison of programs designed to increase access to capital. My analysis 

evaluates and compares three alternative interventions designed to increase access to capital: 

rural microfinance, joint partnership rural credit schemes, and rural credit cooperatives. The 

specific programs selected for this study are: A) microfinance programs- government 

provisioned and NGO- driven; B) the Vietnam and World Bank joint partnership and C) German 

rural credit cooperatives. The analysis of these programs is comprised of three sections: i) a 

comparative table of the structural design and impact of each intervention, ii) logic models that 

systematically dissect program components, and iii) an assessment of risks, benefits and 

challenges as they relate to impact. 

 

                                                           
1
 This student paper was prepared in 2013 as a requirement for the Masters of Public Policy Program at the Sanford 

School of Public Policy at Duke University. The research, analysis, and recommendations contained in this paper are 

the work of the student who authored the document, and do not represent the official or unofficial views of the 

Sanford School of Public Policy or of Duke University. 
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Findings 

Different tradeoffs occur in each program and its design, such that no one program can 

exclusively and successfully impact every objective. As such, a combination of different features 

of the programs or different specialized programs may be more effective in targeting multiple 

levels of intervention, time periods, credit access problems or impact. Government collaboration 

is particularly important, as engaging governments and balancing their involvement may 

facilitate partnerships and support (particularly in resources and expertise) from other 

organizations (e.g. international organizations) and open venues for systematic, national change.  

 

In the logic model analysis, four key requirements were observed in the delivery of services 

across all the programs: socialization and process for developing and capturing participation, 

continued operations and execution of the program, monitoring and evaluation, and 

complementary services around human development objectives. The greatest differences across 

the programs were observed in the intermediate and long-term outcomes, particularly in the areas 

of: human capital development, structural and ecosystem changes to the rural credit sector, and 

national development. Furthermore, the key issues that posed challenges across the programs 

were: incomplete information, implementation risks, misaligned incentive systems and limited 

adaptability of programs. The four key implementation risks identified in the programs were: 

challenges scaling localized targets to national schemes; unintended exclusion of target 

population individuals; inconsistency of results, efficacy or enforcement; and cultural barriers. 

 

Recommendations 

At this time, Burma’s rural poor have a greater urgency for direct capital and providing this, in 

conjunction with training and other human development trainings, is the first priority. Burma’s 

program intervention needs to prioritize major facets of household impact and be designed to 

work around the four key credit access problems: asymmetric information, low assets, weak 

culture of repayment and high fixed costs to accessing loans. The program should: 

 Simultaneously seek a joint partnership with financing from an international NGO and 

implement traditional microfinance services to rural areas 

 Engage the government as the engine coordinating the programs/partnerships and the 

leader facilitating regulatory and policy changes 

 Be phased into short/mid-term (credit access and training) and long-term strategies 

(systemic change) 

 Extract the strengths of each of the programs into a blended and customized Burmese 

rural credit program, particularly including the community empowerment objectives of 

rural credit cooperatives 

 Utilize logic model and program evaluation methodologies to design and refine its own 

program and implementation.  
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I. INTRODUCTION 

 

POLICY QUESTION 

What strategies should the Myanmar Development Resource Institute (MDRI)/ International 

Growth Centre (IGC) partnership recommend to reduce rural poverty and increase access to 

financial capital in rural Myanmar?  

 

PROBLEM STATEMENT 

Burma’s recent economic and social reforms have paved the way for new development 

opportunities. Strategic reforms introduced by Prime Minister and now President Thein Sein 

focus on governance, public finance and structural transformation strategies for the country. The 

following project is an analysis of strategies for rural economic diversification and specifically 

alternative models of credit-based poverty alleviation for Burma.   

 

POLICY CONTEXT & BACKGROUND 

 

The Myanmar Economic Reform Strategy 

With Parliament’s election of former Prime Minister Thein Sein as president in January 2011, 

the country has reached a critical crossroads: the country’s tumultuous political and economic 

history is facing new opportunities through the introduction of new economic and social reforms. 

President Thein Sein’s reform strategy is focused on opening up political competition, reverting 

the damage from years of economic isolation and committing to progress for its citizens
i
.  

Between the landslide victory of the National League for Democracy (NLD) in 1990 and May 

2008, there were no elections in Burma, restricted political freedoms (the oppressive junta placed 

the NLD leader in 15-year house arrest), and government-perpetrated human rights violations. 

With the referendum passed by the junta in 2008, Myanmar successfully held Parliamentary 

elections in January 2011 and consequently elected President Thein Sein. President Thein Sein’s 

government has instituted a series of reforms for social progress and economic growth, with a 

primary focus on reversing longstanding impacts of an isolated economy, weak infrastructure, 

macroeconomic instability and inadequate social services
ii,iii

.  

 

The oppressive government controls, corruption, social instability and poverty
iv

 in Burma have 

thwarted human, economic and political development for the country. Given the country’s 

economic isolation and lack of transparency, data tracking social and economic progress are 

scarce
v
.  Some international rankings attempt to measure Burma relative to other countries. As of 

2012, Vision for Humanity’s Global Peace Index (GPI)
2
 rated the country at 2.53

3
, which ranks 

at the lowest end of the scale
vi

 and signals the country’s instability. The business climate of 

Burma has been perceived as corrupt and inefficient, particularly given the concentration of 

power and wealth among the elite
vii

. In 2011, Transparency International’s Corruption Perception 

                                                           
2
 The Global Peace Index is a weighted index measuring 23 qualitative and quantitative indicators reflective of 

peace (or absence of violence) in countries, including political instability, military expenditures and likelihood of 

violent demonstrations. The GPI measures qualitative indicators on a 5 point scale and quantitative indicators on a 9 

point scale.  
3
 The range of 2012 GPI values was from 1.113 (most peaceful) to 3.392 (least peaceful) for 158 countries, with 

Myanmar ranking at 139. 
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Index (CPI)
4
 rated Burma at 1.5 in a scale of 10, which ranked it as the 180

th
 most corrupt 

country among 182 surveyed nations
viii

. These data reflect low international confidence in 

Burma’s economic stability, institutional reliability and weak prospects for foreign investment 

(Appendix 2). These evaluations are aligned with the International Monetary Fund (IMF) 

estimates of less than 4.7% real average annual economic growth rate (Appendix 3)
5
.  

 

The limited available information ranks Burma as the poorest country in South East Asia and as 

of 2010, estimated approximately 26% of the population living below the poverty line (Appendix 

4)
ix

. The 2010 data from the Integrated Household Living Conditions Survey (IHLCS) defines 

the poverty line as the combination of a basic food poverty line based on food consumption 

expenditure ($0.86 per day) and an additional provision for non-food expenditure (expenses that 

do not include food but other basic living expenses)
6
 of $1.18 per day per adult (see Appendix 5 

for full poverty line methodology). The poverty statistics reported in this analysis would be 

significantly higher if we had the data quantifying the population living at or under the 2005 

World Bank $1.25 per day (PPP) extreme poverty threshold or the $2.00 per day moderate 

poverty threshold, which are more commonly used poverty measurement metrics.  

 

There are no formal Gini index measures or data available to report income distribution in 

Burma, but nearly 85% of poverty incidence is concentrated in rural areas. Rural poverty 

requires specific and unique poverty alleviation strategies. Less than 40% of the GDP is 

comprised of agriculture but 70% of the labor force is employed by the agricultural sector
x
. This 

disparity is common among many agricultural economies and is partially endemic to labor 

intensity in agriculture. However, high human concentration, low financial opportunity/return 

and low access to resources/capital in the rural sector help explain continued and deepening rural 

poverty concentration. A key component of low access to resources among the rural poor is in 

landlessness: 34% of poor rural households are landless
xi

. Nonexistent property laws and lax 

enforcement systems have intensified landlessness and low asset ownership in Burma. Even 

though President Thein Sein’s administration is making efforts to combat landlessness via the 

Vacant, Fallow and Virgin Lands Management Law (March 2012), it is too early to assess the 

impacts of these efforts and other measures to complement the law are equally necessary to 

delineating rights and responsibilities for land use
xii

. 

 

The MDRI/IGC Collaboration 

Drawing from poverty reduction recommendations from his advisor Dr. Maung Myint
7
, 

President Thein Sein created and appointed the Myanmar Development Resource Institute 

(MDRI) to lead the strategy and policy reforms
xiii

. Part of this arrangement includes a partnership 

                                                           
4
 The Corruption Perception Index (CPI) ranks countries by perceived levels of public sector corruption through 13 

different surveys from 10 independent institutions. The survey scores countries on a scale of 0 to 10, 10 representing 

very clean and less corrupt.  
5
 The International Growth Centre’s (IGC) Country Strategy Note references IMF growth at 5.3% and the 

Economist estimates at 4.5%.  
6
 As of 2010, the nominal annual Food Poverty Line per adult was 274,990 kyats (2010 kyats) and the Poverty Line 

was 376,151 kyats. Using the unofficial black market exchange rate in 2010 (official exchange rate was 6.94 

kyats/$) of 875 kyats/$ and 365 days per year, this converts to a daily food poverty line of $0.86 and a daily poverty 

line of $1.18.  
7
 Dr. Maung Myint is an economist and presidential advisor to President U Thein Sein. The poverty alleviation 

proposals were presented in 2011 at the Forum on Poverty in Naypyitaw, Myanmar. 
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with the International Growth Centre (IGC), a DFID-funded research and advisory institute that 

is based at the London School of Economics (LSE)
xiv

 and has proven expertise in advising 

emerging economies. The MDRI/IGC partnership has elaborated a “Myanmar Country Strategy 

Note,” to function as an action plan guiding Burmese economic reform and delineating the key 

intervention areas: governance and political economy, public finance and structural 

transformation. The interventions specific to rural poverty alleviation target agriculture and rural 

development
xv

 by: modernizing agriculture through technology and agriculture finance, 

diversifying the rural economy away from subsistence agriculture, and simultaneously promoting 

industrialization
xvi

. 

 

II. RURAL CREDIT MARKETS IN MYANMAR 

 

OVERVIEW OF THE RURAL SECTOR  

Rural poverty is almost twice as high as urban poverty across all the country’s states and regions, 

but the degree of rural poverty ranges widely from 73% in war-torn Chin to 16% in Kayah 

(Appendices 6-7)
xvii

. As discussed previously, poverty in this analysis refers to food poverty 

indexes defined by the Integrated Household Living Conditions Survey in Myanmar (2009-

2010), which incorporate meager levels of basic food consumption. As of 2010, this was 

approximately $0.86 per day per adult on food consumption (food poverty line) and $1.18 for 

consumption and non-food expenditure (poverty line) (see Appendix 5 for food poverty 

measurement methodology). As with the rural poor in most developing countries, Burma’s rural 

poor are increasingly unable to break out of poverty because of lack of assets among poor 

households (Appendices 8- 9) and larger rural household size (average 6.0) (Appendix 10).  

The economic dependency ratio
8
 (EDR), a measure of household economic burden, among poor 

(0.62) and rural (0.60) households in 2010 was significantly lower than in non poor (0.69) and 

urban (0.88) households. The EDR is an indicator of the relationship among consumption 

poverty, labor force participation and employment by calculating a ratio of inactive household 

members (not working age, usually under 14 years or over 64) to working age members (15-59 

years). Higher EDRs indicate a higher economic burden on the household. The EDR numbers for 

Burma indicate that inactivity is not the source of poverty among rural households. Rather, even 

though more individuals per poor household are economically active, there are lower returns 

associated with specific economic activities
9
.  

 

Two key factors contribute to rural poverty: 1- labor is unskilled and generally subject to casual 

wages and 2- lack of assets and particularly land.  According to the Integrated Household Living 

Conditions Survey in Myanmar, the casualization of poverty is demonstrated by large rates of 

casual labor in rural areas (21% of rural employment), casual labor among the poor (28% of 

economically active poor household members) and growing landlessness among the poor. 

Landlessness is defined as individuals whose main household activity is agriculture and who do 

not own any agricultural land. No land further limits and prevents the rural poor from generating 

income from asset ownership, which often helps rural poor move out of poverty. Prior to 

independence, property rights were delineated based on hereditary land ownership, government 

land, and the right to land (not ownership) after 12 years of continuous occupation and 

                                                           
8
 The economic dependency ratio measures the number of economically inactive and active household working age 

(15-59 years) members. The higher the ratio, the higher the economic burden on the specific household.    
9
 The IHLCS survey results do not elaborate on the specific economic activities.  
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taxation
xviii

.  However, since independence in 1948, the government became the sole owner of all 

land and natural resources and also had the right to grant property rights to individuals for private 

ownership, inheritance and private enterprise (Appendix 11).  Almost 54% of the entire 

agricultural population does not own any land: the 2010 average landless rate in agriculture 

among the poor was 34%, almost twice as high as the non poor (Appendix 12). One recent 

reform intended to partially alleviate landlessness among the poor has been President Thein 

Sein’s legislation allowing agricultural land to be leased up to 60 years
xix

. This was designed to 

temporarily resolve the restrictions of land usage by the landless poor, but critics expressed 

concern over this legislation because it also allows the military to obtain the leases. This is 

particularly problematic given Burma’s history of military seizure of private property and poor 

documentation of land ownership before transfers to state ownership. 

