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[bookmark: _Toc225421314]ABSTRACT

This study examines the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. The main aim is to understand how different microfinance services affect small business performance and what problems small business owners face when using these services. The research focuses on key microfinance elements such as loan access and size, loan terms and pricing, savings services, non‑financial services and training, monitoring and relationships, and MFI policy and lending practices. A quantitative research method was used, and data were collected through a structured questionnaire from 384 small business owners who are clients of licensed microfinance institutions in Yangon. The data were analyzed using descriptive statistics and multiple regression analysis. The results show that microfinance services have a generally positive effect on small business performance, especially in improving cash flow, inventory levels, and overall business performance. Savings services, MFI policy and lending practices, monitoring and relationship, and loan access and loan size have significant positive effects on small business growth. However, loan terms and pricing, and current non‑financial services and training do not show a strong or significant impact. The findings also indicate that many small businesses use microfinance mainly to support daily operations and survival, rather than for major expansion or job creation. Challenges such as high interest costs, repayment pressure, and limited practical training remain. The study recommends improving loan flexibility, strengthening savings products, redesigning training to be more practical, and enhancing client protection and policy support. Overall, microfinance is helpful but must be better designed and supported to promote sustainable small business growth in Myanmar
Keywords: Microfinance, Small Business Growth, Myanmar
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CHAPTER 1
INTRODUCTION

Micro, small and medium enterprises (MSMEs) play a very important role in the economic development of many developing countries. They represent about 90% of businesses and more than 50% of employment worldwide. (World Bank , 2025) Small and medium-sized enterprises (SMEs) are the backbone of Myanmar’s economy. They account for more than 99 percent of all registered businesses and generate the majority of private sector employment, providing jobs and livelihood opportunities for a significant portion of the population. (ADB Bank, 2022) Many households depend directly or indirectly on small businesses for their livelihoods. Because large-scale industries and foreign investment are limited in many areas of the country, small businesses remain a key driver of economic activity, especially in urban and peri-urban regions.
Despite their importance, small businesses in Myanmar face many difficulties that limit their growth and sustainability. One of the most serious challenges is limited access to formal financial services. Commercial banks in Myanmar usually require strong collateral, detailed financial records and long credit histories before approving loans. Most small business owners do not have land titles, valuable fixed assets, or proper accounting records. As a result, they are often excluded from the formal banking system and are unable to obtain the capital needed to start, operate, or expand their businesses. 
To address this financing gap, microfinance initiatives have become an important alternative source of funding for low-income households and small business owners. Microfinance generally refers to the provision of small loans, savings services, and other basic financial products to people who are not served by traditional banks. These services are usually designed to be more flexible and accessible, with smaller loan sizes, simpler procedures, and limited or no collateral requirements. In many cases, microfinance institutions (MFIs) also provide non-financial services such as financial education, basic business training, and close monitoring through loan officers.
The microfinance law was enacted in November 2011 and issued by the former Microfinance Supervisory Enterprise (MMSE), currently the Financial Regulatory Department (FRD), under the Ministry of Finance. Over 200 licenses were provided to institutions. (MMFA, 2025) This law allowed both local and foreign MFIs to operate legally under the supervision of the Financial Regulatory Department (FRD) of the Ministry of Planning and Finance. Since then, the number of licensed MFIs has increased significantly, and millions of clients now use microfinance services across the country. MFIs operate in both urban and rural areas and serve clients involved in retail trade, services, small-scale manufacturing, and other income-generating activities. ( Duflos, Luchtenburg, Ren, & Chen, 2013)
Microfinance access can provide important benefits for small business owners, Microfinance loans can help them purchase inventory, raw materials, or simple equipment, manage cash flow, and respond to seasonal changes in demand. Savings services can help business owners build financial discipline and cope with unexpected expenses. Non-financial services, such as training and advice, may improve business skills and decision-making. Through these channels, microfinance is expected to support small business growth in terms of higher sales, increased profits, asset accumulation, and job creation.
However, the impact of microfinance on small business growth is not always positive or automatic. Many studies from different countries show mixed results. While some borrower’s experience business expansion and improved income, others face serious challenges. High interest rates, short repayment periods, frequent installments, and strict repayment schedules can place heavy pressure on small business owners. Some borrowers may use loans for consumption rather than productive investment, while others may take multiple loans from different MFIs and informal lenders, leading to over-indebtedness. Limited financial literacy and weak business management skills can further reduce the effectiveness of microfinance.
In Myanmar, economic instability, inflation, and political uncertainty make it harder for small businesses to survive. These issues increase business risks and lower the income of both small business and families. (Turnell, 2014) Even if small businesses can get microfinance loans, they often struggle because of rising costs and changing customer demand. This means that access to credit is not enough for a business to grow. Success also depends on having reliable infrastructure, a steady market, and a stable economy. Therefore, we must look closely at both the benefits and the real-life struggles that business owners face when using microfinance.
This study focuses on the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. Yangon is the country’s main commercial center and hosts a large number of MFIs and diverse small businesses. By examining how different microfinance initiatives influence business performance, this study aims to provide useful insights for MFIs, policy makers, and small business owners.

[bookmark: _Toc225421319]1.1 Background of the Study 
MSMEs play a very important role in Myanmar’s economy. They operate in many sectors such as retail trade, food processing, manufacturing, transportation, and personal services. Small businesses are especially important because they create many jobs. They provide employment opportunities for people who cannot find work in the public sector or in large companies. For people with limited education or skills, small businesses are often the main way to earn a living and improve their standard of living.
MSMEs do more than just create jobs. They also play an important role in supporting local economic development. Small shops supply daily goods to people in their communities. Small manufacturers provide parts and products to larger businesses, which helps keep supply chains active. Service businesses meet every day needs such as repairs, transport, and personal services, making life easier for local people. Even though most MSMEs have limited capital and resources, many of them try new ideas to survive and grow. They introduce new products, new services, and new ways of running their businesses. In this way, MSMEs encourage entrepreneurship and innovation at the local level and help keep the local economy active.
However, MSMEs in Myanmar face structural constraints that limit their productivity and growth. These include poor infrastructure, limited access to technology, weak business management skills, and restricted access to finance. Among these challenges, access to finance is often identified as the most critical barrier. Without sufficient capital, small businesses cannot invest in better equipment, expand operations, or withstand economic shocks.
The government of Myanmar, together with development partners, has recognized the important role of MSMEs in the country’s economy. As a result, different policies and programmes have been introduced to support their development. These include SME development laws, credit guarantee schemes, and projects funded by international donors.
Microfinance initiatives are an important part of this support system. They mainly serve micro and small enterprises that cannot access loans from commercial banks due to lack of collateral or formal requirements. Through microfinance, many small business owners are able to start or continue their businesses and meet their basic financial needs.

1.1.1 The Landscape of Microfinance in Yangon Region 
Yangon Region is the main business center of Myanmar. It has the largest number of small businesses, markets, and financial institutions in the country. Many people move to Yangon to look for jobs or start small businesses. Because of this, the demand for financial services is high. However, many small business owners cannot get loans from commercial banks. Banks usually ask for land titles, strong collateral, and formal financial records. Most small businesses in Yangon operate informally and do not have these documents. As a result, they are often excluded from the formal banking system.
Microfinance institutions (MFIs) were established to address this gap in access to finance. According to Morduch (1999), microfinance emerged as a way to provide small loans to people who cannot qualify for traditional bank credit because they lack collateral or formal financial records. These loans are generally small in size, short in duration, and repaid through regular installments. (Morduch, 1999)
In many developing countries, microfinance grows faster in large cities where informal businesses are common (Cull, Demirgüç-Kunt, & Morduch, 2009) .Yangon follows this pattern. The city has many street vendors, shop owners, and home-based producers who depend on small loans for working capital. Microfinances use special methods such as group lending and close monitoring to reduce risk. These methods allow MFIs to lend without traditional collateral. However, they can also create pressure on borrowers if repayment schedules are strict.
Therefore, the microfinance sector in Yangon operates in an environment with strong demand but also economic uncertainty. Understanding this setting is important before studying its impact on small businesses.

1.1.2 Social-Economic Demography of Yangon
Yangon Region has the largest population in Myanmar and includes people from different social and economic backgrounds. Many residents work in small businesses, daily wage jobs, and informal activities such as street vending, small retail shops, food selling, tailoring, and transportation services. These types of work usually provide unstable income and limited job security. In recent years, many people have moved from rural areas to Yangon in search of better job opportunities. However, not all migrants are able to find stable employment. As a result, many turn to self-employment or small business activities to support their families. This has increased the number of micro and small enterprises in the city.
Income levels in Yangon vary widely. While some households earn stable salaries, many others depend on daily or weekly income. Because of this income instability, households are often vulnerable to economic shocks such as rising prices, illness, or sudden business losses. Savings levels are generally low among low-income families, which makes financial security more difficult. Women play an important role in Yangon’s small business sector. Many women manage household finances and operate small shops or home-based businesses. Their participation in economic activities makes them important users of microfinance services.
Educational levels and financial knowledge also differ across the population. Some small business owners have limited understanding of financial planning, record keeping, and loan management. This can affect how they use borrowed funds and how well they manage repayments. Overall, the socio-economic conditions in Yangon create strong demand for accessible financial services. At the same time, income instability and limited financial knowledge can increase financial risk for both borrowers and lenders.

1.1. 3 Small Business Enterprises in Yangon Region
Small business enterprises play an important role in Yangon’s economy. They provide jobs, generate income, and support local markets. Many households depend on small businesses such as retail shops, food stalls, tailoring services, small manufacturing, and transportation services. In developing economies, small and medium enterprises (SMEs) account for the majority of businesses and contribute significantly to employment (World Bank , 2025). In Yangon, most small businesses operate with limited capital and simple technology. Many of them are family-owned and rely on daily cash flow to continue operations.
Access to finance remains one of the main challenges for small enterprises. According to the International Finance Corporation, many small firms in emerging markets face difficulties in obtaining formal credit due to lack of collateral, insufficient financial records, and perceived lending risks. This situation is similar in Yangon, where many businesses operate informally. Recent studies also highlight that economic shocks, inflation, and market uncertainty have increased pressure on small businesses (ADB Bank, 2022). Rising costs of raw materials and unstable demand make it difficult for small enterprises to expand. In many cases, businesses focus more on survival than growth.
Digital transformation is gradually influencing small businesses as well. The World Bank notes that digital financial services can improve access to finance and reduce transaction costs for small enterprises. (World Bank , 2025) However, digital adoption remains uneven, especially among lower-income entrepreneurs. Therefore, small business enterprises in Yangon contribute significantly to employment and income generation, but they continue to face structural and financial challenges. Their growth depends largely on access to suitable financial services, stable market conditions, and supportive policies.