 

For individuals who own land, the returns on the land and the costs of maintenance prevent them 

from decreasing their poverty. The average farm size in 2010 was 6.7 acres (4.4 acres for the 

poor versus 7.3 for non poor) - higher than that national averages of South East Asian countries
10

 

but lower than global averages. For a country with such a high agriculture dependency, the low 

land ownership translates into financial stress and unsustainable livelihoods. For example, one 

farmer in 2012 who was severely indebted to informal lenders and owned 10 acres explained that 

his daily yield of $4 was not enough given his daily costs of $6
xx

. Despite the intended reforms 

to facilitate and promote land ownership, there have also been increasing uprisings among 

farmers that have lost land due to land grabs from government agencies and private developers, 

and with very low compensation
xxi

. 

 

The low asset ownership among rural and poor households restricts their ability to access credit 

and financial capital. The combination of an economy mixed with formal and informal actors 

and an underdeveloped financial system has resulted in low information about borrowers, 

unsophisticated and sometimes predatory lending practices among institutions, and deepening 

poverty for those who cannot access and successfully pay back credit. Despite the barriers for the 

rural poor in agriculture, there seems to be a tremendous need for loans and credit in agriculture 

and among the rural poor. While 30% of the rural poor working in agriculture accessed credit (of 

which approximately 50% came from informal sources) under 15% of households not involved 

in agriculture accessed credit (13.5% poor and 13.2% rural) (Appendix 13)
xxii

. This discrepancy 

does not necessarily reflect stronger rural agricultural financing institutions or practices, but 

rather a need for the increased need for credit among the rural poor in agriculture
xxiii

.        

 

FINANCIAL SERVICES LANDSCAPE 

 

Current Infrastructure: High Unmet Needs 

Burma’s rigid regime and isolated economy have resulted in a financial sector that is 

underdeveloped and constrained. As of 2011, outstanding loans to GDP was at 4.7% and 

deposits to GDP at 12.6%
xxiv

. These ratios on Burma’s credit to the economy are the lowest in 

comparison to its regional neighbors. Some estimates indicate that only 10% of the adult 

population in Burma has access to formal financial services, which includes access to credit and 

                                                           
10

 FAO Farm Census data estimated average farm size (hectares) in select countries in the 1990s: Indonesia (2.15), 

Korea (2.59), Laos (3.88), and Thailand (8.30) (IHLCS 2010). 
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savings mechanisms
xxv

. As of 2010, Burma was the lowest ranking country among its regional 

neighbors, in country-level credit to the economy as a percentage of GDP (Appendix 14). For the 

rural poor, barriers to accessing credit are: asymmetric information for lending institutions, lack 

of assets to provide collateral, no established culture of repayment or saving, and high 

institutional fixed costs of organizing and deploying loans.  Additional institutional and 

regulatory barriers have also hampered the competitive development of the financial sector: 

under the Financial Institutions Law (FI Law), foreign banks are not allowed to operate directly 

or via joint ventures with local banks and the severely limited financial sector has been 

dominated by four state-owned and 19 private banks (Appendix 15)
xxvi

. With the country’s 

reforms, there are burgeoning opportunities for competitive development of the financial sector, 

particularly given the high unmet demand for financial capital, President Thein Sein’s public 

endorsement of microfinance development in May 2011, and the underdeveloped financial 

infrastructure system
xxvii

.  

 

Legislative Changes to an Outdated System 

The prospects of Burma's possibility of regional economic integration with the Association of 

Southeast Asian Nations (ASEAN) in 2015 have prompted rapid revisions to Burma’s outdated 

laws, including the aforementioned FI Law that forbids foreign banks from operating or 

engaging in any partnerships or joint ventures with local banks
xxviii

. In anticipation of these 

changes, 17 foreign banks have established local representative offices in Burma (Appendix 15), 

with the hope of being prepared when the economy and industry open up to foreign competition. 

Furthermore, for the first time in five decades, the Myanma Insurance and the Insurance 

Business Supervisor Board (IBSB) approved private insurance companies to begin operations
11

 

in a space that was previously controlled by only one state owned insurance company
xxix

. These 

developments are particularly important given that the existing insurance company was severely 

limited in scope and did not provide any insurance to the agricultural sector (flood, crops or 

livestock)
xxx

.  Despite the positive intentions of these reforms, it is also too early to understand 

their impact and consequences in realizing socially beneficial changes and increasing rural credit 

for those who need it.  

 

Microfinance Sector Overview 

The range of microfinance services and products currently offered in Burma varies depending on 

the type of provider (Appendix 16). Microfinance was formally introduced to Burma in 1997 by 

the United Nations Development Program’s (UNDP) Human Development Initiative (HDI) as a 

tool for alleviating poverty.  Since then, the microfinance landscape has evolved to house six 

kinds of providers: informal sector, banks, cooperatives, NGOs, specialized agriculture 

development companies and government organizations (Appendix 16)
xxxi

. Seventy-seven 

licensed institutions and providers have emerged with a wide but selective range of products for 

individual households and small/medium businesses, including income-generating loans, 

agricultural loans, consumer loans, healthcare loans, education loans, client welfare schemes and 

even some voluntary savings schemes.  Of the current microfinance providers, the largest 

institutions (loans outstanding, as % of total loan portfolio) are: the Myanmar Agriculture 

Development Bank (MADB) (37%), UNDP’s microfinance program PACT (19%) and the 

Myanmar Small Loan Enterprise (MSLE) (14%). Two of the top three loan providers are state-
                                                           
11

 As of October 2012, 12 companies had received approval for operations to offer a range of financial services, 

including life and general insurance. 
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owned banks/organizations, which signals the lack of diversity among the types of institutions 

offering credit (Table 1). From data in Appendix 16, the next largest category of loan providers 

includes specialized agricultural companies, which are comprised of over 60 companies.   As of 

September 2012, the microfinance client pool was an estimated four million micro clients with a 

total loan portfolio of approximately US$270 million.  

 

 
 

Local and foreign wholly privately owned microfinance institutions (MFIs) were recently 

approved through the November 2011 Microfinance Law (Appendix 17). Until then, the only 

microfinance organization that was legally authorized to operate in Myanmar was UNDP and all 

other participating institutions did not have legal status. The Microfinance Law defines the roles 

and limitations on actors in the microfinance sector as well as the objectives of microfinance in 

reducing poverty and providing capital. This Law formalized microfinance in Burma and offers a 

starting framework for operating in the sector, which will most likely be refined and revised over 

time. In addition to formally acknowledging seven types of microfinance institutions
12

, the 

Microfinance Law identifies the “public, including low-income farmers, labors and vendors who 

reside in rural and urban area[s]” (Appendix 17) as the target population. The objectives of the 

law are not only short-term poverty alleviation, but longer term impacts on employment and 

institutions:  
(a) to reduce the poverty of the grass root people (defined as the public); 

 (b) to develop social, education, health and economic status of the grass root people; 

 (c) to create job opportunities; 

 (d) to nurture and cultivate the saving habit; 

 (e) to encourage the emergence of new small-scaled businesses; 

 (f) to create the extend the cottage businesses; 

(g) to assist the grass root people with other means of earning as well as agriculture and 

livestock breeding; 

(h) to acquire and disseminate technical know-how from local and abroad. 

 

                                                           
12

 Local institutions, foreign institutions, partnership firms, companies, cooperative societies, banks and nonbanking 

financial institutions. 

Table 1. Loan Portfolio Breakdown by Type of Organization (IFC 2012)

Loans Outstanding 

(kyats)

%  of Total Loan 

Portfolio

State-Owned 115,563,460,000 51.13%

Private Bank N/A 0.00%

NGOs 52,696,173,072 23.31%

Cooperatives 17,625,690,000 7.80%

Specialized Agricultural 

Companies 40,092,708,226 17.74%

Women's Union 48,000,000 0.02%

Union Solidarity Development 

Association N/A 0.00%

Village Banks N/A 0.00%

TOTAL 226,026,031,298 100.00%
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The inclusion of such diverse actors and the specific poverty objectives create a broader 

framework for microfinance than the traditional structure of the first microfinance development 

organizations (see Rural Credit Schemes: BRAC Microfinance and Grants to the Ultra-poor). 

With the inclusion of cooperatives and foreign institutions/banks, as well as the creation of 

several managing bodies, the Microfinance Law opens opportunities for traditional microfinance 

as well as various other rural credit programs.  The formal recognition of microfinance is 

important because it establishes a clear framework that will hopefully address Burma’s wide 

financing gap. In its best implementation, the Microfinance Law will also help build and 

maintain a financial sector that manages reliable providers with scale and sustainability. As with 

any new law and reform, there are still unresolved details about the new law: lack of clear 

differentiation between deposit and non-deposit taking MFIs; very low capital requirements for 

deposit taking MFIs, very low interest rate ceiling that potentially creates poor incentives for 

conservative institutions to participate, and lack of clarity on lending methodology requirements.     

 

Despite the regulatory support for formalizing and developing the microfinance landscape, the 

current services offered are not reaching the populations with the greatest financial need and 

alternative interventions are necessary to target rural poverty. The demand and gap for 

microfinance services are most seen in the rural and agricultural sectors. Estimates for 

microfinance demand are over US$600 million
13

, with wide-ranging rates of penetration ranging 

from 0 to no more than 38% actual market penetration  across different markets
xxxii

. Assuming 

the accuracy of these demand estimates, no more than 50% of the national demand is currently 

being met in Burma. The need in agriculture and the rural sector may be even higher: only 2.5% 

of the outstanding loans in the micro credit industry are made to agriculture
xxxiii

. Of the 77 

licensed institutions
14

, cooperatives comprise the highest number of licensed MFIs (41 

cooperatives) even though cooperative lending only comprises 8% of the total loan portfolio. 

Cooperatives are mostly managed by the Central Cooperative Society (CCS) and focus on 

deposit mobilization and micro loans exclusively in urban areas
xxxiv

. For the rural sectors, current 

limitations on the structure of microfinance loans cap farmers to borrowing for only 10 acres of 

land and 50,000 kyats (equivalent to approximately $60
15

) per acre, even though the product cost 

of rice farmland is 100,000-150,000 per acre
xxxv

 ($120-$180). Aggregated, this amounts to a 

potential gap of 170 billion kyats (approximately US$200 million). Given a lack of alternatives, 

farmers who cannot fully access traditional microfinance providers most often supplement their 

financial needs with informal money lenders who charge even higher interest rates (3-20% per 

month). 

 

The gradual development of credit providing programs and services in Burma for over 15 years, 

combined with the passage of the Microfinance Law, creates a favorable baseline from which to 

target access to rural credit in Burma. Understanding the different providers currently operating 

in Burma and juxtaposing them to a comparison of different rural credit schemes will help 

inform the design and implementation of the Burmese government’s next efforts in rural poverty 

alleviation.    

 

                                                           
13

 This estimate is provided by UNDP, but the methodology for estimating the demand gap is not available. 
14

 5 International NGOs, 8 NGOs, 41 cooperatives and 23 local companies. 
15

 At the time of the report, the exchange rate utilized was 833 kyats/$1 (IFC 2012). 
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III. INTERVENTIONS TO INCREASE ACCESS TO RURAL CAPITAL  

 

My focus will be to evaluate some alternative rural poverty programs that have been 

implemented in other countries and analyze their relevance to Burma’s rural poverty needs. This 

analysis will be relevant in informing the government’s efforts to alleviate rural poverty and 

diversify Myanmar’s rural economy (Appendix 18 outlines the President’s reforms). Among the 

multiple initiatives outlined in the reform strategy, rural diversification falls under structural 

transformation efforts, with a focus on near and mid-term results. Of particular interest to 

analysts is a comparison of programs designed to increase access to capital. My analysis will 

evaluate and compare three alternative interventions designed to increase access to capital, 

specifically rural microfinance, joint partnership rural credit schemes, and rural credit 

cooperatives. I provide an overview and summary of each of these capital access schemes and 

delve into more specific structural analyses and comparisons through specific case studies of A) 

microfinance programs- government provisioned and NGO- driven; B) the Vietnam and World 

Bank joint partnership and C) German rural credit cooperatives.  

 

RATIONALE FOR PROGRAM SELECTION 

The initial criterion for selecting these three interventions is their shared objective of providing 

rural credit to individuals moderately or severely below the poverty line. These three 

interventions were then singled out given their individual differences in program design and 

structure. Specifically, comparing these programs helped provide different structures based on 

their level of intervention, time horizon/perspective for change, extent of government 

collaboration required, and intended level of impact (see Data section, Figures 5 & 6). 

Furthermore, each of these programs targets a different combination of the key problems in 

accessing credit: asymmetric information, lack of assets for collateral, no established culture of 

repayment and high fixed costs of organizing loans. 

 

Microfinance programs, and particularly BRAC’s NGO-driven program, are the most widely 

applied intervention offered and provided by private and public institutions to offer credit to the 

poor. BRAC, the largest development NGO in microfinance, bases its model on a group lending 

structure, in which community or self-formed groups act as the borrower from the institution and 

make payments collectively. In this way, the social collateral and trust that brings together the 

groups also acts as an enforcement and reliability mechanism. Credit is offered by the MFI, 

which is usually financed by a combination of donations and revenues captured from previous 

loans. My analysis of microfinance addresses only BRAC’s group lending program, partially 

because BRAC’s group lending model is the most common microfinance program structure. The 

specific data analysis in this study focuses on two cases: a sample size of BRAC participants and 

a government-driven microfinance program in Indonesia.  

 

Joint partnerships were selected as possible interventions with different agents and with a 

required contract between an international development organization and the implementing 

government/local institutions. These programs inject capital from external organizations and 

require compliance and collaboration of governments to continue receiving funding. Now in its 

third stage of financing, the Vietnam Rural Finance Project is a current example of a successful 

partnership applied to similar conditions as Burma. Furthermore, given increasing involvement 

and engagement of the World Bank in Burma, this is a very realistic possibility for the country. 
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Evaluations of Rounds II and III (currently in progress) are not currently available, but my 

analysis focuses on Round I because it is the most relevant comparison to Burma based on the 

timing and level of intervention.  

 

Rural credit cooperatives are usually carried out at the township or local level, but require 

broader ecosystem and regulatory support to effect lasting change. Unlike NGO or privately-

driven microfinance programs and joint partnerships, credit cooperatives in this context are not 

connected to an external agency that imposes conditionality on the capital. Instead, these are 

more local and relationship-based organizations that target rural poverty at a different structural 

level. The description of credit cooperatives covers two different examples of German rural 

credit cooperatives and state-driven Chinese versions. In the analysis, Chinese credit 

cooperatives are not very relevant and I focus my analysis on a study of several German credit 

cooperatives.   

 

A. Rural Credit Schemes: BRAC Microfinance and Grants to the Ultra-poor 

Bangladesh Rural Advancement Committee (BRAC) is an international NGO that was founded 

in 1972 after the liberation war as a response to the humanitarian needs of thousands of returning 

refugees
xxxvi

. BRAC was initially successful in rehabilitating soldiers returning from the civil war 

and providing various social and health services in the aftermath of the conflict
xxxvii

. Today, 

BRAC has expanded to six key development programs: economic development, health, 

education, social development, human rights and environment and climate change
xxxviii

. BRAC’s 

broad mission is to “empower people and communities in situations of poverty, illiteracy, disease 

and social injustice [through] interventions [that] aim to achieve large scale, positive changes 

through economic and social programmes [intended to] enable men and women to realize their 

potential” (BRAC website
xxxix

). 

 

BRAC has two main program interventions that target poverty alleviation among the rural poor: 

collateral-free credit and savings via microfinance and asset transfers to ultra-poor households
16

 

via the Challenging the Frontiers of Poverty Reduction Targeting the Ultra Poor (CFPR-TUP) 

program. BRAC microfinance has gradually expanded to cover all 64 districts in Bangladesh 

through collaboration with 293,016 village organizations that work with over 8 million 

members
xl

. BRAC has also expanded its microfinance operations internationally, particularly to 

other post conflict countries such as Afghanistan, Sierra Leone and Liberia. BRAC’s target 

population has been landless rural poor, mostly women, who live below the poverty line and 

suffer from lack of education, disease and malnutrition. The objective of BRAC is to socio-

economically empower individuals who lack collateral for accessing traditional loans by 

providing them with microfinance loans and skills development training. The BRAC 

methodology minimizes the risks of adverse selection by engaging village organizations via 

group lending and trains its clients in various agricultural and entrepreneurial income generating 

activities. 

 

BRAC’s CFPR-TUP program developed because ultra-poor individuals were not included by 

their peers in the microfinance group lending that requires social consent for group participation 

and they comprised 17.5% of Bangladesh’s population
xli

. The CFPR-TUP program functions as a 
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 Ultra poor households are identified via national statistics and defined as people living on less than 35 cents per 

day (BRAC website). 
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stepping stone for clients who do not qualify for traditional micro-finance. The CFPR-TUP 

provides a 2-year grant in the form of an asset transfer (e.g. livestock) and a subsistence 

allowance to ultra-poor households so they can develop their assets in that timeframe. The 

intention is that individuals move beyond survival with their 2-year grants (that includes training, 

health care and community support) under the CFPR-TUP, to accessing microfinance loans.  

 

Advocates of microfinance programs, despite their variability in design, argue that microfinance 

has become a vehicle for moving millions of people, particularly women, out of poverty and 

towards entrepreneurial business activities and economic sustainability
xlii

. Various independent 

and field studies corroborate findings that microfinance clients benefit in multiple global 

measures for poverty alleviation, such as the first six Millennium Development Goals
xliii

. Impact 

studies of BRAC and non-BRAC microfinance programs often include impact measurements in 

the context of the six Millennium Development Goals, which revolve around poverty alleviation 

and human and health development. These studies have also found statistically significant 

increases in household income, health, and economic empowerment
xliv,xlv,xlvi

. BRAC, which is 

one of the earliest and largest providers of microcredit, has been able to continue providing 

services because it continually develops new services around health, education, legal services to 

the poor. One study in Lombok, Indonesia found that 90% of the sample clients increased their 

income by over 100% and moved out of the poverty line
xlvii

. The study in Lombok was a similar 

microfinance program to BRAC’s with a traditional group lending microfinance intervention that 

targeted rural households (80% of the population), of which 40% lived in poverty and 50% 

owned no land
xlviii

. Although my analysis focuses on BRAC’s microfinance programs, there are 

numerous other studies that corroborate these findings on similar micro credit programs. For 

example, a study in Pakistan found that microcredit helps move many out of poverty and relieve 

the severity of poverty for others
xlix

. Another comparative study in Punjab, India found that 

microfinance programs were particularly successful in diversifying rural economies and 

improving the economic situation of many households
l
. BRAC’s evaluation methodology has 

recurrently demonstrated strong impact from loan utilization on social development. A summary 

statistic of various microfinance program profiles is provided in Appendix 19. 

 

The impact of microcredit has also been vehemently questioned.  In their study on maize farmers 

in Ghana, Adams and Bartholomew (2010) argue that the real impact of microfinance is less than 

the promised
li
, and that there are greater economic burdens and barriers on clients due to higher 

than market interest rates
17,lii

. In fact, the most common criticism of BRAC and all microfinance 

programs is the high interest rates to cover costs and offset the risk in taking on riskier clients. 

Other studies have found that microfinance programs do not always have the intended positive 

impact on food security, household expenditures and household assets
liii

. Critics of BRAC’s 

programs, which also apply to all group lending microfinance programs, emphasize the loan 

recovery practices, which can become abusive. Because groups are financially responsible for 

the loan and group members need to pay for any defaulting members, there have been many 

anecdotes that members of a peer group will reclaim personal items in one’s home or business 

when an individual defaults on a payment. Furthermore, when regulatory changes in a country 

cap interest rates for microcredit programs, there may be unintended consequences on the poor. 

In July 2011, when caps on microfinance interest rates were imposed in Bangladesh, the supply 
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 Average nominal on-lending rates have varied over time, ranging anywhere from 11% to over 38% (Morduch 

1999). 
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of lending capital decreased, which resulted in cost-cutting among lenders and decreased lending 

to the poor. As a result of these criticisms, many have argued that microfinance and its benefits 

as a poverty eradication tool have been oversold.   

 

B. Rural Credit Schemes: Joint Partnership Vietnam Rural Finance Project (RF)   

The Vietnam Rural Finance Project (RF) is a joint partnership sponsored by the World Bank’s 

International Development Association (IDA) for the government of Vietnam and the State Bank 

of Vietnam. In 1996 the poverty incidence in rural Vietnam was 85% and the RF was developed 

to encourage and diversify farm household and rural entrepreneurial investments, strengthen the 

banking system’s capacity to serve the rural economy, and increase access of the rural poor to 

finance
liv

. This three-segment partnership with IDA is executed and operated by the government 

of Vietnam (borrower) and the implementing agency the State Bank of Vietnam (implementing 

agency), which includes over 20 rural financial institutions. The RF has provided rural credit 

through three funds: the Rural Development Fund (RDF), the Fund for the Rural Poor (FRP), 

and Institution Building and Community Development
lv

. Given positive collaboration from the 

government of Vietnam and the State Bank of Vietnam and positive program and impact 

evaluations from the first round, the RF is now in a third phase of funding, having received $310 

million to date from the IDA
lvi

. The long-term impacts of the RF have yet to be measured, as 

evaluation reports of the second round have not yet been released and the current round does not 

have a defined sunset date. Although it is possible that the end of the third round will focus on 

gradually extracting capital and withdrawing the program, this decision has profound 

consequences and has yet to be determined.  

 

The RF targets institutional changes as well as the immediate barriers to accessing finance 

through its three discrete funds. Access to finance has been addressed primarily through lines of 

credit in the RDF and FRP. The RDF is a line of short, medium and long-term credit from the 

State Bank of Vietnam through Participating Financial Institutions (PFIs) for household 

investments in agriculture (including fixed assets and working capital). The FRP is a more direct 

line of credit for rural poor managed by the Vietnam Bank for the Poor (VBP) for individuals or 

Joint Liability Groups (JLGs) of poor individuals
lvii

.   One such partnership during Rural Finance 

Project stage II (RF II) has been between the Vietnam Bank for Agriculture and Development 

and the Vietnam Women’s union, in which the women’s Union has set up and managed loan 

groups in the villages.  

 

RF has been continued through three rounds of funding for over 15 years, which speaks both to 

the project’s success and continued realization of intended results. Evaluations of the first round 

and assessments of the second round of funding have found strong job development among rural 

poor, diversified investments in farm and agriculture, increased income for the rural poor and 

empowerment of participating individuals
lviii

. The greatest achievements in developing the rural 

finance system and improving the living conditions of the rural poor were: increased investments 

of rural households and entrepreneurs; extensions of medium and long term financial resources; 

improvements in the banking system’s capacity to serve the rural sector; and increased financial 

services for the poor
lix

. Due to the improvements found from the first two rounds of financing, 

RF III has focused on increasing credit access and economic benefits to rural enterprises and 

households.  
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RF has reported positive outcomes in institutional strengthening and increased access to finance 

but still faces challenges as it enters RF III. RF has to manage a delicate balance between 

increasing access to capital and creating too much systematic dependency on World Bank 

financing. Some critics express most concern over the constraints and limits of increasing capital 

access and skills for the poor
lx

, while others are concerned about the economic dependency that 

has developed over the past 15 years. Although IDA credit only comprised 1% of the total 

formal credit outstanding in Vietnam’s domestic economy (2008), extracting this source of 

capital in the future could have negative repercussions on the individuals and systems that have 

relied on this line of credit.  

 

C. Rural Credit Cooperatives 

According to the International Labor Organization (ILO), cooperatives are defined as nonprofit 

democratic organizations created voluntarily by members with a common goal (1994)
lxi

. The 

following section is an analysis of rural credit cooperatives (RCCs) in Germany and China, 

which, despite their structural differences (outlined below), share a common objective of 

providing increased access to capital to rural poor populations that were often landless and with 

limited financial opportunities. However, both case studies highlight differences in the structural 

design and implementation of an RCC in its goal of achieving sustainable alleviation of poverty 

and diversification of the rural economy.  

 

Germany 

German rural credit cooperatives (RCCs) were first introduced in Germany during the 1850s but 

were extensively formed throughout the early 1900s as local rural organizations intended to 

tackle challenges with rural credit. During the late 1880s, land reform and emancipation left a 

large undercapitalized peasantry that did not have the ability to access traditional loans offered 

by Germany’s existing banks and financial institutions. Expensive credit, a lack of information 

about client profiles, and weak informal alternatives to credit facilitated the growth of RCCs. 

These were established as unlimited or limited liability organizations and were usually 

comprised of a management team, supervision committee and general membership
lxii

. The 

cooperatives charged one-time membership fees, where members became eligible to apply for 

loans. Although deposits were accepted from members and nonmembers, only members were 

allowed to access credit and RCCs usually limited their operations to small, rural areas. Given 

that the scope of individual RCCs was set to small rural areas, the resulting scope of each RCC 

created liquidity and institutional confidence problems. These risks were eventually mitigated by 

the creation of broader rural organizations connecting several individual RCCs.  

 

By 1914, there were 19,000 credit cooperatives that had issued nearly 7% of all German banking 

liabilities and almost never declared bankruptcy. The strengths of this rural credit scheme, 

particularly among a population with high need, were efficiency gains (over traditional banks) 

resulting from increased information about borrowers, enforcement power (local and community 

reach), and increased development of local financial infrastructure and business opportunities 

(given communication among individuals and farmers)
lxiii

. RCCs were able to directly overcome 

asymmetric or inexistent information about poor borrowers and therefore fill a much-needed gap 

in financing opportunities for the rural poor.  
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Despite these benefits, German RCCs were also criticized for having limited capacity for 

institutional change, particularly in making regulatory change in the formal ecosystem. Given 

their narrow operational scope that deliberately worked at the local level, effecting changes in 

regulations or financial institutions became more difficult. This narrow operational scope also 

became a challenge in scaling the RCCs across the country at manageable costs and in a 

coordinated fashion. German RCCs also had implementation flaws due to rationing and selective 

inclusion of grant loans (not all members were awarded loans and only members that were 

allowed to join could access credit)
lxiv

.  