[bookmark: _Toc225421320]1.2 Problem Statement of the Study 
Microfinance is widely promoted as an effective instrument for financial inclusion and small business development in developing economies, including Myanmar. Microfinance Institutions (MFIs) are designed to provide affordable and accessible financial services, particularly credit to small entrepreneurs who are excluded from the formal banking system due to limited collateral or lack of credit history.
In Myanmar, the number of licensed microfinance institutions has increased in recent years, reflecting strong policy support and sector expansion (MMFA, 2023). The government and development partners view microfinance as a tool to reduce poverty and promote inclusive economic growth (UNDP, 2022).However, although microfinance is widely encouraged in Myanmar, clear evidence about its actual impact remains limited. International studies suggest that the effects of microfinance on business growth are mixed and not always transformative. While some small business clients report improvements such as increased sales, better cash flow, and higher profits, others experience only modest benefits or continued financial pressure. In many cases, microfinance helps businesses survive rather than significantly expand.
A significant number of borrowers also face challenges related to relatively high interest rates, strict repayment schedules, and short loan cycles, which may limit reinvestment in business growth. Multiple borrowing and over-indebtedness have become concerns in several developing contexts, especially during periods of economic instability. These issues are particularly relevant in the Yangon Region, where inflation, rising living costs, and economic uncertainty have placed additional pressure on small business owners. In such conditions, some borrowers may use microfinance loans for household consumption or operational survival rather than productive investment, which reduces the potential growth effect.
Although some MFIs provide non-financial services such as financial literacy training and business development support, empirical evidence on their effectiveness in Myanmar remains limited. Moreover, much of the existing microfinance literature is based on other developing countries, and findings may not fully reflect Myanmar’s unique economic and regulatory context. As a result, there is a significant research gap concerning whether microfinance initiatives function primarily as a benefit or a challenge for small business growth in Yangon.
Therefore, this study addresses the lack of context-specific empirical evidence on the benefits and challenges of microfinance initiatives for small business growth in Myanmar. Without such evidence, policymakers, MFIs, and entrepreneurs may face difficulties in designing effective financial services that promote sustainable business development.

[bookmark: _Toc225421321]1.3 Objective of the Study 
The main objective of this study is to assess the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar.
The specific objectives are:
· To identify the types of microfinance initiatives provided to small businesses by MFIs in Yangon.
· To examine the relationship between microfinance initiatives and small business growth indicators such as sales, profit, employment, and assets.
· To analyze the benefits perceived by small business clients from using microfinance services.
· To identify the key challenges faced by small business clients in using microfinance initiatives.
· To provide practical recommendations to improve microfinance initiatives for sustainable small business growth.

[bookmark: _Toc225421322][bookmark: research-questions-of-the-study]1.4 Research Questions of the Study
This study is guided by the following research questions, which are developed in line with the objectives of the research:
1. What types of microfinance initiatives are provided to small businesses by microfinance institutions in Yangon Region, Myanmar?
2. To what extent do microfinance initiatives influence small business growth in terms of sales, profit, number of employees, and business assets?
3. What benefits do small business owners in Yangon experience from using microfinance services?
4. What challenges and difficulties do small business owners face when accessing and using microfinance initiatives?
5. What measures can be taken to improve microfinance initiatives in order to better support sustainable small business growth in Yangon Region?

[bookmark: _Toc225421323][bookmark: scope-and-limitation-of-the-study]1.5 Scope and Limitation of the Study
This study focuses on the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. Although the title refers to Myanmar as a whole, the geographical scope of the research is limited to selected townships in Yangon due to constraints of time, cost, and accessibility. Yangon is chosen because it is the main commercial center of the country and has a high concentration of microfinance institutions and small businesses.
The study covers small businesses that are clients of licensed microfinance institutions. It does not include medium or large enterprises, rural businesses, or individuals who rely solely on commercial banks or informal money lenders. The analysis focuses on microfinance initiatives such as loan access and size, loan terms and pricing, savings services, non-financial services, and monitoring practices.
In terms of time scope, the study examines the recent experiences of small business owners, mainly over the past one to three years. The research uses a cross-sectional design, meaning that data are collected at one point in time. As a result, the study cannot fully capture long-term changes in business performance.
There are several limitations to this study. First, the research relies mainly on self-reported data from respondents, which may be affected by recall bias or personal perceptions. Second, external factors such as economic instability, inflation, and regulatory changes may influence business growth but are not analyzed in detail. Finally, due to limited resources, the sample may not fully represent all small businesses in Myanmar. Despite these limitations, the study is expected to provide useful and relevant insights into microfinance and small business growth in an urban Myanmar context.
[bookmark: organization-of-the-study]
[bookmark: _Toc225421324]1.6 Organization of the Study
This thesis is organized into five chapters. 
Chapter One provides an introduction to the study, including the background, problem statement, research objectives, research questions, scope and limitations, and overall structure of the thesis.
Chapter Two presents a review of relevant literature. It discusses key theories related to microfinance and small business growth, reviews previous empirical studies, and develops the conceptual framework for the study.
Chapter Three explains the research methodology used in the study. It describes the research design, population and sampling methods, data collection tools, data analysis techniques, and ethical considerations.
Chapter Four presents the analysis and results of the study. It includes descriptive and inferential statistical analysis of survey data.
Chapter Five concludes the thesis by summarizing the main findings, providing practical recommendations for microfinance institutions and policy makers, and suggesting areas for future research.
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[bookmark: _Toc225421326]LITERATURE REVIEW

This chapter reviews the main ideas and studies related to microfinance and small business growth. It explains important concepts, key theories, and past research findings that are useful for this study. The purpose of this chapter is to give a clear understanding of how microfinance services may influence small businesses. It also helps to identify what is already known and what still needs to be studied. This review helps to build a clear foundation for the study and supports the discussion in the next chapters.

[bookmark: _Toc225421327]2.1 Introduction and Importance of the Subject Area 
Microfinance and small business development have received significant attention from researchers, policy makers, and development organizations over the past several decades. In many developing countries, microfinance is viewed as an important tool for promoting financial inclusion, reducing poverty, and supporting entrepreneurship. Small businesses, especially micro and small enterprises, often face serious barriers to accessing formal financial services, which limits their ability to grow and remain sustainable. Microfinance initiatives are designed to address these barriers by providing small loans, savings services, and other financial and non-financial support to underserved groups.
The importance of studying microfinance in relation to small business growth lies in its widespread use and policy relevance. Governments and donors invest heavily in microfinance programmes with the expectation that access to finance will lead to business expansion, higher income, and employment creation. However, empirical evidence from different countries shows mixed results. While some studies report positive effects of microfinance on business performance, others find limited or no impact, and some even highlight negative outcomes such as over-indebtedness and financial stress.
In the context of Myanmar, the subject is particularly important. Myanmar’s microfinance sector has expanded rapidly since the introduction of the Microfinance Law in 2011. At the same time, small businesses operate in a challenging environment marked by economic instability, limited infrastructure, and regulatory constraints. There is still limited academic research that examines how microfinance initiatives actually affect small business growth in Myanmar, especially in urban areas such as Yangon. This literature review therefore aims to build a strong theoretical and empirical foundation for the study by reviewing relevant theories, key variables, and previous research findings.

[bookmark: _Toc225421328]2.2 Conceptual Foundations of the Study
Clear understanding of the key concepts is important for this research. The study focuses on microfinance initiatives and small business growth, so these terms need to be clearly defined. Microfinance may include different financial services such as loans, savings, and training support. Small business enterprises also vary in size and structure depending on context. In addition, business growth can be measured in different ways, such as sales, profit, or employment. Clarifying these concepts ensures consistency and provides a solid foundation for the theoretical discussion and empirical analysis that follow.

2.2.1 Concept of Microfinance
Microfinance refers to the provision of small-scale financial services to low-income individuals and small businesses that do not have access to traditional banking services. These services usually include small loans, savings accounts, micro-insurance, and payment services. The main purpose of microfinance is to promote financial inclusion and support income-generating activities among underserved groups (World Bank, 2025).
In many developing countries, small entrepreneurs are excluded from commercial banks because they lack collateral, formal financial records, or credit history. Microfinance institutions (MFIs) are designed to serve this group by offering smaller loan sizes and simplified procedures. According to the World Bank (2022), expanding access to financial services improves the ability of small firms to invest and manage financial risks.
Microfinance is closely linked to financial inclusion. Financial inclusion ensures that individuals and businesses have access to affordable and appropriate financial products. The inclusive financial systems help micro and small enterprises expand activities, create employment, and contribute to economic growth in developing Asia. (ADB Bank, 2021)
Modern microfinance is not limited to credit alone. It also includes savings services and non-financial services such as financial literacy training. Responsible financial services should match the repayment capacity and needs of clients to prevent financial stress. If products are poorly designed, borrowers may face repayment difficulties. (CGAP (Consultative Group to Assist the Poor ), 2023).
In small business contexts, microfinance loans are commonly used as working capital. Entrepreneurs use the funds to purchase inventory, raw materials, or small equipment. Savings services help manage cash flow and reduce vulnerability to unexpected shocks. Therefore, microfinance can be understood as a financial support system aimed at improving the survival and growth of micro and small enterprises.