 

China 

Chinese RCCs were created in the 1950s as township level financial institutions to provide rural 

credit. RCCs were established as independent legal entities and profit centers
18

 that provided 

deposits, loans to clients, and a means to save
lxv

. Currently, RCCs exist in almost every rural 

township in China, but even as of 2000, there were over 37,000 RCCs that managed 12%-13% of 

total savings deposits from all financial institutions in China
lxvi

. RCCs have proliferated in 

number because they are supported and backed by the government. RCCs that currently exist in 

the rural economy are legal financial institutions that offer short-term credit to poor households 

with limited financial capital and low or no assets. Given government regulations, Chinese RCCs 

have a ceiling lending rate of interest for RCC members repaying loans and are able to provide 

credit ratings for rural households through their short-term loans
lxvii

. These RCCs have 

counterbalanced challenges of limited information (lack of credit history or asset ownership) 

about its clients by sending a credit rating taskforce to evaluate individuals and offer a credit 

certificate with a specific credit limit. Of RCC lending in China, 80% of deposits have been from 

rural households and 40% of the loans have been dedicated to agriculture. Since the 1950s, 

RCCs have had widespread growth in rural China, where they have gradually developed a credit 

rating system for borrowers and individuals without credit histories.  

 

The local scope and legal status of the RCC have also enabled it to enforce loans and manage 

clients more closely (if a household fails to pay a loan, it is no longer a part of the RCC and 

receives a poor credit rating). In 1996, RCCs were separated from the Agricultural Bank of 

China (ABC) and were placed under the regulatory supervision of the People’s Bank of China 

(PBC). The PBC and RCCs worked together to tackle the challenges of nonperforming loans and 

financial losses suffered by RCCs by incorporating new programs and adapting the activities of 

the RCC to the identified needs. The two reforms that were instituted as part of the RCC 

structure were the incorporation of a low-interest microfinance program (lending provided by the 

PBC) and the execution of a pilot program on partial interest rate liberalization. Although 

dubbed as a microfinance program, this credit program was not a traditional microfinance 

program, but offered short-term loans with a ceiling on the lending interest rate. The pilot 

program on partial interest rate liberalization granted the RCCs the exclusive right to float their 

deposit rate by up to 30% around the official base rate and their lending rate by up to 70% 

around the base lending rate. The objective of this reform was to help RCCs achieve financial 

sustainability RCCs and increase their ability to retain rural funds in local areas.  

 

The formal recognition of Chinese RCCs in the banking system has facilitated the development 

of a cooperative ecosystem, with more local reach through savings and credit stations at the 
                                                           
18
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village level and greater potential for institution-building through the higher level RCC unions. 

The affiliation of RCCs with the government has also enabled the continuous improvement of 

RCCs in conjunction with regulations and the formal banking system controlled by the 

government. Despite and partially as a result of this formal integration, RCCs face many 

challenges. Policy makers in China have continued to implement change and reforms to RCCs in 

an effort to have institutions that can adapt to changing economic conditions and customer needs. 

This government involvement in RCCs has also resulted in a banking sector that has preferential 

treatment for RCCs and is not diversified enough to reflect the social and economic needs 

throughout China. Because RCCs are also controlled by the government, they often have weak or 

limited governance and low control over its own members. The designation of RCCs as for-

profit entities and the social mission also conflict, given ambiguous and at times misaligned 

objectives. Critics of China’s RCCs also highlight that they are coercive and have inflexible rules 

(members cannot quit the cooperatives), are vulnerable to moral hazard given their soft budget 

constraints, and struggle with sustainability because most RCCs have negative equity.  

 

IV. DATA AND METHODOLOGY 

The following section draws on specific program data obtained from the interventions outlined in 

the previous section. In my data analysis, I seek to organize and systematically structure 

qualitative information about each of these programs in order to inform the strategies and 

interventions for rural poverty alleviation in Myanmar. The analysis of these programs is 

comprised of three sections: i) a comparative table of the structural design and impact of each 

intervention, ii) logic models that systematically dissect program components, and iii) an 

assessment of risks, benefits and challenges as they relate to impact.  

 

Four specific case studies were selected for this analysis: two sample groups from microcredit 

programs in Indonesia and Bangladesh, the evaluation of round one financing for the joint 

partnership between the World Bank and Vietnam, and a collective survey of various German 

rural credit cooperatives. A brief summary of the specific data sets on the microfinance studies is 

provided below (Table 2). The other two analyses are based off existing evaluation reports and a 

historical study from the Vietnam Rural Finance Project and German RCCs, respectively. These 

four studies were selected given their differing designs, programmatic implementations and 

challenges/risks, to represent a mix of rural credit interventions that will help inform the 

recommendations and guidelines for Burma’s rural finance strategy. By mapping out each of 

these programs and comparing them, I seek to more systematically understand the design of 

these interventions and their relevant pros and cons in informing Burmese rural poverty 

alleviation.   

 

Selection of Microfinance Interventions 

The two studies selected for microfinance interventions are two discrete village-level studies that 

offered micro credit to women’s groups and rural villages in Indonesia and Bangladesh, 

respectively. The key difference between these two interventions is that the program in Indonesia 

was led and managed by the Government of Indonesia and Bank Rakyat Indonesia, while the 

study in Bangladesh was a purely NGO driven program led by BRAC.  

 

Panjaitan-Drioadisuryo and Kathleen Cloud conducted a study of the Small Farmers 

Development Program (SFDP) in Indonesia in 1999. The SFDP was created by the government 
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PROGRAM OVERVIEW

Program Duration/Cap

Cycle Duration (per 

client/individual/HH)

Intervention type

Ceiling/Caps for 

Participation per HH 

(time/$)

Participation level 

(state/city/town)

Process of capital flow to 

recipient

Metrics for inclusion

Membership Fee

RESEARCH EVALUATION

Study methodology

Treatment Group Control Group Treatment Group Control Group

Group composition
121 randomly selected participating 

women

94 randomly selected non-

participating women (similar profiles 

but living in neighborhoods that do 

not offer the program)

208 randomly selected individuals 

with 3+ years of participation with 

BRAC microfinance

Starting profiles of participating 

individuals

Age 20 to 59 years 20 to 59 years N/A N/A

Average Education 1.68 years(>50% no schooling) 1.84 years N/A N/A

Land Holdings 0 to 7.5 acres (~50% no land) 0 to 7.5 acres (~50% no land) Predominantly landless Predominantly landless

Household size 2 to 11 members (average 4.59) Slightly larger than treatment 3 to 5 or 6 members 3 to 5 or 6 members

Microcredit_Indonesia Microcredit_Bangladesh

Microcredit_Indonesia Microcredit_Bangladesh

Credit and business development training for women living below the 

poverty line in rural Indonesia (working in agriculture, fishing, home 

N/A

Yearly cycles 

$34 per member year 1, $75 year 2, $140 for years 3&4 (all members receive 

equal shares)

Group level lending (8-16 individuals)

Group formation and loan approval by program, loan disbursed by BRI

No cap

Yearly cycles (or within 1 year)

Credit and project-specific loans (eg. house building) to landless people 

living below the poverty line. Training courses offered to villlage 

Loans ranging from Tk. 1,000-10,000 ($15-$145). Other house building loans 

that are repayable in more than one year

Group level lending via village organizations

No

Interviews
Semi-structured questionnaire (quantitative and qualitative), 

supplemented by secondary data

No

Social collateral

Group formation by villages and loan approval by progrma, loan disbursed 

and managed by BRAC

Collateral free

of Indonesia and several international organizations
19

 in 1990 to target women in poor 

households that work in agriculture, fishing, home industry and trading
lxviii

. The Program was 

modeled as a micro credit program to provide credit and business development training to 

women who, due to their landlessness and lack of assets, were barred from other formal financial 

markets. In 1990, 80% of Indonesia’s population was concentrated in rural areas and the SFDP 

was specifically targeted at the 19.5 million farm households, of which 40% lived in poverty.  

The program evaluation employed Lombok as a case study.  Lombok is an island mainly based 

on fishing and farming, and interviews were conducted with a treatment group (121 randomly 

selected women who had received credit at least one year prior to the interview) and a control 

group (94 randomly selected low-income women in the same villages but in neighborhoods 

where credit was not offered).  

 

Mohammad Hossain (2012) conducted an impact evaluation of over 200 randomly selected 

individuals that participated in BRAC’s rural microfinance program for over three years. In this 

study, the only control group for evaluating the impact was the starting baseline profiles of the 

individuals that participated in the program. Given the sheer size and number of clients of 

BRAC’s operations in Bangladesh, the average data to which Hossain compares his treatment 

group are a representative sample of the profiles of the rural poor in Bangladesh. However, his 

study lacked a direct control group by which to measure the direct impact.  
 

Table 2. Overview of Microfinance Intervention Studies 
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OVERVIEW OF ANALYSIS SECTIONS 

 

i) Design and Structure of Program Interventions  

My first analysis will be used to compare the structural features and intended impact of each of 

these interventions at a high level. Based on qualitative evaluations of each of these programs, I 

identify five high-level categories that highlight the key differences and structurally important 

features that differentiate each of the programs from one another. Utilizing a basic ordinal 

ranking of weak positive, positive and strong positive (Figure 1), I identify where each program 

interventions is relevant in the following categories, based on program descriptions and 

evaluations: 

 Level of intervention (the prioritization of impact level in the design of the program) 

o Global 

o National  

o Regional 

o Local 

 Time horizon perspective (all three refers to ongoing impact) 

o Short-term 

o Mid-term 

o Long-term 

 Extent of country government collaboration required, based on program description and 

any references to government collaboration/regulation 

o Low 

o Medium 

o High 

o Optional 

 Intended level of impact 

o System 

 Institutional ecosystem (banking sector and regulatory environment) 

o Household/Individual 

 Financial 

 Material Improvements to the Household 

 Social Empowerment 

 Employment 

 Gender Equalization 

 Challenges overcome in accessing rural credit 

o Asymmetric information 

o Low asset ownership/lack of collateral 

o No culture of repayment 

o High fixed costs of organizing a loan 

 

ii) Logic Models  

Building off the program descriptions and evaluations in Section III, I then break down each of 

these interventions into their logic models
lxix

 to map out the resources, activities, outputs and 

outcomes (short, mid, long) and compare them to one another. Logic models are a tool often 

used by managers and program evaluators to assess the effectiveness of a program. By 

graphically mapping out a program into its different components in a flowchart, logic models 
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help clarify the causal relationships among the elements in a program, to evaluate different 

stages of a program and also refine implementation
lxx

. In addition to identifying causal 

relationships between different factors and stages of a program, logic models can also identify 

and separate the factors that are outside the control of program staff but still impact program 

design and implementation. Understanding the resources and activities that are required for each 

program is important in informing the design of any program intervention at its conception. 

Furthermore, realizing the connectivity between inputs and outputs as well as outcomes helps us 

understand the program interventions, as well as apply a methodology for designing and 

evaluating Burma’s own intervention.   

 

iii) Assessment of Impact, Programmatic Risks and Benefits, and Key Challenges 

Additionally, I assess each of these interventions through an evaluation of their reported impact 

(including designated program effectiveness metrics), key challenges, and distinctive program 

risks and benefits. This section is the follow-up to design and organization of program 

interventions, as it helps assess the effectiveness of each program during or post-implementation, 

as well as identify challenges, risks and benefits that distinguish each program.  

 

V. ANALYSIS AND DISCUSSION 

 

i) Design and Structure of Program Interventions  

 

Summary of Findings in Comparing Program Design and Structure 

The five studies and programs that were analyzed were categorized into their structural 

equivalents: micro credit (NGO-driven and government-provisioned), joint partnership (between 

a national government and international NGO), and RCCs (locally-driven and government-

affiliated). By extracting these programs to their structural designs I was able to understand the 

core design and objectives of each of these programs across five key dimensions: level of 

intervention, time horizon perspective, extent of government collaboration required, intended 

level of impact, and credit access problems overcome by the programs. Although no one 

program formula can be extracted, this analysis begins to illustrate some of the key design 

factors that affect the success of each program.  

 

A key takeaway from this analysis is that for each structural dimension analyzed, different 

tradeoffs occur in programs, such that no one program can exclusively and successfully impact 

everything. As such, a combination of different features of the programs or different specialized 

programs may be more effective in targeting multiple levels of intervention, time periods, credit 

access problems or impact. Government collaboration is particularly important, as engaging 

governments may facilitate partnerships and support (particularly in resources and expertise) 

from other organizations (e.g. international organizations) and opens venues for systematic, 

national change. However, designing a program whose success depends on government 

collaboration or provision is risky, particularly as government administrations change and 

political priorities may take precedence over the program objectives.  Furthermore, although all 

the programs target and combat asymmetric information, lack of assets/collateral and cultural 

barriers to payment, not all of them minimize financial barriers to organizing a loan.   
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Level of Intervention (Figure 1) 

The first section comparing the program structures addresses the level of intervention, spanning 

from global to local. Assignations of weak positive, positive or strong positive were made 

comparatively within a program, such that they key level of intervention received a strong 

positive and the weakest intervention level received the weak positive (no intended level is 

blank). In comparing micro credit lending schemes, the NGO-driven micro credit and the 

government-provisioned micro credit, the key differences were in the prioritization of national 

intervention versus local intervention. While both the NGO-driven and government-provisioned 

options target strong regional intervention, NGO-driven programs have a greater focus on the 

local networks and local needs. With joint partnerships between a national government and an 

international NGO, there is intervention at each level, from global to local. Given the objectives 

of this specific development partnership, the strongest intervention is seen at the national and 

regional levels, such that the local development is useful towards that objective (but not always 

the key prerogative). Global intervention is positive particularly for the international NGO (in 

this case the World Bank), as the program falls within a greater portfolio of global economic 

development and poverty alleviation. Finally, despite their broad similarity in structure, the 

RCCs that are locally-driven are quite distinct from those that are government-affiliated. While 

locally-driven RCCs are aimed at strong local and regional development, government-affiliated 

RCCs are strongly connected to government administrations and therefore have a vision for 

national change. As with the joint partnership, local and regional interventions are useful as 

much as they contribute to the national agenda of government-affiliated RCCs. 