2.2.2 Concept of Small Business 
Small business enterprises, often referred to as SMEs, are essential to economic development. The definition of Micro, Small, and Medium Enterprises (MSMEs) varies globally and is not standardized universally.  Although definitions differ across countries, SMEs are generally classified based on employee size, turnover, or asset level. These businesses typically operate with limited capital and simple management structures.
Globally, SMEs account for the majority of businesses and a large share of employment. MSMEs make up over 90% of all firms and account, on average, for 70% of total employment and 50% of GDP worldwide. (IFC, 2024) In developing countries, small businesses are active in retail trade, food production, services, and small-scale manufacturing.
SMEs contribute to economic growth by creating jobs, supporting local supply chains, and encouraging entrepreneurship. Strengthening SME sectors is necessary for inclusive and sustainable development.
However, small businesses face serious constraints. Limited access to finance remains one of the main challenges (ADB Bank, 2021). Without adequate funding, firms cannot increase production, improve technology, or expand market access. For this reason, microfinance initiatives are often considered a practical solution to address the financing gap. In this study, small business enterprises refer to micro and small firms operating in Yangon Region that rely on microfinance services as part of their financial resources.

2.2.3 Concept of Small Business Growth
Small business growth refers to an increase in business size, performance, or capacity over time. Growth can be measured using financial indicators such as revenue and profit, or operational indicators such as number of employees and assets. Business growth is important because it reflects improved productivity and sustainability. Growing SMEs contribute to employment creation and economic development. When firms expand, they generate more income and improve economic stability for owners and workers.
Access to finance plays an important role in supporting growth. External financing, including microfinance loans, enables businesses to invest in equipment and inventory. However, growth also depends on market conditions and managerial capacity and also structural challenges such as limited infrastructure and weak institutional support can restrict SME expansion in developing countries. (UNCTAD, 2014)
Therefore, growth is not automatic after receiving credit. Financial services must be combined with stable economic conditions and proper management practices to produce meaningful results. In this research, small business growth is defined as measurable improvement in sales, profit, employment, and asset accumulation after accessing microfinance services.

2.2.4 Measurement of Business Growth Indicators
Measuring business growth requires clear and reliable indicators. In empirical research, growth is often measured using quantitative data such as revenue increase, profit margin, number of employees, and value of assets. These indicators provide objective evidence of business expansion.
Sales growth is one of the most commonly used indicators. An increase in sales revenue suggests that the business is attracting more customers or increasing production. Profit growth is another important measure because it shows whether the business is financially sustainable. According to IFC (2023), profit improvement is a key sign that financial services are contributing to enterprise development.
Employment growth indicates that the business is expanding its workforce. When a small firm hires more employees, it usually means that production or service demand has increased. Asset accumulation, such as purchasing equipment or expanding shop space, also reflects long-term business improvement.
In addition to objective indicators, some studies use self-reported measures of perceived growth. Entrepreneurs may be asked whether they believe their business has improved after receiving financial services. While subjective measures can provide useful insights, they may be influenced by personal perceptions.
For this research, business growth will be measured using both financial and operational indicators, including changes in sales, profit, number of employees, and business assets. These indicators are consistent with recent development research that emphasizes measurable enterprise outcomes. (World Bank, 2025)

2.2.5 Microfinance Process and Small Business Growth
Microfinance services play an important role in supporting small business development. These services include loans, savings, and training provided by microfinance institutions (MFIs). Through these services, small business owners can access financial resources and improve their business activities.
The process begins when MFIs provide financial and non-financial services to clients. Access to finance allows business owners to purchase inventory, invest in equipment, and manage daily operations. Savings services help them manage cash flow and prepare for unexpected expenses. Training and advisory support can also improve business skills and decision-making. As a result, these activities lead to better business performance, such as increased sales, higher profit, and improved cash flow. Over time, this improved performance contributes to small business growth, including expansion, asset accumulation, and job creation.
The following figure shows the overall process of how microfinance services support small business growth.
Figure 2.1: Microfinance Process and Small Business Growth

MFI Services
Access to Finance
Business Activities
Business Performance
Small Business Growth





Source: Own illustration based on literature review (2026).
[bookmark: _Toc225421329]2.3 Theoretical Concepts and Principles
The relationship between microfinance initiatives and small business growth can be better understood through relevant economic and development theories. Theories provide a structured explanation of how and why access to financial services may influence business performance. In this study, four main theories are applied: Financial Inclusion Theory, Information Asymmetry Theory, Amartya Sen’s Capability Approach, and Credit Rationing Theory. These theories help explain both the benefits and limitations of microfinance for small enterprises.
2.3.1 Theory of Financial Inclusion
Financial inclusion is the effort to make financial services accessible and affordable to all individuals and businesses, particularly those who are underserved or marginalized. (Grant, 2025)Financial exclusion occurs when certain groups, especially low-income households and small firms, are unable to access formal banking services. This exclusion limits their ability to invest, manage risks, and improve their economic well-being.
Recent development research emphasizes that inclusive financial systems are essential for sustainable economic growth. Access to formal financial services enables small businesses to smooth cash flow, increase investment, and build resilience against shocks. When entrepreneurs can borrow, save, and make digital payments, they are better able to manage working capital and expand operations.
In the context of microfinance, financial inclusion theory suggests that providing small loans and savings services to underserved entrepreneurs can promote business growth. However, inclusion must be responsible and affordable. If financial services are too costly or poorly designed, they may create financial stress instead of development (World Bank, 2025). Therefore, access alone is not sufficient; quality and suitability of financial products are equally important.
2.3.2 Information Asymmetry Theory
Information asymmetry refers to a situation where one party in a financial transaction has more or better information than the other party. In financial markets, this imbalance often exists between borrowers and lenders. According to Corporate Finance Institute, asymmetric information occurs when one side in a transaction possesses more detailed knowledge than the other, which may influence decision-making and risk evaluation. (CFI (Team), 2020)
In small business finance, information asymmetry leads to two main problems: adverse selection and moral hazard. Adverse selection occurs before a loan is granted, when lenders cannot clearly distinguish between low-risk and high-risk borrowers. Because of this uncertainty, financial institutions may restrict lending to avoid potential losses. Moral hazard occurs after the loan has been disbursed. Since lenders cannot fully monitor how borrowers use the funds, borrowers may take higher risks or invest in uncertain projects.
The classic credit market model developed by Stiglitz and Weiss (1981) explains that imperfect information can lead to credit rationing. Their study shows that increasing interest rates does not necessarily balance the credit market because higher rates may attract riskier borrowers. As a result, lenders may choose to limit loan supply rather than raise interest rates, reducing access to credit for some borrowers. ( Stiglitz & Andrew , 1981)
Empirical research supports the importance of information asymmetry in SME finance. Beck and Demirgüç-Kunt (2006) find that small and medium-sized enterprises face greater financing obstacles than large firms, partly due to limited financial transparency and lack of collateral. (Beck & Demirguc-Kunt, 2006) 
In the context of microfinance, institutions attempt to reduce information asymmetry through relationship-based lending, group lending systems, and close monitoring. These mechanisms help lenders gather better information about borrower behavior and reduce default risk. However, strict monitoring and frequent repayment requirements may increase operational pressure on small business owners.
Therefore, information asymmetry theory provides a useful framework for understanding both limited access to finance and the design of microfinance lending practices. It explains why small enterprises often face credit constraints and why microfinance institutions adopt alternative lending mechanisms to manage risk.
2.3.3 Amartya Sen’s Capability Approach
Amartya Sen's Capability Approach is increasingly influential in the literature of development economics. This Approach provides a broader understanding of development. Instead of focusing only on income or financial resources, this approach emphasizes people’s capabilities, meaning their real freedom to achieve the lives they value. According to this approach, development should be evaluated in terms of expanding human capabilities rather than simply increasing economic output. (Frediani, 2010)
Applied to microfinance, the capability approach suggests that financial services should enhance borrowers’ ability to make choices, manage risks, and improve their livelihoods. Access to credit may allow entrepreneurs to invest in productive assets, improve skills, and strengthen business management. However, financial resources alone do not guarantee improved well-being. Social, educational, and institutional factors also influence outcomes.
Recent development literature supports this broader view. Alkire et al. (2020) argue that financial inclusion should be linked with human development outcomes such as empowerment, education, and economic security. ( Alkire, Kanagaratnam, & Suppa, 2020) In small business contexts, non-financial services such as training and financial literacy programs may strengthen entrepreneurs’ capabilities and increase the positive impact of microfinance.
Therefore, the capability approach highlights that microfinance should not be evaluated only by loan distribution or repayment rates, but by its contribution to expanding entrepreneurs’ real opportunities and long-term business sustainability.

2.3.4 Credit Rationing Theory
Credit rationing is defined as a situation in which a lender refuses to extend credit to a borrower at the price set by the lender, even if the borrower is willing to pay a higher interest rate. One of the features of credit markets is that borrowers are sometimes rationed in the amount that they can borrow, which differentiates them from other markets. Small and micro enterprises (SMEs) are more likely to be eliminated than large and medium-sized enterprises under credit rationing. ( Jin & Zhang, 2019)
 According to traditional economic thinking, higher interest rates should balance supply and demand in the credit market. However, in practice, banks may limit lending instead of increasing interest rates due to risk concerns.
Modern research shows that when interest rates increase, the risk profile of borrowers may worsen. Higher interest rates can attract riskier borrowers and discourage safer ones. As a result, lenders may choose to ration credit rather than raise rates further ( Stiglitz & Andrew , 1981). This situation is common in small business finance.
Recent evidence confirms that credit constraints remain a major barrier for SMEs in developing countries (OECD, 2023). Small firms often face limited loan sizes or strict collateral requirements, even when they are creditworthy. Microfinance institutions aim to reduce credit rationing by offering smaller, collateral-free loans tailored to low-income entrepreneurs.
However, credit rationing theory also explains why microfinance loans are often small and short-term. MFIs manage risk by limiting exposure and gradually increasing loan size based on repayment history. While this approach improves financial sustainability for lenders, it may limit the growth potential of borrowers if capital remains insufficient.
Overall, these four theories provide a comprehensive framework for understanding how microfinance initiatives influence small business growth. They explain both the opportunities created by improved financial access and the structural constraints that may limit the effectiveness of microfinance services.

[bookmark: _Toc225421330]2.4 Variables of the Study
This study examines the relationship between microfinance initiatives and small business growth. The independent variables are selected based on theory and previous research in microfinance and SME development. These variables represent key features of microfinance services that may influence business performance. The dependent variable is small business growth, measured through financial and operational indicators.
2.4.1 Loan Access and availability
Access to credit is one of the most important services provided by microfinance institutions. Many small businesses face capital constraints that limit their ability to expand operations. Without sufficient funds, entrepreneurs cannot purchase inventory, invest in equipment, or respond to market demand. Recent studies show that access to finance remains a major barrier for SMEs in developing countries. According to the International Finance Corporation (2023), a large financing gap still exists for micro and small enterprises. When businesses receive adequate loan amounts, they are more likely to increase production and improve income.
However, access alone is not enough. Capital sufficiency is equally important. If the loan size is too small, it may not generate meaningful business growth. OECD (2023) reports that underfinancing can limit productivity improvements and restrict scaling-up opportunities. (OECD, 2023). Therefore, both availability and adequacy of capital are considered in this study
2.4.2 Interest Rate Structures and Repayment Terms
Interest rate and repayment terms are central features of microfinance products. Microfinance institutions often charge higher interest rates than commercial banks due to higher operational costs and lending risks. High interest rates may reduce business profits, especially for small firms with low margins. Sometime, borrowing costs influence enterprise investment decisions. If repayment obligations are too heavy, business owners may focus more on meeting installments than reinvesting in growth.
Repayment terms also matter. Many microfinance loans require weekly or monthly installments. While frequent repayment reduces default risk for lenders, it may create pressure on borrowers with irregular income. Research suggests that flexible repayment schedules aligned with cash flow patterns can support better business outcomes. Therefore, this variable examines how pricing and repayment design influence small business performance.

2.4.3 Savings Services (Compulsory and Voluntary)
Microfinance institutions often provide savings services alongside credit. Savings can be voluntary or mandatory. Voluntary savings allow clients to deposit money according to their needs. Compulsory savings require borrowers to save a fixed amount as part of the loan agreement.
Savings services help small business owners build financial discipline and manage risks. Savings products improve resilience by enabling entrepreneurs to cope with unexpected expenses. When businesses have savings, they rely less on emergency borrowing.
However, compulsory savings may reduce liquidity. If clients are required to deposit part of their income regularly, their available working capital may decrease. The impact of savings depends on flexibility and accessibility. Well-designed savings programs can complement credit and support long-term stability.

2.4.4 Financial Literacy and Business Training
Non-financial services are increasingly recognized as important components of microfinance. Many small entrepreneurs lack basic knowledge in accounting, budgeting, and financial planning. Financial literacy programs aim to improve money management skills. Financial education enhances decision-making and reduces the risk of over-indebtedness. Business training programs may also strengthen marketing skills, cost management, and strategic planning.
Recent development studies highlight that combining finance with training leads to better enterprise outcomes compared to credit alone (World Bank, 2025). However, the quality and relevance of training determine its effectiveness. Practical and context-based training tends to produce stronger results. This variable captures the extent to which financial literacy and training support business growth.

2.4.5 Monitoring and Loan Officer Relationship
Close monitoring is a common feature of microfinance operations. Loan officers regularly visit clients, collect repayments, and review business activities. This interaction can influence borrower behavior. Positive relationships between loan officers and clients build trust and improve communication. Relationship-based lending reduces information asymmetry and improves repayment performance.
However, excessive monitoring may increase stress and reduce autonomy. If enforcement is too strict, borrowers may feel pressured. The balance between support and control is important. Supportive supervision can encourage responsible borrowing and better financial planning. Therefore, this variable evaluates the role of monitoring and interpersonal relationships in influencing business outcomes.

2.4.6 MFI Policy and Lending Practices 
MFI policy and lending practices are important factors that affect how borrowers use microfinance services. These policies guide how loans are given, how clients are treated, and how risks are managed. Good lending practices help protect both the borrower and the institution, while weak practices may create financial problems for clients. 
One important part of lending policy is client protection. Client protection refers to fair and responsible treatment of borrowers. Ethical lending practices include transparency in pricing, prevention of over-indebtedness, and respectful communication. The global microfinance industry increasingly emphasizes responsible finance. Strong client protection frameworks improve long-term sustainability and borrower trust. Transparent disclosure of interest rates and fees helps clients make informed decisions. Weak client protection may lead to financial distress and multiple borrowing. Over-indebtedness can reduce business performance and increase vulnerability. (CGAP, 2010) Therefore, ethical lending standards are essential to ensure that microfinance supports development rather than creating harm.

2.4.7 Small Business Growth (Dependent Variable)
Small business growth is the dependent variable in this study. Growth reflects improvement in business performance over time. It is measured using objective indicators commonly applied in SME research. Sales growth indicates increased demand for products or services. Rising sales suggest business expansion and improved market position. Profit growth reflects financial sustainability. Increased profit allows reinvestment and long-term development.
Employment growth shows expansion in business activities. Hiring more workers suggests higher production capacity. Asset accumulation includes purchasing equipment, vehicles, or shop expansion. It represents long-term capital formation. These indicators are widely used in SME development research (OECD, 2023). Together, they provide a comprehensive measure of business performance improvement.

[bookmark: _Toc225421331]2.5 Review of Empirical Studies
Previous empirical studies have examined the role of financial services and credit access on the growth of small and medium enterprises in Myanmar. Many studies show that financial support plays an important role in improving business performance, but there are also several challenges faced by entrepreneurs. The findings from different studies provide useful understanding for this research.
A study by Chit Win Htut (2025) on ADVANS Myanmar microfinance services in Pakokku Township found that loan services, savings services, and financial literacy services have a positive impact on small business development. The study showed that loan services have the strongest effect, helping business owners to expand their activities and increase income. It also highlighted that financial literacy improves decision-making ability, while savings services help manage financial risk and stability. This study supports the idea that different microfinance services together can improve business growth.
Similarly, Win Myat Aye (2019) studied the effectiveness of credit financing in “Monywa Industrial Zone “and found a positive relationship between credit financing and SME growth. Most respondents agreed that access to credit is very important for increasing sales and profitability. The study also suggested that better loan terms and lower interest rates can further support business development.
However, some studies pointed out that there are many difficulties in accessing financial services. Zarni Soe (2024) found that small businesses in Tanintharyi Region face major challenges such as strict collateral requirements, short repayment periods, and insufficient loan amounts. These problems make it difficult for businesses to obtain credit and limit their growth opportunities.
In addition, Ei Thandar Win (2024) reported that SMEs in Naypyitaw face both opportunities and challenges. While businesses have potential for growth, they still experience problems such as limited access to finance, labor shortages, and strong competition. The study also mentioned that government support is not enough to fully help SMEs develop.
Overall, these empirical studies show that financial services are important for small business growth, but there are still many challenges in accessing and using these services. Therefore, it is necessary to further study how microfinance initiatives influence small business growth, especially in specific areas like Yangon Region.

2.5.1 Research Gap
Based on the review of previous empirical studies, it can be observed that many researchers have focused on the development of small and medium enterprises and their access to financial services. Numerous studies have examined issues such as credit financing, financial constraints, and business growth among SMEs.
However, most of these studies concentrate broadly on SMEs, which include both small enterprises and medium-sized enterprises. Although SMEs are often studied as a combined group, research that focuses specifically on small businesses is relatively limited. Small businesses usually operate with fewer resources, smaller capital, and greater financial vulnerability compared to medium-sized enterprises. Therefore, the experiences and challenges faced by small businesses may differ significantly from those of medium enterprises.
Furthermore, many previous studies in Myanmar have mainly examined bank credit access and financing constraints, while fewer studies have specifically investigated the benefits and challenges of microfinance initiatives for small business development. In particular, empirical research focusing on how microfinance services influence the growth and sustainability of small businesses in urban areas such as Yangon remains limited.
Therefore, this study aims to address this research gap by examining both the benefits and challenges of microfinance initiatives for small businesses in Myanmar, with a particular focus on small business clients in Yangon. By analyzing how different microfinance services affect business performance and development, this study seeks to contribute to a better understanding of the role of microfinance in supporting small business growth.

[bookmark: _Toc225421332]2.6 Conceptual Framework of the Study
The conceptual framework for this study is developed from previous studies and related literature on microfinance and small business development. It explains the relationship between microfinance initiatives and the growth of small businesses in Yangon. In this study, microfinance initiatives are considered as the independent variables, while small business growth is the dependent variable. The key microfinance initiatives include loan access and size, loan terms and pricing, savings services, non-financial services, monitoring and relationship management, flexibility, and MFI policies. These services may help small business owners improve financial management and business activities. The framework therefore illustrates how microfinance services may influence small business growth.

Figure (3.1): Conceptual Framework of the Study
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Source: Own Complication based on Previous Studies (2026) 
As shown in Figure 1.0, this study examines the benefits and challenges of microfinance initiatives provided by MFIs in Yangon. In this framework, microfinance initiatives are considered the independent variables, including loan access and size, loan terms and pricing, savings services, non-financial services, monitoring and relationship management, flexibility, and MFI policies. These services aim to support small business owners by providing financial resources and business guidance. However, they may also create challenges such as repayment pressure and strict loan conditions. The dependent variable is small business growth, which refers to improvements in sales, profit, employment, and assets. The framework explains how microfinance initiatives influence small business development in Yangon.Top of Form
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CHAPTER 3	
[bookmark: _Toc225421334]RESEARCH METHDOLOGY

This chapter presents the research methodology used in this study. It explains the research approach, research strategy, research design, population and sampling design, data collection methods, questionnaire design, data analysis techniques, and ethical considerations. The purpose of this chapter is to describe clearly how the research was conducted and how the collected data were analyzed in order to answer the research questions and test the hypotheses of the study.

[bookmark: _Toc225421335]3.1 Research Method
Research methodology provides a structured process for collecting, analyzing, and interpreting data in order to answer research questions. It ensures that research findings are reliable and valid (Bhome, et al., 2013). A clear methodology also helps reduce bias and improves the overall quality of the study.
This study uses a quantitative research method to examine the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. The quantitative approach focuses on collecting numerical data and analyzing it with statistical tools so that relationships between variables can be measured clearly. (Bryman & Cramer, 2011). In this study, data were collected through a structured survey questionnaire distributed to small business owners who use microfinance services. 
The questionnaire uses a five‑point Likert scale to measure respondents’ opinions and perceptions on loan access, loan terms, savings services, training, monitoring, MFI policies, and business performance. The collected data are analyzed using descriptive statistics to summarize respondent characteristics and key variables, and multiple regression analysis to test the effect of microfinance initiatives on small business growth. The quantitative method is suitable for this research because it allows the researcher to test hypotheses, identify significant factors, and provide objective evidence for decision making.