 

Perspective & Extent of Country Government Collaboration Required (Figure 1) 
In comparing the time horizon and perspective of each program, similar assignations of weak 

positive to strong positive were made within a program. The perspective (short-term, mid-term, 

and long-term) is important to understand in the context of government collaboration as an 

important factor of program success. Across the programs, the role of government and the time 

horizons of government administrations were crucial in determining the duration and risks of 

each program. All five programs addressed short, mid and long-term perspectives, but to varying 

degrees. Micro credit lending programs targeted immediate impact in the short-run and more 

permanent and long-standing support, precisely because they do not have a clear termination date 

or exit strategy. The key difference between the NGO-driven and government-provisioned micro 

credit programs was in the mid and long-term, primarily due to the government affiliation that 

could jeopardize continuity of the program with changing administrations. This risk of changing 

administrations is also relevant to the joint partnership scheme, particularly as full government 

collaboration is required for continued project success and the delivery of services is impacted by 

regulatory changes (or constraints). Joint partnerships target long term systemic change, but are 

also project-based and usually accompanied with an intention to exit. Despite this, the Vietnam 

RF has continued the same project across multiple series of funding and over many years. Given 

that the partnership takes longer to set-up and implement, the short term gains of such a 

partnership are less evident and more impact is observed in the mid-term. RCCs, more than 

micro credit and joint partnerships, are vulnerable to risks of government control. RCCs need 

regulatory support and government collaboration to continue existing and in order to effect 

change. Both locally-driven and government-affiliated are weak positive in long-term 

engagement due to sustainability challenges and vulnerability to transitions in government, 

respectively. The sustainability challenges that threaten locally-driven RCCs also jeopardize 
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their ability to make short-term change, due to a lack of resources and infrastructure. Once RCCs 

are set up and organized, their key impact and time horizon is effecting change in the mid-term. 

Despite this, government-affiliated RCCs are constrained by their ability to effect quick change 

and their need to focus on immediate impact given government transitions.  

 

Intended Level of Impact (Figure 2) 

This section identifies the level at which impact occurs in each of the programs, from systematic 

change (changes to institutions including government, the regulatory environment and credit 

service ecosystem) to household improvements across five areas: financial, material 

improvements to the household, social empowerment, improved employment (actual and 

opportunities), and gender equalization. Assignations of weak positive, positive, and strong 

positive were made based primarily on the intended impact in the design of the program. 

However, some of these evaluations were also modified to include some consideration of key 

issues that came up throughout the implementation of these programs.  For example, a positive 

mark for one category may signal the middle-ground between a strong intended impact and less 

positive impact realized. The assessment of impact of each of these programs is discussed in 

more detail in this section, particularly because it is important to understand and highlight some 

of these challenges of realizing intended impact. More specific challenges are detailed in Figures 

3b, 4b, 5b, and 6b.  

 

Each of these programs has intended or actual impact on each dimension, except for locally-

driven RCCs that did not have any specific gender component. Although each program is 

designed with the objective of alleviating poverty, financial household impacts were not 

necessarily as strong in locally-driven RCCs due to difficulties in implementation, the 

aforementioned risks of dependence on governments for delivery of services, and challenges of 

selective inclusion and rationing.   

 

Both NGO-driven and government-provisioned micro credit programs strongly impact every 

dimension of households, but vary in effecting institutional change. Although NGO-driven micro 

credit programs seek to improve lending mechanisms at an institutional level and they also stand 

to benefit from improved banking systems for the poor, targeting change at the ecosystem level 

is not the primary impact objective of these programs. On the other hand, when a micro credit 

program is provisioned by the government, change at a systematic level becomes more important 

and a direct target. Similarly, with joint partnerships, the strongest priorities are in institutional 

ecosystem changes (given the direct collaboration with national governments) and household 

improvements (given poverty alleviation objectives that are at the core of the project design).  

Joint partnerships, if successful in project implementation and delivery of services, are able to 

(but do not necessarily) impact the remaining four categories: financial, social empowerment, 

employment, and gender equalization. The greatest variation in impact was seen between locally-

driven and government-affiliated RCCs. Locally-driven RCCs were designed as programs to 

target poverty by increasing financial security, household material resources and employment for 

local townships. Although social empowerment was intended for individuals who managed the 

townships as well as members of the RCC, selective inclusion sometimes minimized broad social 

empowerment for all the poor. Furthermore, as these German RCCs grew and expanded, they 

were able to build better infrastructure for the credit landscape and contribute to policy 

conversations. 
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Problems of Credit Access Overcome by the Program Intervention (Figure 2)           
This section delineates four common credit access problems and identifies the extent to which 

each program is able to overcome each specific barrier: asymmetric information (lack of 

information of rural poor or weak data systems on lending history of target population), lack of 

assets and collateral (greatest barrier to accessing traditional finance), weak culture of repayment 

(and general cultural barriers to accessing and managing traditional credit), and high fixed costs 

of organizing a loan.  

 

With the exception of micro credit programs, each program targets all four issues, but to varying 

degrees. Both NGO-driven and government-provisioned micro credit programs effectively 

targeted problems of asymmetric information, lack of assets and weak culture of repayment. 

Specifically with the group lending methodology, social collateral offsets the lack of information 

and assets for the target population of these programs. Furthermore, the group dynamic and 

regular engagement between the borrower and the program have resulted in traditionally strong 

repayment rates. However, one of the greatest criticisms of micro credit programs comes from 

the high interest rates (even though they are spread over the loan period) charged on the loans, 

which work against minimizing the financial barriers of accessing credit (and future potential for 

increasing credit elsewhere). With joint partnerships, even though these poverty alleviation 

programs are the core objective, the structural arrangement with national government takes 

precedence, such that the greatest contribution of this program to the key credit access problems 

is financial capital to offset the financial barriers to accessing credit. All the other dimensions- 

asymmetric information, lack of assets, weak repayment culture- are managed because the 

programs are targeted specifically at the poor and managed for them. The benefit of a partnership 

with a large international NGO is that the traditional routes for accessing finance are less 

relevant because financial support from the NGO is earmarked for specific purposes and 

individuals. Both locally-driven and government-affiliated RCCs are very effective in targeting 

asymmetric information, a weak culture of enforcement and the high fixed costs of accessing 

loans. Because RCCs function on a township level, they are able to manage more personal 

information and have contributed to the creation of a local system of data on users. Additionally, 

this localized area of control has afforded RCCs very strong enforcement capabilities, because 

members pay a fee to join the RCC and have explicit legal commitments to the RCC. Social 

shaming and fear of social exclusion also contributed to strong repayment in RCCs. However, 

RCCs were lacking in minimizing the barriers of lack of assets for collateral: different RCCs had 

different criteria for providing membership (and therefore access to loans), but very severe 

poverty or other factors often played into selective inclusion of members. 
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ii) Logic Models (Figures 3a, 4a, 5a, 6a) 
To complement the structural analysis of each of the programs, this section breaks down each 

program into its core components using logic model methodology. By dissecting each program 

into the tangible and immaterial inputs that are required to carry out the program, we are able to 

understand how each resource contributes to the maintenance of the program and the realization 

of its objectives in the short term and longer term. This analysis is useful in further 

understanding how to structure a program, but more importantly evaluate a program’s 

performance over time. The remainder of the analysis omits the fifth program, government-

related RCCs from China, that were analyzed in the previous section given their decreased 

relevance to Burma and the country’s rural poverty alleviation objectives. Government-affiliated 

RCCs are less appealing and relevant for Burma given their exaggerated dependence to the 

government, strong conflicts of interest (government delivery of services and political priorities 

that often take precedence to the social mission), weak implementation, sustainability challenges, 

and limited impact on household improvements to the rural poor. Despite their title as RCCs, the 

government affiliated Chinese RCCs in this study are very different from traditional RCCs that 

would be relevant for Burma’s poverty alleviation objectives and context.  

 

Summary of Key Similarities Across Programs 

The four programs that were compared using the logic model methodology shared many 

similarities in resources, activities, outputs and short-term outcomes. Part of this strong overlap 

is due to the careful selection of relevant programs, which were all introduced to similar 

environments as Burma’s: high rural poverty, fragmented society and services, weak rural credit 

infrastructure, strong need for access to rural capital, and poor human development. This need 

for financial support, trained expertise (human resources to carry out programs and manage the 

program), and institutional ecosystem support is therefore reflected across all programs in the 

resources necessary to launch and execute the programs. Due to limitations with access to rural 

populations, programs that were not necessarily located in rural areas also included resources to 

schedule visits to rural sites.  

 

In program implementation, four key requirements were observed in the delivery of services: 

socialization and process for developing and capturing participation, continued operations and 

execution of the program, monitoring and evaluation, and complementary services around 

human development objectives. Particularly given the low education among the target population 

and low information about borrower profiles, utilizing community connections to establish 

participation was crucial to program uptake. Once programs are initiated, staff have to 

continually invest time and resources to continue receiving more clients as they also focus on the 

current clientele. As such, monitoring and evaluation become crucial to understanding the impact 

of the program, as well as critically evaluating changing needs or weaknesses of the program (to 

allow for additional customization to specific population needs). Finally, all programs shared 

overlapping measurement criteria to assess social impact metrics (e.g. human development, 

decision-making power in the household, health, education) beyond access to rural credit.    

    

Outputs and short-term outcomes for the four programs focused on continued program execution 

as well as quickly increasing access to capital. Given the urgent need for capital among the rural 

poor and target populations of each of these programs, being able to deliver capital in the short-

term is very important. To varying degrees, each of these programs focused on the short-term 
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objective of moving people away from the poverty line and effecting change on 

individuals/households as well as in the rural credit infrastructure and landscape.   

 

Summary of Key Differences Across Programs 

Despite overlapping inputs across the programs, there were also structural differences that were 

observed across the programs in resources, the nature of the activities and short-term outcomes. 

However, the greatest differences across the programs were observed in the intermediate and 

long-term outcomes, in large part due to results in the differences in the design and objectives of 

programs. Most of these differences were in the realms of: human capital development, structural 

and ecosystem changes to the rural credit sector, and national development.  

 

While all programs needed direct financing sources for operations, microfinance programs were 

less dependent on large sources of capital (since loans eventually finance themselves and the 

NGO-driven program had existing resources) and the joint partnership was dependent on 

tremendous financial resources that were injected into local economies. RCCs were different 

because they were partially sustained by membership fees and their local community 

empowerment objectives did not require competitive financial remuneration for the management 

team. However, given the lack of a strong source of financial support and the smaller portfolios 

of loans given their local nature, RCCs often suffered challenges from weak financial 

sustainability. The level at which the programs operated also determined the balance of 

activities, such as the NGO-driven micro credit program and RCCs had more on the ground work 

with building groups and bringing in participants. On the other hand, joint partnerships are 

coordinated at a higher level, such that the Participating Financial Institutions were deploying the 

loans to individuals but activities were more heavily weighted to establishing and monitoring the 

partnership.  

 

Observed and intended intermediate and long-term outcomes highlighted more differences across 

the programs, particularly in their effects on human capital development, structural and 

ecosystem changes to the rural credit sector, and national development. Of the four programs 

observed, the two micro credit programs were the only ones that explicitly targeted gender 

(women’s program for SFDP) and human development (via training workshops with BRAC) by 

bundling services with the loan. As a result, these two programs had more observable and 

measured results on improvements in decision-making, health awareness, and education.  This is 

partially an outcome of direct measurement of these objectives as well as the outcomes of direct 

objectives explicitly stated in the programs. These changes were designed to accumulate to 

system-level changes that improved national development in human resources and human capital 

(including food security, housing and nutrition) as well as rural credit infrastructure (more 

information about borrowers and diversification of the rural economy) (Figures 3a & 4a). The 

major difference between the NGO-driven and government-provisioned micro credit programs 

was the direct engagement of the government, which increased the priority for national change 

and quicker results. Another implicit difference in BRAC’s NGO-driven program is the extent to 

which the program, given its longstanding history and varied applications, is able to adapt 

continually to the changing needs of local populations.  

 

In contrast to the explicit objectives set for micro credit programs, the joint partnership between 

the World Bank and Vietnamese government targeted more systematic change, such that the 
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intermediate outcomes and long-term outcomes were evaluated at this level, rather than the 

household level (Figure 5a). As mentioned previously, RF is currently in its third round of 

funding and results of the second round of funding have not yet been released. However, positive 

evaluations of the program but a continued need for funding have facilitated additional rounds of 

funding. Although the measurement of individual household changes was completed based on 

increased access to finance and employment, other equally important impacts on human 

development were not extensively evaluated. However, the strengths of such a large-scale 

program with significant financial resources and institutional support are: continued provision of 

resources, financial institution building in creating infrastructure and developing policy, and 

longer-term national improvements in human capital (at the aggregate level).  