3.1.1 Research Approach
This study adopts a quantitative research approach to assess how microfinance initiatives influence small business growth in Yangon Region. The quantitative approach is suitable because the main variables of interest, such as sales, profit, number of employees, and access to financial services, can be measured using numerical data. 
In this approach, information is collected through a standardized questionnaire, and all respondents answer the same set of questions using a five‑point Likert scale. This makes it possible to compare answers across many small business owners and to identify common patterns. The data are then analyzed using statistical software to produce descriptive statistics and to run multiple regression analysis. Through this analysis, the study can test the research hypotheses and determine which microfinance factors have significant effects on business growth. Overall, the quantitative approach allows the research to provide clear, objective, and generalizable findings.

3.1.2 Research Strategy
The research strategy used in this study is a cross-sectional survey strategy. A cross-sectional survey collects data at a single point in time and is widely used in business research (Greener, 2018). This strategy is appropriate because the study aims to examine the current situation of small business owners using microfinance services in Yangon Region. It allows the researcher to collect data from many respondents within a limited time and cost.
[bookmark: _Toc225421336]However, the cross-sectional design has limitations. It does not capture changes over time and cannot fully establish causal relationships. The results represent only the conditions during the data collection period.

3.2 Research Design
Research design refers to the overall plan used to conduct the study and answer the research questions (Sekaran, 2003). This study adopts a cross-sectional descriptive research design. Descriptive research is used to describe the characteristics of respondents and summarize the collected data. It helps to understand the current conditions of microfinance clients.

Research Hypotheses
Based on the conceptual framework, the following hypotheses are developed:
H1: Loan access and capital sufficiency have a positive effect on small business growth.
H2: Interest rate and repayment terms have a negative effect on small business growth.
H3: Savings services have a positive effect on small business growth.
H4: Financial literacy and business training have a positive effect on small business growth.
H5: Monitoring and loan officer relationship have a positive effect on small business growth.
H6: MFI policy and lending practices have a positive effect on small business growth.
Model Specification
The regression model used in this study is as follows:
Y = β₀ + β₁X₁ + β₂X₂ + β₃X₃ + β₄X₄ + β₅X₅ + ε
Where:
Y = Small business growth
X₁ = Loan access
X₂ = Interest rate and repayment terms
X₃ = Savings services
X₄ = Financial training
X₅ = Monitoring and relationship
ε = Error term
Regression analysis is widely used in social science research to test relationships between variables and evaluate their effects ( (Bryman & Cramer, 2011).

[bookmark: _Toc225421337]3.3 Population and Sampling Design
This section explains the target population of the study and how the sample was selected from that population. A clear population and sampling design is important to ensure that the results of the research are reliable and can represent the situation of small business owners using microfinance services in Yangon Region. Because it is not possible to survey every microfinance client, a sample of respondents is chosen using appropriate sampling methods. The following subsections describe the target population, sampling method, and sample size used in this study.
3.3.1 Target Population
The target population consists of small business owners in Yangon Region who use microfinance services. These businesses operate in sectors such as retail, services, manufacturing, and transportation. Small businesses are selected because they are major users of microfinance services and play an important role in economic development.
.	The exact number of small business owners using microfinance services in Yangon Region is not clearly documented. Therefore, the population size of this study is considered unknown.

3.3.2 Sampling Method
This study uses a multi-stage cluster sampling method combined with respondent-driven recruitment. Cluster sampling is appropriate when the population is widely distributed and when it is difficult to obtain a complete list of all individuals in the population, particularly those that are widely geographically dispersed. In cluster sampling, researchers divide a population into smaller groups known as clusters. They then randomly select among these clusters to form a sample. Researchers usually use pre-existing units as their clusters. (Thomas, 2023)
In this research, the first stage involves dividing the Yangon Region into geographical clusters based on townships where microfinance activities and small business operations are commonly found. The selected townships for this study include Thaketa, Hlaing Tharyar, Dawbon, Hmawbi, South Dagon, Twante, Hmawbi and Minga lardon.
In the second stage, business areas within these townships are identified. These areas include local markets, roadside shops, and small commercial areas where small businesses operate.
In the final stage, respondents are selected using respondent-driven recruitment. Initial respondents who meet the study criteria are first identified. These respondents are then asked to refer other small business owners who also use microfinance services. This approach helps the researcher reach additional participants within the same business networks. Respondent-driven recruitment is commonly used when the population size is unknown and when a complete sampling frame is not available (Heckathorn, 2011).
3.3.4 Sample Size
The sample size for the quantitative survey is approximately 384 respondents.
This number is based on the sample size formula developed by (Cochran, 1977), which is commonly used when the population size is large or unknown. A sample size of 384 respondents provides a confidence level of 95 percent with a margin of error of 5 percent. 
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[bookmark: _Toc225421338]3.4 Data Collection Methods
There are two kinds of data collection methods.

3.4.1 Primary Data
Primary data are collected through a structured survey questionnaire distributed to small business owners using microfinance services. The questionnaire includes statements related to microfinance initiatives and business growth indicators. 

3.4.2 Secondary Data
Secondary data are obtained from books, academic journals, research reports, and publications from international organizations. These sources provide background information related to microfinance and small business development. 

[bookmark: _Toc225421339]3.5 Questionnaire Design
The questionnaire used in this study is structured into three main sections in order to collect relevant information from respondents.
Section A: Demographic Information
This section collects background information about the respondents. The questions include gender, age group, education level, type of business, years of business operation, and number of employees. This information helps describe the characteristics of the respondents and provides useful context for interpreting the research findings.
Section B: Microfinance Initiatives
This section measures the respondents’ experiences with microfinance services. The questions focus on issues such as loan access, interest rate structures, savings services, financial training, monitoring by loan officers, and client protection practices. These factors represent the independent variables of the study.
Section C: Small Business Growth
This section measures the perceived growth of the respondents’ businesses. The indicators include changes in sales, profit, number of employees, and business assets. These indicators represent the dependent variable of the study.
Measurement Scale
The Likert scale, named after psychologist “Rensis Likert” (1932), helps measure people’s attitudes, opinions, or feelings; by asking them to rate how much they agree or disagree with specific statements. (Saul McLeod, 2025). It is widely used in social science research because it allows researchers to measure attitudes and perceptions in a quantitative form that can be analyzed statistically
The questionnaire uses a five-point Likert scale to measure respondents’ perceptions of microfinance initiatives and small business growth. The Likert scale allows respondents to express their level of agreement with each statement.
The scale is defined as follows:
1 – Strongly Disagree
2 – Disagree
3 – Neutral
4 – Agree
5 – Strongly Agree
Pilot Test and Interview Preparation
The questionnaire was first prepared in English and then translated into the Myanmar language. A pilot test was conducted with a small group of respondents (20 microfinance clients) to check the clarity and reliability of the questions. Necessary changes were made to the questionnaire before conducting the main survey.

[bookmark: _Toc225421340]3.6 Data Analysis Methods
After collecting the survey data, the responses were coded and entered into statistical software for analysis. The data analysis process included several statistical techniques used to examine the relationship between microfinance initiatives and small business growth. Quantitative data analysis is commonly used in social science research to interpret numerical data and identify patterns between variables. (Bryman & Cramer, 2011)
The collected data were analyzed using the Statistical Package for Social Sciences (SPSS) software. SPSS is also known as IBM SPSS Statistics since 2009, is a user-friendly software package used for the analysis of statistical data and to make data-driven decisions. SPSS is widely used in social science research for statistical data analysis because it provides various tools for data management, statistical testing, and interpretation of results. (Awati, 2024)
3.6.1 Descriptive Statistics
Descriptive statistics were used to summarize the characteristics of the respondents and the overall responses to the questionnaire. The analysis included frequencies, percentages, means, and standard deviations. Descriptive statistics help researchers present data in a clear and understandable way by summarizing large sets of data into meaningful information.

3.6.2 Correlation Analysis
Correlation analysis was conducted to examine the relationship between microfinance initiatives and small business growth. Pearson correlation coefficients were used to measure the strength and direction of the relationships between variables. Correlation analysis helps determine whether two variables move together and the degree to which they are related. (Sekaran, 2003)

3.6.3 Multiple Regression Analysis
Multiple regression analysis was used to examine the influence of microfinance initiatives on small business growth. This statistical method allowed the researcher to analyze the combined effects of several independent variables on the dependent variable. Regression analysis is widely applied in business and social science research to test hypotheses and evaluate causal relationships between variables. 

[bookmark: _Toc225421341]3.7 Ethical Considerations 
Ethical considerations in research are a set of principles that guide research designs and practices. Scientists and researchers must always adhere to a certain code of conduct when collecting data from people. (Bhandari, 2024) .These considerations are important in research involving human participants. Participation in this study is voluntary, and respondents are informed about the purpose of the research before completing the questionnaire or interviews. The confidentiality of respondents is protected, and the collected data are used only for academic purposes.
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[bookmark: _Toc225421343]ANALYSIS AND RESULTS

This chapter presents the analysis and findings of the study based on the data collected from 384 small business owners who are clients of microfinance institutions in Yangon Region. The analysis is conducted using SPSS software, as described in Chapter 3.
	  The chapter is organized into four main sections. First, the demographic and business profile of respondents is presented using descriptive statistics. Second, descriptive statistics of the study variables are analyzed. Third, regression analysis is conducted to examine the influence of microfinance initiatives on small business growth. Finally, qualitative findings from interviews are presented to provide deeper insights and support the quantitative results.

[bookmark: _Toc225421344]4.1 Demographic Profile of Respondents
In this survey, a total of 384 questionnaires were distributed to small business owners who are clients of microfinance institutions in Yangon Region, and all 384 questionnaires were successfully collected and used for analysis. The demographic and business characteristics of respondents include gender, age group, marital status, education level, type of business, role in the organization, years of business experience, number of employees, and years of relationship with microfinance institutions. The results are presented in Table (4.1).
Table (4.1) Profile of Respondents
	No.
	Demographic Characteristics
	Groups
	Number of Respondents
	Percentage (%)

	1
	Gender
	Male
	130
	33.9

	
	
	Female
	254
	66.1

	
	
	Total
	384
	100

	2
	Age Group
	Under 25
	30
	7.8

	
	
	25–34 years
	56
	14.6

	
	
	35–44 years
	132
	34.4

	
	
	45–54 years
	116
	30.2

	
	
	55 and above
	50
	13

	
	
	Total
	384
	100

	3
	Marital Status
	Married
	226
	58.9

	
	
	Unmarried
	121
	31.5

	
	
	Other
	37
	9.6

	
	
	Total
	384
	100

	4
	Education Level
	Primary
	17
	4.4

	
	
	Middle School
	54
	14

	
	
	High School
	119
	31

	
	
	Diploma
	49
	12.8

	
	
	Bachelor Degree or Higher
	145
	37.8

	
	
	Total
	384
	100

	5
	Type of Business
	Retail/Wholesale
	127
	33

	
	
	Industry
	29
	7.6

	
	
	Manufacturing
	50
	13

	
	
	Service
	137
	35.7

	
	
	Other
	41
	10.7

	
	
	Total
	384
	100

	6
	Role in Organization
	Owner
	243
	63.3

	
	
	Owner-Manager
	110
	28.6

	
	
	Manager
	31
	8.1

	
	
	Total
	384
	100

	7
	Business Experience
	Less than 1 year
	25
	6.5

	
	
	1–5 years
	102
	26.5

	
	
	6–10 years
	125
	32.6

	
	
	More than 10 years
	132
	34.4

	
	
	Total
	384
	100

	8
	Number of Employees (Include Yourself)
	1
	59
	15.4

	
	
	2–5
	128
	33.3

	
	
	6–10
	80
	20.8

	
	
	More than 10
	117
	30.5

	
	
	Total
	384
	100

	9
	Relationship with MFI
	Less than 1 year
	18
	4.7

	
	
	1–5 years
	114
	29.7

	
	
	6–10 years
	112
	29.1

	
	
	More than 10 years
	140
	36.5

	
	
	Total
	384
	100



Source: Survey Data (2026)
As shown in Table (4.1), 66.1% of the respondents are female and 33.9% are male . It can be observed that female respondents represent a significantly larger proportion than male respondents. This indicates that women are more actively involved in small business activities and are the primary users of microfinance services in Yangon Region.
According to the age group, the majority of respondents fall between 35 and 44 years old, representing 34.4%. The second largest group is between 45 and 54 years old with 30.2%, followed by 14.6% of respondents aged between 25 and 34 years. Respondents aged 55 years and above account for 13.0%, while those under 25 years represent only 7.8% . Therefore, most respondents are middle-aged individuals who are actively engaged in business operations.
Regarding marital status, 58.9% of respondents are married, while 31.5% are unmarried and 9.6% fall into other categories . This suggests that a large proportion of respondents have family responsibilities, which may influence their need for financial support through microfinance.
In terms of education level, 37.8% of respondents hold a bachelor’s degree or higher, representing the largest group. This is followed by 31.0% who completed high school, 14% with middle school education, and 12.8% holding diplomas. Only 4.4% have primary education . These results indicate that most respondents possess a moderate to relatively high level of education, which may support their business decision-making and financial management.
Concerning the type of business, 35.7% of respondents are engaged in service businesses, representing the largest group. This is followed by 33% in retail and wholesale businesses, 13.0% in manufacturing, 7.6% in industry, and 10.7% in other types of businesses . It can be seen that service and trading activities dominate the small business sector in Yangon.
With regard to the role in the organization, 63.3% of respondents are business owners, while 28.6% are owner-managers and only 8.1% are managers . This indicates that most respondents are directly responsible for decision-making and business operations.
In terms of years of business experience, 34.4% of respondents have more than 10 years of experience, representing the largest group. This is followed by 32.6% with 6 to 10 years, 26.5% with 1 to 5 years, and only 6.5% with less than 1 year of experience . These findings show that most respondents are experienced entrepreneurs.
Regarding the number of employees, 33.3% of businesses employ between 2 and 5 workers, representing the largest group. This is followed by 30.5% with more than 10 employees, 20.8% with 6 to 10 employees, and 15.4% operating as single-person businesses . This suggests that many businesses are small in size but have the potential for growth.
Finally, in terms of years of relationship with microfinance institutions, 36.5% of respondents have been working with MFIs for more than 10 years, representing the largest group. This is followed by 29.7% with 1 to 5 years, 29.1% with 6 to 10 years, and only 4.7% with less than 1 year . These results indicate that many respondents have long-term relationships with microfinance institutions, reflecting their continued reliance on such financial services.

4.2 Reliability Test
The reliability test was conducted to examine the internal consistency of the measurement items used in this study. Cronbach’s Alpha coefficient was applied to assess the reliability of each variable. In social science research, a Cronbach’s Alpha value of 0.70 or above is generally considered acceptable, indicating that the items are consistent and measure the same construct (Sekaran, 2003).

Table (4.2) Results from Reliability Test

	Variable
	No of Items 
	Cronbach’s Alpha

	Loan Access and Availability
	6
	0.762

	Loan Terms and Pricing
	6
	0.739

	Savings Services
	6
	0.758

	Non-Financial Services and Training
	6
	0.881

	Monitoring, Relationship, and Flexibility
	6
	0.716

	MFI Policy and Lending Practices
	6
	0.733

	Small Business Growth and Performance 
	9
	0.875



Source: Survey Data (2026)

As presented in Table (3.1), all variables achieved acceptable reliability levels. The Cronbach’s Alpha values range from 0.716 to 0.881 for microfinance-related variables and 0.875 for small business growth. The highest reliability was observed in Non-Financial Services and Training (0.881), while Monitoring and Relationship showed the lowest value (0.716), which is still within the acceptable range.
These results indicate that the measurement scales used in this study are reliable and internally consistent. Therefore, the data are suitable for further statistical analysis, including correlation and regression analysis.

[bookmark: _Toc225421345]4.3 Microfinance Initiatives 
This section explains the main microfinance initiatives and how they relate to small business activities in Myanmar. In this study, there are six elements of microfinance initiatives: loan access and loan size, loan terms and pricing, savings services, non-financial services and training, monitoring, relationship and flexibility, and MFI policy and lending practices. The overall mean scores of these variables are presented in Table (4.3).

Table (4.3) Descriptive Analysis of Microfinance Initiatives
	No.
	Variables
	Overall Mean

	1
	Loan Access and availability
	3.48

	2
	Loan Terms and Pricing
	3.57

	3
	Savings Services
	3.71

	4
	Non-Financial Services and Training
	3.35

	5
	Monitoring, Relationship and Flexibility
	3.81

	6
	MFI Policy and Lending Practices
	3.77


Source: Survey Data (2026)
Table (4.3) presents the overall mean scores of each variable in microfinance initiatives. The results indicate that all variables have mean values between 3.35 and 3.81, which reflects a moderate to high level of agreement. Among them, monitoring, relationship and flexibility has the highest mean value of 3.81, showing that respondents are satisfied with the support and communication from loan officers. Savings services and MFI policies also have relatively high mean values, indicating their usefulness. However, non-financial services and training have the lowest mean value of 3.35. This suggests that training and advisory services are less effective compared to other services. Overall, microfinance initiatives are helpful, but some areas still need improvement
 The mean scores and standard deviations of each variable are presented in detail in the following tables

4.3.1 Loan Access and Availability
In this study, loan access and availability is one of the key elements of microfinance initiatives. The mean scores of this variable are presented in Table (4.4) .

Table (4.4) Loan Access and Availability
	No.
	Items
	Mean
	Standard Deviation

	1
	Easy access to microfinance loans
	3.45
	1.195

	2
	Loan size is sufficient for business needs
	3.24
	1.251

	3
	Loan approval process is convenient
	3.53
	1.074

	4
	Loan application requirements are simple
	3.59
	1.109

	5
	Loan process is transparent and fair
	3.81
	0.991

	6
	Loan products meet business needs
	3.27
	1.251

	Overall Mean
	3.48
	 



Source: Survey Data (2026)
Table (4.4) presents the mean scores of each item related to loan access and availability. The overall mean value is 3.48, which indicates a moderate level of agreement among respondents. This shows that microfinance loans are generally accessible; however, limited loan size may constrain business expansion and reduce investment capacity.”
Among the items, loan process being transparent and fair has the highest mean score of 3.81, indicating that respondents trust the loan system. In addition, loan application requirements being simple (3.59) and loan approval process being convenient (3.53) show that the procedures are relatively easy for clients.
However, some weaknesses are observed. The lowest mean score is for loan size being sufficient for business needs (3.24), which indicates that many respondents feel the loan amount is not enough to support their business activities. This may limit business expansion and investment. Therefore, MFIs should consider increasing loan sizes or providing flexible loan options based on business needs.
Another relatively low mean score is for loan products meeting business needs (3.27). This suggests that existing loan products may not fully match the different requirements of small businesses. To address this issue, MFIs should design more customized loan products that suit different types and sizes of businesses.
Overall, loan access is relatively easy and convenient for small business owners. However, improving loan size and product suitability is necessary to better support business growth.
4.3.2 Loan Terms and Pricing
Loan terms and pricing are one of the key components of microfinance initiatives in this study. The mean values of this variable are presented in Table (4.5).
Table (4.5) Loan Terms and Pricing
	No.
	Items
	Mean
	Standard Deviation

	1
	Repayment schedule fits business income
	3.47
	1.258

	2
	Repayment period is long enough
	3.57
	1.207

	3
	Loan terms are flexible and favorable
	3.59
	1.132

	4
	Loan charges and conditions are clearly understood
	3.63
	1.112

	5
	Interest rate is fair for business
	3.59
	1.134

	6
	Total borrowing cost is reasonable
	3.55
	1.153

	Overall Mean
	3.57
	 


Source: Survey Data (2026)
Table (4.5) presents the mean scores of each item related to loan terms and pricing. The overall mean value is 3.57, which indicates a moderate to high level of agreement among respondents. This suggests that loan conditions are acceptable; however, they may not fully support long-term business growth.
Among the items, loan charges and conditions are clearly understood has the highest mean score of 3.63, showing that respondents have a good understanding of loan terms. This is particularly important because clear information helps borrowers make better financial decisions. The loan terms being flexible and favorable (3.59) and interest rate being fair (3.59) also have relatively high mean values. This suggests that many respondents feel that the loan conditions and interest rates are acceptable for their business operations.
In addition, the repayment period being long enough (3.57) and total borrowing cost being reasonable (3.55) show moderate satisfaction. These results suggest that loan duration and overall costs are manageable for most borrowers, but may not be ideal for all businesses. However, the repayment schedule fitting business income has the lowest mean score of 3.47. This implies that some respondents face difficulties in matching repayment schedules with their income patterns, especially when income is irregular.
Overall, loan terms and pricing are considered acceptable and understandable by most small business owners. However, repayment schedules and cost structures still need improvement to better match the financial conditions of small businesses.