 

Given the localized work and scope of RCCs in Germany (Figure 6a), the greatest impact was 

observed at a township level. Unlike micro credit programs, RCCs did not have an explicit 

human development objective, such that the measurement of many those outcomes is not readily 

available to even the RCCs. Local RCCs reported positive impacts on increasing financial 

stability and credit to their rural populations, but this effect was varied given the program’s risks 

of selective inclusion and credit rationing. The strongest intermediate and longer-term outcomes 

that were observed for locally-driven RCCs was increased local capacity building among 

volunteers and the improvement of the local rural finance infrastructure. In the best of 

circumstances, many of these local townships were able to aggregate to larger change given that 

there were more opportunities for engaging in policy dialogues for regulatory reforms. However, 

the majority of local RCCs were often constrained to their local environments and challenged 

with sustainability issues.  
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*Note: Specific Study Results and Data for BRAC are provided in Appendix 20. 
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iii) Assessment of impact, risks/benefits, and challenges (Figures 3b, 4b, 5b, 6b) 
The final analysis of the programs focused deeply on the actual performance of programs in 

order to further understand challenges, unique strengths, and specific risks inherent to each. 

Based on the previous analyses, this section aggregates information into important reminders and 

benchmarks for Burma’s program interventions. Given differences in the selection of impact 

metrics utilized in the four programs, it is important to separate and simultaneously assess 

program efficiency metrics as well as impact (in the realization of the objectives of the program), 

as the latter was less concrete and detailed in the Vietnam RF joint partnership. Assessing 

program efficiency and efficacy is important in continually adjusting programs and strategies and 

enabling them to become more flexible and adaptable to changing circumstances. Additionally, it 

is important to incorporate metrics that account for the quantifiable results as well as less 

concrete but equally important outcomes in human capital and human development. Given the 

national importance of improving gender and education inequalities, directly measuring and 

tracking these are even more necessary. 

 

Key Challenges & Risks 

The key issues that posed challenges across the four programs were: incomplete information, 

implementation risks, misaligned incentive systems and limited adaptability of programs. 

Although each of the programs targeted the four key credit access problems identified (section i), 

low information continues to challenge the development of information systems, rural credit 

infrastructure and general industry-wide measurement parameters.  As such, programs that 

collaborate with governments and aim for more structural change are able to gradually contribute 

to building information systems and collecting data.  

 

The four key implementation risks identified in the programs were:   

1. Challenges scaling localized targets to national schemes 

2. Unintended exclusion of target population individuals 

3. Inconsistency of results, efficacy or enforcement 

4. Cultural barriers 

Scaling programs is particularly challenging given the resource-intensive process, but also 

because government support can be beneficial at that same time that it may be risky during times 

of political uncertainty. A virtue of all of these programs is that they seek to address intervention 

at the community and/or local level, which allows for better customization and understanding the 

needs of specific populations. However, in expanding these programs across the country and in 

seeking policy/system-level changes, low resources, weak relationships or inefficiency can 

become barriers to scaling rural poverty alleviation programs. Selective inclusion of clients was 

pervasive across all programs, as RCCs are vulnerable to biases of personal connections of those 

in management and the group lending micro credit programs could easily exclude individuals 

with bad connections or no personal contacts. Similarly, given the large scale of joint 

partnerships and inconsistent practices across the multiple financial intermediaries providing 

loans, unintended exclusion of the target population is possible. As such, incorporating metrics 

and processes for reaching out to and incorporating individuals to programs is important for 

consistency as well as for scaling these programs. This lack of established processes and metrics, 

particularly in RCCs and joint partnerships, contributed to inconsistent results in some areas. 

Finally, although all four programs targeted cultural barriers of weak repayment, the manner in 

which the problem was targeted varied. While some critics of the micro credit programs are 
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skeptical of loan collection practices, evaluations of RCCs found that coercive measures were 

taken to collect loans in some townships.  

 

Across all programs, the incentive systems in the regulatory context were strained, as different 

policies (such as ceiling rates) ultimately decreased the willingness of institutions to lend capital 

to an already risky profile of borrowers. Similarly, the incentives for for-profit RCCs and their 

objectives for improving access to rural credit often resulted in coercive power and credit 

rationing. As such, understanding the cycle of impact from external factors and programmatic 

design on the objectives of the program is crucial: programs must be nimble enough to react to 

changing needs (in the population) or circumstances (regulatory or political landscape) without 

mission drift.  

 

Finally, given the amount of material and financial support required for each of these programs, 

all four interventions carried risks of creating dependence on the program. Limited adaptability 

of the programs refers to the risk of creating individual and/or institutional dependency among 

the target population on the services offered by each program. Given that each of these programs 

was incorporated into countries with underdeveloped financial infrastructure, breaking out of the 

program became even more difficult. With microfinance, the greatest risk is that borrowers use 

micro credit loans to pay off other loans or those who successfully stay in the program depend on 

those loans and are not able to fully move away from poverty. In joint partnerships, the 

individual risk for borrowers also exists, but the greater risk is the dependence of the Vietnamese 

rural finance system on the capital injected by the World Bank. One of the greatest challenges is 

the exit strategy for the World Bank, because any improvements may be jeopardized if no deep-

rooted systemic change has actually been achieved. Extracting the capital that has financed a 

large portion of rural finance in Vietnam will create a tremendous gap in rural credit services. 

Finally, RCCs also run the risk of creating dependence for those who are able to access the loans, 

but this program was particularly challenged by financial sustainability problems.  

 

Distinct Programmatic Strengths 

Micro credit programs, both NGO-driven and government-provisioned, were particularly 

powerful given their direct on-the-ground implementation and dual objectives of increasing 

access to finance and improving people’s livelihoods. With the government-provisioned 

program, there was a specific target on providing access to finance and human development 

programs to women, which resulted in strong improvements in household income, gender 

equalization in household decision-making, health and education. Another potential benefit of 

government engagement in providing microfinance services is a deeper understanding of cultural 

barriers to repayment, which may inform the design of more customized and relevant services. 

Similarly, with BRAC’s NGO-driven program, the strong focus on providing capital and rural 

opportunities translated into positive impacts on household financial stability and diversification 

of the rural economy. The benefits of an NGO-driven program, as mentioned previously, are the 

ability to scale given the expertise of the organization.  

 

The joint partnership in the Vietnam RF with the World Bank was particularly distinctive in 

targeting systemic change in conjunction with rural poverty alleviation objectives. The benefit of 

the World Bank’s financial support is the direct engagement of the government (and 

participating financial institutions) in the delivery of the services as well as in the improvement 
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of the regulatory environment. This way, the joint partnership has been successful in continuing 

financial support for nearly 15 years and targeting institution building for improved access to 

credit and stronger financial institutions.  

 

The greatest strengths of RCCs beyond immediate access to rural capital are the local community 

and political empowerment prospects, enforcement capabilities, and design flexibility. Given the 

leadership opportunities for volunteers in RCC management and the potential to connect with 

other RCC townships, this program was distinct in placing change directly in the hands of 

recipient populations. Given that these RCCs were usually within townships and among 

communities familiar with one another, their ability to enforce loans and ensure repayment 

(towards changing cultural barriers) was significantly stronger. Finally, given the localized scope 

of each RCC, their ability to adapt to changing needs and function as intermediaries (in rural 

finance as well as in policy conversations) creates a very customized and local program of 

change. 
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VI. DISCUSSION AND CONCLUSION 

In the short to mid-term, Burma’s program should target regional and local development, in 

order to gradually scale services and effect more systemic change over time (Figures 7 & 8). At 

this point, Burma’s rural poor have a greater urgency for direct capital and providing this, in 

conjunction with training and other human development trainings, is the first priority. As 

different metrics for program efficiency and impact are incorporated (Figure 10), the country will 

be able to expand short and mid-term priorities to more systematic and permanent improvements 

(Figure 9). As with the other four programs, Burma’s program intervention needs to prioritize 

major facets of household impact and be designed to work around the four key credit access 

problems: asymmetric information, low assets, weak culture of repayment and high fixed costs to 

accessing loans. Currently, the microfinance services offered in Burma, and particularly in rural 

Burma, do not effectively combat these four credit access problems in a comprehensive manner.  

 

Burma’s rural poverty alleviation strategy, particularly as it relates to increasing access to rural 

finance, should be phased into a short to mid-term strategy and a simultaneous long-term 

strategy. The short-term focus needs to provide robust credit services and training (around 

empowerment and education) to rural areas. The second phase of this strategy, which will build 

off the first component, is aimed at more sustainable and systemic change to the regulatory 

environment and rural finance landscape, so that the rural poor can move away from financial 

support to financial independence and rural diversification. In order to do this, Burma’s program 

should blend international NGO partnerships with microfinance programs that are coordinated 

by the government and inject local knowledge to customize services to local needs.    

 

Of the distinct rural credit interventions analyzed, Burma should blend NGO-driven 

microfinance programs with joint partnerships between the national government and 

international NGOs. At this time, the government should not be a direct provider of services, but 

rather the government should be the engine coordinating each of these parts and the leader 

facilitating the regulatory and policy changes. Particularly given Burma’s tumultuous political 

past, establishing more rule of law through a government partnership with an international NGO 

will not only increase the government’s credibility (with civil society and with the international 

community), but more importantly minimize the risks associated with  independently combating 

rural poverty. Financial and programmatic support from an international NGO will provide 

resources (material and human) required to design and implement programs. The challenges in 

this partnership will be managing any objectives or strategies that may not completely align with 

those of the international NGO. However, starting off with this high-level compromise early on, 

and in conjunction with microfinance services, will also facilitate longer-term change towards 

building better rural finance infrastructure and creating system improvements.  

 

The government should also be directly and regularly engaged in establishing rural microfinance 

programs from established international programs, particularly BRAC. In the form of a 

partnership, the government should invite a large microfinance provider under a collaborative 

scheme that enables the government to evaluate and modify the microfinance program to 

Burma’s specific needs. These microfinance NGOs should be granted independence to 

implement and carry out their programs, but should also be required to collaborate in the design, 

evaluation and implementation with selected Burmese experts (who may or may not be 
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government-affiliated or appointed). Some potential partnership schemes to bring traditional 

microfinance programs targeted at the rural poor are:  

 Modify contracts and program design of existing microfinance providers (such as 

UNDP) that offer credit but not specifically to the rural poor or within the needs of 

Burma’s rural sector 

 Invite one large microfinance provider with expertise in similar regions, such as 

BRAC, to implement nation-wide programs across various rural regions (Burmese 

experts can help manage the local/community programs to continue customizing by 

region) 

 Invite more than one microfinance development organization and apply different 

programs in different regions, to assess fit over time and ultimately select one or 

various specific programs for different regions. Due to variations in poverty 

concentration, level of development, and demographic profiles across different rural 

regions, there may be a greater need for deeper customization of microfinance 

services.   

Utilizing an NGO-driven microfinance from existing programs will speed up the process. 

However, this NGO-driven microfinance program needs to be different from the existing 

microfinance services in that it focuses exclusively on rural finance and has similar community 

empowerment objectives as the German RCCs. The design of this microfinance program, though 

based on the traditional group lending model from BRAC, should be tailored with more local 

knowledge, which can be directed by appointing government and Burmese experts to manage the 

relationships with the microfinance NGO. RCCs by themselves run too many risks of excessive 

power, severe limitations to scaling and effecting national change, and selective inclusion. Their 

localized focus is very powerful in informing the need to not only train borrowers, as BRAC 

microfinance has done, but also to empower them to build communities and community 

relationships. As such, Burma’s program should extract the strengths of RCCs to microfinance 

programs without applying the exact RCC structure.      

  

In addition to managing these partnerships, the government also needs to focus on sound policy-

making to change cultural practices (such as a weak repayment and savings culture and fear of 

government authority) and implement policies that align incentives for organizations providing 

these services. Cultural practices will evolve, over the long-run, through a combination of 

policies, policy implementation, and investments in education. As discussed in the analysis, 

government policies can inevitably dissuade institutions from lending to riskier rural populations 

and the challenge for the government is creating proper and sustainable incentives to alleviate 

rural poverty without distressing the organization financially. As such, the phased 

implementation of a short to mid-term strategy with a longer-term strategy is also important for 

the government’s policy-making: the government can supplement financial support from its 

partnership with an international NGO to partially subsidize loans (or investments in the rural 

credit programs), until the extreme poor move closer to moderate poverty or above the poverty 

line. Once this is achieved, the rural poor may be more financially stable and educated to be able 

to sustain loans at different rates without government subsidy. This transition is difficult but one 

that should not disproportionately distress the providing organization or the borrower, because 

distressing the former ultimately channels down into negative impacts on the target population. 