4.3.3 Savings Services
In this study, savings services are considered an important component of microfinance initiatives. The mean scores of this variable are presented in Table (4.6).

Table (4.6) Savings Services

	No.
	Items
	Mean
	Standard Deviation

	1
	Easy to deposit savings
	3.81
	1.109

	2
	Easy to withdraw savings
	3.41
	1.252

	3
	Savings interest rate is reasonable
	3.89
	1.010

	4
	Savings help manage cash flow
	3.53
	1.167

	5
	Savings help handle emergencies
	3.69
	1.034

	6
	Feel secure keeping savings
	3.93
	0.998

	Overall Mean
	3.71
	 



Source: Survey Data (2026)

Table (4.6) presents the mean scores of each item related to savings services. The overall mean value is 3.71, which indicates a high level of agreement among respondents. This shows that savings services are useful and beneficial for small business owners.
Among the items, feeling secure in keeping savings has the highest mean score of 3.93, indicating that respondents trust microfinance institutions to keep their money safely. Similarly, the savings interest rate being reasonable (3.89) and easy to deposit savings (3.81) also have high mean values, showing that savings services are convenient and attractive for users.
In addition, savings helping to handle emergencies (3.69) and helping to manage cash flow (3.53) indicate that savings services support financial stability for small businesses. These benefits are important because small business owners often face unexpected expenses and income fluctuations.
However, ease of withdrawing savings has the lowest mean score of 3.41. This suggests that some respondents may face difficulties when they want to access their savings quickly. This may be due to restrictions such as compulsory savings, limited cash availability, and institutional procedures.
Overall, savings services are highly valued by small business owners. They help improve financial security and support business operations. However, improving the flexibility of withdrawing savings could further enhance their usefulness.

4.3.4 Non-Financial Services and Training
In this study, non-financial services and training are considered an important part of microfinance initiatives. The mean scores of this variable are presented in Table (4.7).

Table (4.7) Non-Financial Services and Training

	No.
	Items
	Mean
	Standard Deviation

	1
	Training on business management is useful
	2.96
	1.304

	2
	MFI staff provide helpful loan advice
	3.52
	1.103

	3
	Training improves financial management skills
	3.15
	1.196

	4
	MFI guidance helps business planning
	3.61
	0.99

	5
	Training improves record keeping and budgeting
	3.35
	1.125

	6
	Learned to separate business and personal expenses
	3.49
	1.089

	Overall Mean
	3.35
	 



Source: Survey Data (2026)

Table (4.7) presents the mean scores of each item related to non-financial services and training. The overall mean value is 3.35, which indicates a moderate level of agreement among respondents. This suggests that training and advisory services are less effective compared to other microfinance services.
Among the items, MFI guidance helps business planning has the highest mean score of 3.61, showing that respondents receive some useful support from microfinance institutions. In addition, MFI staff providing helpful loan advice (3.52) indicates that clients benefit from basic guidance and communication.
However, there are some weaknesses in this variable. The lowest mean score is for training on business management being useful (2.96), which shows that many respondents do not find the training practical or helpful for their real business activities. This may be due to the training content being too general or not matching the actual needs of small business owners. Therefore, MFIs should improve training programs by focusing on practical skills, real-life examples, and interactive learning methods.
Another low mean score is for training improving financial management skills (3.15). This shows that the training is not very effective in helping clients improve their financial knowledge, such as budgeting and record keeping. To address this issue, MFIs should provide simple and easy-to-understand training that focuses on daily financial management and business decision-making.
Overall, non-financial services and training provide some support to small business owners, but their impact is still limited. Improving the quality, relevance, and practicality of training programs can help increase their effectiveness and better support business growth.

4.3.5 Monitoring, Relationship, and Flexibility
In this study, monitoring, relationship, and flexibility are considered important components of microfinance initiatives. The mean scores of this variable are presented in Table (4.8) .
Table (4.8) Monitoring, Relationship, and Flexibility

	No.
	Items
	Mean
	Standard Deviation

	1
	No pressure from regular staff visits
	3.55
	1.213

	2
	Staff are competent and respectful
	3.95
	1.005

	3
	Loan monitoring is supportive
	3.83
	0.969

	4
	Repayment rescheduling is allowed
	3.76
	1.121

	5
	Receive timely reminders and feedback
	3.78
	0.99

	6
	Trust MFI confidentiality
	3.98
	0.91

	Overall Mean
	3.81
	 



Source: Survey Data (2026)

Table (4.8) presents the mean scores of each item related to monitoring, relationship, and flexibility. The overall mean value is 3.81, which indicates a high level of agreement among respondents. This shows that clients are generally satisfied with the support, communication, and relationship with microfinance institutions.
Among the items, trust in MFI confidentiality has the highest mean score of 3.98, followed by staff being competent and respectful (3.95). These results indicate that respondents have strong trust in MFI staff and feel respected in their interactions. In addition, loan monitoring being supportive (3.83) and receiving timely reminders and feedback (3.78) show that MFIs maintain good communication with clients.
However, some weaknesses are still observed. The lowest mean score is for no pressure from regular staff visits (3.55), which suggests that some clients feel pressure due to frequent monitoring and visits by loan officers. This may create stress, especially for small business owners with unstable income. Therefore, MFIs should ensure that monitoring is more supportive rather than stressful, and reduce unnecessary pressure on clients.
Another relatively low mean score is for repayment rescheduling being allowed (3.76). This reflected that flexibility in repayment may not be fully available for all clients. Some borrowers may face difficulties when they experience financial problems but cannot easily adjust their repayment schedule. To improve this, MFIs should provide more flexible repayment options that match the financial situation of small business owners.
Overall, monitoring, relationship, and flexibility are strong aspects of microfinance services. However, reducing client pressure and improving repayment flexibility can further enhance the effectiveness of these services.

4.3.6 MFI Policy and Lending Practices
In this study, MFI policy and lending practices are considered an important element of microfinance initiatives. The mean scores of this variable are presented in Table (4.9).

Table (4.9) MFI Policy and Lending Practices

	No.
	Items
	Mean
	Standard Deviation

	1
	Lending practices promote transparency and accountability
	3.72
	1.048

	2
	Loan approval is based on clear criteria
	3.65
	1.097

	3
	Policies are flexible for business challenges
	3.65
	1.107

	4
	MFIs inform changes in policies in advance
	3.70
	1.028

	5
	Policies encourage responsible borrowing
	3.92
	0.968

	6
	Overall policies create confidence and security
	3.97
	0.906

	Overall Mean
	3.77
	 



Source: Survey Data (2026)

Table (4.9) presents the mean scores of each item related to MFI policy and lending practices. The overall mean value is 3.77, which indicates a high level of agreement among respondents. This shows that clients generally have confidence in the policies and lending practices of microfinance institutions.
Among the items, overall policies creating confidence and security has the highest mean score of 3.97, followed by policies encouraging responsible borrowing (3.92). These results indicate that respondents trust MFI policies and feel secure when using their services. In addition, lending practices promoting transparency and accountability (3.72) also show that MFIs maintain clear and responsible systems.
However, some weaknesses are still observed. The lowest mean score is for loan approval being based on clear criteria (3.65), which suggests that some respondents may not fully understand or trust the loan approval process. This may create uncertainty among clients. Therefore, MFIs should improve communication by clearly explaining loan requirements and approval criteria to clients.
Another relatively low mean score is for policies being flexible for business challenges (3.65). This shows that MFI policies may not fully support clients when they face business difficulties. To address this issue, MFIs should introduce more flexible policies that can adjust to the changing conditions of small business owners.
Overall, MFI policy and lending practices are viewed positively by respondents. However, improving transparency in loan approval and increasing policy flexibility can further strengthen client trust and support business growth.

[bookmark: _Toc225421347]4.4  Small Business Growth
In this study, small business performance is considered the dependent variable, which reflects the overall growth of businesses after using microfinance services. The mean scores of this variable are presented in Table (4.10) .

Table (4.10 ) Small Business and Performance

	No.
	Items
	Mean
	Standard Deviation

	1
	Cash flow and working capital improved
	3.79
	0.93

	2
	Able to maintain more inventory
	3.87
	0.837

	3
	Increased use of technology and equipment
	3.61
	1.015

	4
	Sales and profit have increased
	3.53
	1.029

	5
	Business expansion and investment increased
	3.48
	1.093

	6
	Increased number of employees
	3.32
	1.11

	7
	Improved business planning
	3.36
	1.055

	8
	Better prepared for financial emergencies
	3.43
	1.045

	9
	Overall business performance improved
	4.03
	0.836

	Overall Mean
	3.6
	 



Source: Survey Data (2026)

Table (4.10) presents the mean scores of each item related to small business performance. The overall mean value is 3.60, which indicates a moderate to high level of agreement among respondents. This shows that microfinance services have a generally positive impact on business performance.
Among the items, overall business performance improved has the highest mean score of 4.03, followed by ability to maintain more inventory (3.87) and improved cash flow and working capital (3.79). These results indicate that microfinance services are helpful in supporting daily business operations and improving overall performance.
However, some weaknesses are also observed. The lowest mean score is for increased number of employees (3.32), which shows that business growth has not significantly created more job opportunities. This may be because many businesses are still small and focus more on survival than expansion. Therefore, MFIs and policymakers should provide larger loan sizes and business expansion support to encourage employment growth.
The second lowest mean score is for improved business planning (3.36). This implies that many respondents still have difficulties in planning and managing their businesses effectively. To improve this, MFIs should provide more practical training on business planning, financial management, and long-term strategy.
Another relatively low mean score is for better prepared for financial emergencies (3.43). This suggests that some businesses are still vulnerable to unexpected financial problems. Therefore, MFIs should promote savings programs and financial literacy to help clients build emergency funds and improve financial resilience.
Overall, microfinance services contribute positively to small business performance. However, improvements are needed in employment generation, business planning, and financial preparedness to achieve stronger and more sustainable business growth.