Ideally, system-building will occur as a gradual but constant strategy, such that more educated 

and financially stable individuals will also have better opportunities in the rural sector.  
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The analysis in this document also serves as a benchmark to evaluate and monitor the program 

design, structure and implementation of Burma’s rural capital program. The final 

recommendations from this analysis therefore come in the form of a methodology to apply to the 

program design and evaluation of Burma’s interventions to increase access to capital. Burma’s 

current microfinance landscape is incomplete because it does not directly target rural poverty and 

rural finance, which is the urgent need for a large part of Burma. The recently passed 

Microfinance Law sets the stage for a broad ecosystem of rural capital providers that can take the 

positive features of each of these programs and use program design and regular 

evaluation/monitoring to minimize risks. Hopefully, this legislation will not only formalize the 

rural credit landscape, but also legitimize services and providers to enter the country. No one 

program will suffice in meeting the immediate and longer-term needs of Burma’s rural poor, but 

different components of each of these programs can be combined to create an adaptable program 

that helps individual households and improves rural finance infrastructure both in the short-term 

and longer term. 
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Figure 7. Recommended Structural Objectives for Burma 
 

 

 

 

 

 

Figure 8. Recommended Structural Objectives for Burma (continued) 
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VII. APPENDICES 

 

Appendix 1. List of Acronyms 

 

Organizations 

ABC Agricultural Bank of China 

ASEAN Association of Southeast Asian Nations 

CCS Central Cooperative Society 

DFID Department for International Development (UK) 

FAO Food and Agriculture Organization 

IBSB Insurance Business Supervisory Board 

IGC International Growth Centre 

ILO International Labor Organization  

LSE London School of Economics 

MDRI Myanmar Development Resource Institute 

NLD National League for Democracy 

PBC People’s Bank of China 

UMFCCI Union of Myanmar Federation of Chambers of Commerce and Industry  

UNDP United Nations Development Program 

Terms/Programs 

CFPR-TUP Challenging the Frontiers of Poverty Reduction Targeting the Ultra Poor 

EDR Economic Dependency Ratio 

FDI Foreign Direct Investment 

FRP Fund for the Rural Poor 

GoI Government of India 

GPI Global Peace Index 

HDI Human Development Initiative 

IDA International Development Association 

IFAD International Fund for Agricultural Development 

IHLCS Integrated Household Living Conditions Survey 

MFI Microfinance institutions 

MGNREGA Mahatma Gandhi National Rural Employment Guarantee Act, 2005 

NGO Non-governmental organization 

NREGP National Rural Employment Guarantee Programme 

NREGS National Rural Employment Guarantee Scheme 

PFI Participating Financial Institution 

RCC Rural Credit Cooperatives 

RCC Rural Credit Cooperative 

RDF Rural Development Fund 

RF Vietnam Rural Finance Project 

RWP Rural Works Program 

SFDP The Small Farmers Development Program 
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Appendix 2. Gross Domestic Investment of Selected ASEAN Countries, 2000-2010 (% of 

GDP) (Asian Development Bank, 2012)
lxxi

 

 

 
 

 

Appendix 3. Economic Growth and Poverty Regional Poverty Comparison (Asian 

Development Bank, 2012)
lxxii
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Appendix 4. Poverty Analysis Statistics (Interim Country Partnership Strategy: Myanmar, 

2012-2014)
lxxiii
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Appendix 5. IHLCS Poverty Measurement and Definition (IHLCS 2010)
lxxiv
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Appendix 6. Poverty Incidence by State/Region, 2010. (IHLCS Poverty Profile, 2010) 
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Appendix 7. Trends in Poverty Incidence, 2005-2010. (IHLCS Poverty Profile, 2010) 
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Appendix 8. Consumption Share of Bottom 20%, 2005-2010 (IHLCS Poverty Profile, 2010) 
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Appendix 9. Small Asset Ownership by Decile (%), 2005-2010 (IHLCS Poverty Profile, 

2010) 

 
 



57 

 

Appendix 10. Average Household Size (IHLCS Poverty Profile, 2010) 
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Appendix 11. Extracts of Burmese Property Rights (Hudson-Rodd, 2004) 

 

PRIOR TO INDEPENDENCE 
In Upper Burma, there are three main types of land ownership recognized as:  

 Hereditary (privately owned) land commonly known as Bo-ba-paing literally Grand-fathers’ land;  

 Government lands  

 Land under land holders’ rights, that is after 12 years of continuous occupation and taxation, the 

occupant has right to land, not absolute ownership BUT right to “hold” land.  

 

Under the Lower Myanmar Town and Village Acts of 1898, the following rights to land accrue for 

hereditary lands:  

 Right to keep under occupant control (to live and to dwell on the land)  

 Right to cultivate  

 Right to mortgage  

 Right to sell 

 Right to inherit 

For Government lands, people have the rights to:  

 Keep under occupant control  

 Cultivate  

 Inherit (but this right is not for non-cultivators, only for agriculturalists)  

 

The British introduced cadastral surveys to distinguish the following classes of land in addition to the 

existing land forms:  

 Land under grant (long and medium grants)  

 Lease-hold lands  

 Temporary lease lands (seasonal only)  

 New colonies (newly opened lands)  

 Inundated and ‘island’ lands found only in riverine areas (lands submerged under rivers during 

Monsoon season, which re-appear when river water recedes).  

 

POST-INDEPENDENCE (The State Fundamental Principles) 
 The State is the ultimate owner of all the land, and natural resources above and below the ground, 

above and beneath the waters and in the atmosphere within its territorial boundary;  

 The State shall enact necessary law to supervise economic forces extraction and utilization of 

State owned natural resources’  

 The State shall permit citizens right of private property, right of inheritance, right of private 

enterprise, right of initiative and right of patent in accord with law.  
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Appendix 12. Landless Rate in Agriculture (IHLCS Poverty Profile, 2010) 
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Appendix 13. Access to Credit among Agriculture and Non-Agriculture Households (IHLCS Poverty Profile, 2010) 
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Appendix 14. Country-Level Credit to the Economy: 2001 & 2010 (Luchtenburg, 2012) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 15. Overview of Myanmar’s Banking Sector (Luchtenburg, 2012) 
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Appendix 16. Key Microfinance Providers in Myanmar (Lucthenburg, 2012) 
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Appendix 17. The Microfinance Law 

The Microfinance Law 

(The Pyidaungsu Hluttaw Law No.13) 

The 5
th

 Waxing Day of Nadaw, 1373 M.E. 

(30
th

, November, 2011) 

 

The Pyidaungsu Hluttaw hereby enacts the following Law: 

 

Chapter I 

Title and Definition  

1. The Law shall be called the Microfinance Law. 

2. The following expressions contained in this law shall have meanings given hereunder: 

(a) Microfinance means extending micro-credit to the grass root people, accepting deposits from 

them, carrying out remittance, carrying out insurance business, borrowing money from local and 

abroad and carrying out other financial activities. 

(b) Microfinance Institution means local and foreign institutions, partnership firms, companies, co-

operative societies, banks and nonbanking financial institutions, formed and registered under the 

relevant law, which is funded with own capital, charity and grant, and obtain license to operate 

microfinance business in order to reduce the poverty of the grass root people and to improve their 

socio-economic life. 

(c) Micro-credit means the loan without collateral to reduce the poverty of grass root people and to 

improve their socio-economic life. 

(d) Grass root people mean the public including low-income farmers, labors and vendors who reside 

in rural and urban area. 

(e) Rural Development and Poverty Reduction Working Committee means the Working 

Committee on the Rural Development and Poverty Reduction formed by the Office of the 

President of the Union. 

(f) Ministry means the Ministry of Finance and revenue of the Union Government. 

(g) Supervisory Committee means the Microfinance Supervisory Committee formed by the Union 

Government under this Law. 

(h) Working Committee means the Microfinance Development Working Committee formed by the 

respective Region or State Government and Nay Pyi Taw Council under this Law. 

(i) Myanma Microfinance Supervisory Bureau means the Myanmar Microfinance Supervisory 

Bureau under the Ministry of Finance and Revenue of the Union Government. 

(j) Management Committee means the management committee of microfinance institution. 

(k) Deposit means the money deposited by the member of microfinance institution which is payable 

on demand or on any other condition. Such expression also includes the savings. 

(l) License to Operate means the license issued under this Law to carry out microfinance activities. 

 

 

Chapter II  

Objective 

3. The objectives of this Law are as follows: 

 (a) to reduce the poverty of the grass root people; 

 (b) to develop social, education, health and economic status of the grass root people; 

 (c) to create job opportunities; 

 (d) to nurture and cultivate the saving habit; 

 (e) to encourage the emergence of new small-scaled businesses; 

 (f) to create the extend the cottage businesses; 

(g) to assist the grass root people with other means of earning as well as agriculture and livestock 

breeding; 

(h) to acquire and disseminate technical know-how from local and abroad. 
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Chapter III 

Formation of the Rural Development and Poverty Reduction Working Committee and Functions and Duties thereof 

 

4. The Office of the President of the Union shall form the Rural Development and Poverty Reduction 

Working Committee comprising a Vice-President as Chairman and suitable persons. 

5. The Rural Development and Poverty Reduction Working Committee shall coordinate, assist and support 

the Supervisory Committee, working committees in respective Region or State and Nay Pyi Taw for rural 

development and poverty reduction. 

 

Chapter IV 

Formation of the Microfinance Supervisory Committee, Functions, Duties and Powers thereof 

 

6. The Union Government shall form the Microfinance Supervisory Committee comprising the Union 

Minister of the Ministry of as the Chairman, the Managing Director of the Myanma Microfinance Supervisory 

Bureau as the secretary and persons from suitable Government departments and organizations as members. 

7. The functions and duties of the Supervisory Committee are as follows: 

(a) implementing the policy and directives relating to the microfinance business adopted by the Rural 

Development and Poverty Reduction Working Committee; 

(b) laying down the policy and directives relating to the microfinance business to the working 

committees; 

(c) managing and carrying out the financial support finance to microfinance business in connection 

with the respective Ministry, Associations, Specialized companies and Banks; 

(d) prescribing rules and regulations which shall be observed by Microfinance Institutions; 

(e) scrutinizing and granting relating to the application the license to operate of microfinance 

business; 

(f) determining the minimum capital to be contributed by institution which is desirous to carry out the 

microfinance business according to the type of institution; 

(g) determining the interest rate on deposit, the interest rate on and service fees in accordance with 

procedures which being exercised by the Central Bank of Myanmar to be in line the market; 

(h) imposing administrative penalties on Microfinance Institution which do not observe the terms and 

conditions; 

(i) scrutinizing and reviewing the work performance of Microfinance Institutions and reporting and 

submitting to the Rural Development and Poverty Reduction Working Committee. 

8. The powers of the Supervisory Committee are as follows: 

 (a) determining the license fees, license fees for microfinance business; 

(b) hiring any person from local or abroad with the approval of Rural Development and Poverty 

Reduction Working Committee in order to support in performing the functions and duties of 

Supervisory Committee; 

(c) dealing with the international financial institutions and international non-governmental 

organizations. 

Chapter V 

Formation of the Microfinance Development Working Committee and Functions and Duties therof 

9. The respective Region or State Government and Nay Pyi Taw Council shall form the microfinance 

development working committee comprising suitable persons. 

10. The functions and duties of the working committee are as follows: 

(a) managing and carrying out the financial support to microfinance Institutions in connection with 

the respective Ministry, Associations, Specialized companies and Banks; 

(b) scrutinizing and submitting the applications for carrying out microfinance to the Supervisory 

Committee; 

(c) supervising the microfinance institutions; 

(d) reporting and submitting the work performances of microfinance institutions to the Supervisory 

Committee in accordance with the stipulations; 

(e) training and dissemination of knowledge for the sustainable development of microfinance 

businesses; 

(f) performing duties assigned by the Supervisory Committee from time to time. 
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Chapter VI 

Functions and Duties of the Myanma Microfinance Supervisory Bureau 

11. The Myanma Microfinance Supervisory Bureau shall carry out the following functions and duties relating 

to microfinance business: 

(a) scrutinizing the applications to carry out microfinance submitting to the respective working 

committee; 

(b) prescribing the formats of accounts and forms of report to use in microfinance institution; 

(c) supervising and field-inspecting the microfinance institution  

(d) reporting and submitting the work performances of microfinance institutions to the respective 

working committee in accordance with the stipulations; 

(e) performing the duties assigned by the Supervisory Committee to the respective working 

committee from time to time; 

12. The Myanma Microfinance Supervisory Bureau shall also has responsibilities and carry out the works 

arising out of or in connection with the performance of functions and duties conferred under this Law. 

 

Chapter VII 

Establishment 

13. The institution desirous to carry out the microfinance shall be institution formed under the Myanmar 

Companies Act, the Cooperative Society Act, the Law relating to Formation of Associations and any other Law. 

14. The institution desirous to carry out the microfinance shall: 

 (a) draft the memorandum of association and articles of association; 

(b) form the management committee and manage in accordance with the memorandum of association 

and article of association; 

(c) be fulfilled with the necessary qualification to be a member of management committee prescribed 

by the Supervisory Committee in forming the management committee; 

15. The management committee of the microfinance institution may delegate its powers to the responsible 

persons of the relevant microfinance institution. 

16. If microfinance institution is desirous to amend the memorandum of association and articles of association, 

the microfinance institution shall submit to respective working Committee and shall amend only after obtaining the 

prior approval of Supervisory Committee. 

 

Chapter VIII 

License to Operate 

17. The institution desirous to carry out the microfinance shall submit the stipulated application attached with 

the feasibility study including the following facts to the Supervisory Committee through the respective working 

committee to carry out the business: 

(a) description of location to be carried out microfinance, existence of market and having interest of 

the community concerned; 

(b) the financial resources required and how they may be acquired; 

(c) expected benefit to be obtained if the microfinance is carried out and the arrangement to manage 

the benefits; 

(d) management qualification and skill; 

(e) types of microfinance desirous to be carried out. 

18. The microfinance institutions shall be categorized as follows: 

 (a) non deposit taking microfinance institution; 

 (b) deposit taking microfinance institution 

19. (a) The non deposit taking microfinance institution shall carry out extending micro-credit by the funds 

collected by other means which is not deposit from the public, compulsory savings of members 

whenever the members acquired the micro-credit; 

 (b) The deposit taking microfinance institution shall carry out extending micro-credit by the funds 

collected by other means which is not deposit from the public and compulsory savings of members 

whenever the members acquired the micro-credit and voluntary saving deposits. 

20. The institutions desirous to carry out the microfinance shall: 

 (a) subscribe the paid-up capital in cash; 
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 (b) deposit the fully paid-up capital to the accounts of the Myanma Microfinance Supervisory Bureau 

at the prescribed Myanmar Economic Bank in the respective Region or State and Nay Pyi Taw. 

Such paid-up capital shall be entitled to withdraw only the completion of issuing license from the 

Supervisory Committee. 

21. (a) The Supervisory Committee may, after scrutinizing the duly application form and the feasibility 

study, issue or refuse to the license to operate within thirty (30) days from the date of receipt of 

application. 

 (b) The license to operate shall be granted without limit duration. 

22. A license shall not be granted to the institution desirous to carry out microfinance if, in the Supervisory 

Committee’s opinion, the name chosen the institution might mislead the public regarding the true nature 

shareholders or activities; 

23. The microfinance institution shall deposit the prescribed fees from license to operate within 15 days from 

the date of receipt of the license to operate the accounts of the Myanma Microfinance Supervisory Bureau at the 

present Myanma Economic Bank in the Respective Region or State and Nay Pyi Taw. 

24. The Supervisory Committee shall, in granting or withdrawing a license to a microfinance institution, 

publish it in the Myanmar Gazette. 

25. The microfinance institution: 

 (a) shall commence the business within six months from the date of receipt of the license; 

 (b) shall not transfer the license; 

26. If any of the following situations occurs, the Supervisory Committee shall withdraw the license of operate 

of the relevant microfinance institution. 

 (a) failing, within the period specified, to deposit the amended minimum capital requirements 

prescribed for the microfinance institution; 

 (b) failing, within the period specified, to restore the minimum capital required due to losses in 

business; 

 (c) liquidation voluntarily or being liquidated; 

 (d) extinguishing the original legal entity due to the merging with other microfinance institution or 

due to secession of institution; 

 (e) failure to comply by-laws and directives issued by Supervisory Committee and respective working 

committee. 

27. (a) If the microfinance institution is desirous to merger with any other microfinance institution or 

session of its institution, it shall submit and obtain the prior approval of the Supervisory 

Committee through the respective working committee. 

 (b) The microfinance institution which will be emerged due to merger or secession under sub-section 

(a) shall carry out the microfinance business only when it obtains the license to operate issued by 

Supervisory Committee. 

28. The microfinance institutions shall obtain the prior approval of Supervisory Committee through the 

respective working committee for establishment of branch offices, changing the location and closing of business 

 

Chapter IX 

Functions, Duties and Powers of the Microfinance Institution 

29. The microfinance institution may, with the approval of the Supervisory Committee, carry out the following 

function: 

 (a) extending micro-credit; 

 (b) accepting the deposit; 

 (c) carrying out remittance; 

 (d) carrying out the insurance business; 

 (e) borrowing from the local and abroad; 

 (f) carrying out other financial activities. 

30. The microfinance institution shall obtain the following legal documents in providing micro-credit; 

 (a) the credit application and the submission of the utilization of credit; 

 (b) the records of undertaking of the borrower and guarantors which will be basically supported for 

the microfinance business; 

 (c) if it is the agreement signed by the person himself who shall obtain the micro-credit and matter 

collectively decided, the meeting minute agreed on such matter. 
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31. The microfinance institution shall, in providing micro-credit, carry out in accordance with the terms and 

conditions prescribed by the Supervisory Committee in order to protect and preserve the long term existence of its 

business. 

32. The microfinance institution shall regularly notify their customers of the terms and conditions associated 

with their deposits and loans, including the annual rate of interest and the calculation method used. The Supervisory 

Committee shall determine the intervals at which such declaration shall be made and the forms to be used. 

33. (a) The microfinance institution may, subject to compliance with the terms and conditions prescribed 

by the Supervisory Committee increase its capital by way of establishing of reserves. 

 (b) A microfinance institution shall set aside 25 per cent of its profits, as prescribed by the 

Supervisory Committee, in a gene reserve account until this account reaches 100 per cent of paid-

up capital. The Supervisory Committee may also require microfinance institutions to make 

additional provisions against specific assets. Microfinance institution may also make additional 

provisions on their own initiative. 

34. The microfinance institution shall be prohibited from engaging manipulative practices in order to obtain an 

unfair advantage for themselves for third parties. 

35. The microfinance institution shall comply the provisions of the committee of Money Laundering Law. 

 

Chapter X 

Auditing, Reporting and Supervision 

36. The Auditor shall be appointed to each microfinance institution by approval of Supervisory Committee. 

37. The auditor of the microfinance institution shall have the following duties and responsibilities: 

 (a) preparing the audit report on the balance-sheet, profit and loss of account after having audited in 

accordance with the Myanmar Standards on Auditing and assessing and submitting in report 

whether the financial statements in such report adequate reflect the financial position of the 

institution and its solvency; 

 (b) notifying the activities which may cause the loss for the business and the defects and requirements 

of the accounts. 

38. The microfinance institution shall be required to prepare periodic reports using the prescribed forms, 

providing sufficient information on their administrative and operational status, solvency, and 

profitability for an assessment of the stability of and trends in their financial position. The reports 

shall be prepared in accordance with the prescribed accounting standards. 

39. The auditor’s report and the balance-sheet for the financial year shall be published in the manner as 

prescribed and approved by the management committee and the shareholders, for public 

information. 

40. The microfinance institution shall accept the inspection of the auditors appointed by the Supervisory 

Committee or inspectors assigned by the respective working committee. In inspecting so, auditors 

or inspectors may: 

 (a) examine the accounts and related documents, the books and other documents; 

 (b) ask supervisor, administrators, agents, personnel and members of the microfinance institution for 

information on any matter relating to its organization and operation. 

41. The Supervisory Committee may have an Audit Committee comprising three members in a microfinance 

institution. The Audit Committee shall: 

 (a) monitor whether the microfinance institution carries out in conformity with the prescribed terms 

and conditions or not. Moreover, it shall submit to the management committee the matters which it 

deems fit; 

 (b) give its opinion on the matters which are required by the management committee. 

42. The Audit Committee shall meet ordinarily once in three months and extraordinarily when convened by the 

management committee. All members of the Audit Committee shall be present at such meetings 

and shall be no abstentions from voting. Decisions shall be taken by majority votes of the 

members. 

43. The management committee of the microfinance institution may appoint or hire experts to assist the Audit 

Committee in relation with activities contained in section 40. 
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Chapter XI 

Taking Action by Administrative Means 

44. The Supervisory Committee shall, if the microfinance institutions, its members, shareholders, 

administrators, managers and personnel violate any of the provisions of this Law, pass the 

following administrative penalty: 

 (a) warnings; 

 (b) orders including those restricting the operations of microfinance institution, 

 (c) fines; 

 (d) temporary or permanent termination from duties in the microfinance institution; 

 (e) cancellation of the license to operate 

45. The Supervisory Committee shall pass administrative penalties contained in section 44 against any person 

or any legal entity which violates any of the provisions contained in this Law by carrying out the 

activities prescribed under this Law to be performed only by the microfinance institution. 

46. The person who is being taken action shall have the full right to defend. In addition, the person being taken 

action shall have the right of appeal to the Rural Development and Poverty Reduction Working 

Committee within 30 days from the date the penalty order is received. During the appeal period, 

the penalty shall be suspended. The decision of the Rural Development and Poverty Reduction 

Working Committee shall be final and conclusive. 

47. The administrative penalties passed under this Law shall not preclude taking criminal action or civil action. 

48. The person who is being passed penalty under section 44 shall compensate immediately to the microfinance 

institution or to other persons for any damages caused. 

 

Chapter XII 

Liquidation 

49. The Supervisory Committee may determine the period to restore the normal situation if the situation occurs 

that may lose the deposits and capital fund of the persons in dealing with such institution as the 

situation is not in conformity with the minimum requirement to carry out the business of the 

relevant microfinance institution is not restored to normal within the specified period, the license 

to operate may be cancelled and my liquidate that microfinance institution in accordance with the 

stipulations. 

50. Before passing the order of liquidation: 

 (a) the body formed by the Supervisory Committee or the body formed by the relevant working 

committee with the approval of the Supervisory Committee shall investigate; 

 (b) the supervisory committee shall be render right to defend to the relevant microfinance institution 

under sub-section (a). 

51. If the relevant body contained in sub-section (a) of section 50 submits that it should be liquidate, the 

Supervisory Committee shall order to liquidate the microfinance institution. 

52. In liquidating the microfinance institution, the Supervisory Committee 

 (a) may cause to carry out by handing over the administrative matters of such institution and until the 

liquidation has been completed by appointing a liquidator or by forming assigning the liquidation 

body consisting of suitable citizens.  

 (b) shall liquidate the receivable and payable of such institution  

 

Chapter XIII 

Prohibitions 

53. The members, personnel and auditors of the microfinance institution shall not, without permission under 

the law, disclose or publish information which they have learned in the performance of the 

financial activities and services, or allow such information to be seen or examined by another 

person. 

54. No person shall carry out business of the microfinance institution without a license to operate 

55. Any member or personnel of the Supervisory Committee and relevant working committee shall not, 

without permission under the law, disclose or publish information which they have learned in the 

performance of the duties, or allow such information to be seen or examined by another person. 
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Chapter XIV 

Offences and Penalties 

56. Any member, personnel and auditor of the microfinance institution who violates the prohibition under 

section 53 shall, on conviction, be punished with fine or with imprisonment for a term not 

exceeding two years or with both. 

57. Any person who violates the prohibition under section 54 shall, on conviction, be punished with fine or 

with imprisonment for a term not exceeding five years or with both. 

58. Any member or personnel of the Supervisory Committee and respective working committee who violates 

the prohibition under section 55 shall, on conviction, be punished with fine or with imprisonment 

for a term not exceeding two years of with-both. 

 

Chapter XV 

Miscellaneous 

59. The member, who is not civil service personnel, included in the Supervisory Committee is entitled to 

receive the remuneration prescribed by the Union Government or the member, who is not civil 

service personnel, included in the working Committee is entitled to receive the remuneration 

prescribed by the relevant Region or State Government and Nay Pyi Taw Council. 

60. The microfinance institution shall have the right to carry out under its own seal, as a legal entity having 

perpetual succession, capable of suing and being sued. 

61. Notwithstanding anything contained in the Registration Act, the instruments executed in respect of micro-

credit extended by the microfinance institution shall be exempted from registration and from 

payment of stamp duty under the existing Law. 

62. Levying tax on the microfinance institution shall be subject to existing laws. 

63. The offences contained in section 56 and section 58 are prescribed as cognizable offences. 

64. In taking legal action under section 56, 57 and 58 the prior sanction of the Supervisory Committee shall be 

obtained. 

65. The institutions which performing the microfinance business before the enactment of this law desirous to 

continue to carry out the microfinance business under this Law shall apply for the license to 

operate within three months from the date of the enactment of this Law in accordance with the 

provisions of this Law. 

66. The activities carried out to complete liquidation within the stipulated period with the permission of the 

Supervisory Committee relating to the microfinance business before the enactment of this Law 

shall not be applied with section 54. 

67. For the purpose of carrying out the provisions of this law: 

 (a) the Ministry shall undertake the responsibilities to carry tout the office works of the Supervisory 

Committee and bear the expenses. 

 (b) the respective Region or State Government and Nay Pyi Taw Council shall undertake the 

responsibilities to carry out the office works of the Working Committee and bear the expenses. 

68. In implementing the provisions contained in this Law: 

 (a) the Ministry may, with the approval of the Union Government, issue necessary rules, regulations 

or by-laws and issue necessary orders, directives and procedures; 

 (b) the Supervisory Committee and the respective working committee may issue necessary orders and 

directives.  

I hereby sign under the Constitution of the Republic of the Union of Myanmar 

 

 

          Sd/Thein Sein 

          The President 

        The Republic of Union of Myanmar 
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Appendix 18. Economic Reform Strategy Prospective Work Plan (IGC, 2012) 

  



71 

 

Appendix 19. Summary of Microfinance Program Profiles (Chavan & Ramakumar 

2002)
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Appendix 20. Detailed Summary of Impact Results of BRAC Intervention (BRAC 2009) 
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