[bookmark: _Toc225421348]4.5 Analysis the Effect of Microfinance Intiatives on Small Business Growth
Table (4.11) presents the results of multiple regression analysis on the benefits and challenges of microfinance initiatives for small business growth . The R Square value is 0.42, indicating that 42% of the variation in small business growth can be explained by the independent variables included in the study. This shows that the model has a moderate explanatory power.

Table (4.11) Effect of Microfinance Initiatives on  Small Business Growth in Yangon

	Variable
	Unstandardized Coefficient
	 
	Standardized Coefficient
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	0.559
	0.189
	 
	2.95
	0.003

	Loan Access and Loan Size
	0.111**
	0.048
	0.122
	2.337
	0.020

	Loan Terms and Pricing
	-0.003
	0.05
	-0.004
	-0.066
	0.947

	Savings Services
	0.263***
	0.048
	0.276
	5.477
	0.000

	Non-Financial Services and Training
	0.02
	0.038
	0.026
	0.527
	0.599

	Monitoring, Relationship and Flexibility
	0.155**
	0.056
	0.146
	2.78
	0.006

	MFI Policy and Lending Practices
	0.274***
	0.055
	0.261
	4.997
	0.000

	R Square
	0.42

	Adjusted R Square
	0.411

	F Value
	45.544*



Source: Survey Data (2026)
*** Significant at 1% level, **Significant at 5% level, *Significant at 10% level

According to the ANOVA result, the F-value is 45.544 with a significance value of 0.000, which is less than 0.05. Therefore, the model is statistically significant, indicating that the independent variables jointly have an effect on small business growth, although not all variables are individually significant.
Based on the coefficient results, savings services (β = 0.263, p < 0.01) and MFI policy and lending practices (β = 0.274, p < 0.01) have positive and statistically significant effects on small business growth. This indicates that improvements in savings services and strong institutional policies can enhance business performance. Among these variables, MFI policy and lending practices have a slightly stronger influence than savings services.
In addition, monitoring, relationship and flexibility (β = 0.155, p < 0.05) and loan access and loan size (β = 0.111, p < 0.05) also have positive and significant effects on small business growth. This suggests that supportive monitoring, good relationships, and access to appropriate loan sizes contribute to business improvement.
However, loan terms and pricing (β = -0.003, p > 0.05) and non-financial services and training (β = 0.020, p > 0.05) do not have significant effects on small business growth. This indicates that these factors do not strongly influence business performance. This may be due to the limited effectiveness of training programs and the insignificant impact of loan cost structures on business outcomes.
Overall, the results show that microfinance initiatives provide both benefits and challenges. Financial services and institutional support play a significant role in promoting business growth, while non-financial services and loan pricing require further improvement to enhance their effectiveness.
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[bookmark: _Toc225421351]CONCLUSION

This chapter presents the conclusion and recommendations of the study on the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. The findings are based on the analysis presented in Chapter 4. This chapter summarizes the key results, discusses their implications, and provides practical recommendations for microfinance institutions (MFIs), policy makers, and small business owners. It also suggests areas for future research.

5.1 Findings and Discussion
This study aimed to examine how microfinance initiatives affect small business growth in Yangon Region, Myanmar. The findings are based on survey data from 384 small business owners and the analysis of different types of microfinance services they receive. Overall, the results show that microfinance has a generally positive effect on business performance, but the impact is not equal across all services and not all businesses experience strong growth.
The first main finding is that most respondents see microfinance as useful and important for running their businesses. Many owners said that access to loans, simple application procedures, and support from loan officers make it easier for them to continue their business activities. The descriptive results show that microfinance helps improve cash flow and working capital and allows owners to keep more inventory for their shops. The mean score for overall business performance is also high, which means many respondents believe their business has improved after using microfinance.
The second key finding is that the effect of different microfinance components is not the same. The regression analysis shows that loan access and loan size, savings services, monitoring and relationship with loan officers, and MFI policy and lending practices have a positive and significant influence on small business growth. Among these, savings services and MFI policies have the strongest effect, suggesting that good policies and proper savings products are very important for business improvement. These services help owners manage their money better, handle daily operations, and reduce some financial pressure.
However, loan terms and pricing and non‑financial services and training do not show a strong or significant effect on business growth in the model. This means that current interest rates, repayment periods, and training programs may not be helping businesses as much as expected. Some loan conditions are still difficult for owners who have unstable income, and many training sessions may be too general, too short, or not closely linked to real business problems. This result is important because it shows that microfinance is not automatically effective; the design and quality of services matter a lot.
The third important finding is that microfinance mainly supports business survival and modest improvement, rather than strong expansion. While cash flow, inventory, and overall performance scores are relatively high, the mean scores for employment growth, business expansion, and business planning are lower. This suggests that many small businesses use microfinance loans to keep their business running day‑to‑day rather than to hire more workers or invest in large new projects. Qualitative feedback also indicates that in a difficult economic environment, owners are cautious and focus on stability instead of taking big risks.
Finally, the study shows that the wider economic situation in Myanmar influences how effective microfinance can be. Factors such as inflation, unstable demand, and income uncertainty limit how far small businesses can grow, even when they receive loans. In this context, microfinance provides important support but cannot solve all structural problems faced by small enterprises. Therefore, microfinance should be seen as one helpful tool among many, and it works best when combined with better economic conditions, supportive policies, and practical business training.

5.2 Suggestions and Recommendations
Based on the findings of this study, several suggestions and recommendations can be made for microfinance institutions (MFIs), policy makers, and small business owners in Yangon Region. These suggestions aim to strengthen the positive effects of microfinance and to reduce the challenges that small business owners are currently facing.
First, MFIs should review their loan products, especially loan size and repayment conditions. The results show that loan access and loan size have a positive effect on small business growth, but many owners still feel that the amount they receive is not enough for real expansion. MFIs should consider slightly larger loans for clients with good repayment history and provide step‑by‑step increases in loan amounts based on performance. At the same time, repayment schedules should be more flexible and better matched with the cash flow patterns of different businesses, for example allowing seasonal or monthly repayment instead of very frequent installments for clients with irregular income.
Second, MFIs should continue to improve savings products and encourage clients to save regularly. The study shows that savings services have a strong and significant effect on small business performance. When owners can save easily and safely, they are better able to handle emergencies, manage daily expenses, and plan for future investment. MFIs can design simple and attractive savings schemes with low minimum balance, easy withdrawal rules, and small incentives for consistent savers. They should also educate clients on the importance of building an emergency fund, especially in an unstable economic environment.
Third, non‑financial services and training need to be improved in both content and delivery. Although many MFIs already offer training, the regression results show that current training does not have a strong impact on business growth. Training should be practical, easy to understand, and directly linked to the problems small businesses face in Yangon, such as cash‑flow management, simple bookkeeping, pricing, and customer service. Short, repeated sessions using real examples, local language, and simple tools are likely to be more helpful than one‑time, theory‑based workshops. MFIs can also use loan officers to provide brief advice during field visits, so that training becomes part of regular contact with clients.
Fourth, MFI policy and lending practices should continue to focus on transparency and client protection. The findings show that clear and supportive policies have a positive influence on business growth. MFIs should explain interest rates, fees, and penalties in a simple and honest way before clients sign any agreement. They should also introduce fair procedures for rescheduling or restructuring loans when good clients face temporary business difficulties. This approach can reduce the risk of over‑indebtedness and help clients remain active in business during hard times.
Fifth, policy makers should see microfinance as one part of a wider strategy for small business development. Microfinance alone cannot solve problems such as inflation, weak infrastructure, and unstable markets. Government agencies and development partners should coordinate with MFIs to support business development services, improve market access, and encourage digital and financial literacy among small business owners. In addition, policies that support fair competition, reasonable regulation of MFIs, and protection of borrowers’ rights will help microfinance work more effectively.
Finally, small business owners themselves also have responsibilities. They should use loans mainly for productive purposes, avoid taking multiple loans from many sources at the same time, and keep simple records of their income and expenses. By planning their finances carefully and actively participating in training, small business owners can make better use of microfinance and improve their chances of sustainable growth.

5.3 Needs for Further Studies
This study has provided useful evidence on the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, but it also has some limits that future research should address. First, the research is based on a cross‑sectional survey that collected data at one point in time. Because of this, it cannot fully show long‑term changes in business performance or clearly separate cause and effect. Future studies should use a longitudinal design, following the same businesses over several years to see how repeated borrowing, saving, and training influence growth, survival, and employment in the long run.
Second, this study focuses on selected townships in Yangon and covers only clients of licensed microfinance institutions. The results may not fully represent other regions of Myanmar, especially rural areas where economic conditions, business types, and access to finance are different. Future research should include a wider geographical area and compare urban and rural regions or different states and regions of the country. Comparative studies could also examine differences between Yangon and secondary cities, or between conflict‑affected and more stable areas.
Third, the present research mainly uses quantitative data from questionnaires and a limited number of qualitative responses. Although this provides a good overview, more in‑depth qualitative studies are needed to understand how business owners make decisions about loan use, savings, and risk under economic uncertainty. Future researchers could conduct detailed interviews or case studies with selected small businesses and loan officers to explore behavior, challenges, and coping strategies in more detail.
Fourth, this study examines microfinance from the client side and does not include detailed institutional data from MFIs. Future research could combine client data with institutional data, such as portfolio quality, product design, and risk management practices, to better understand how internal policies affect both outreach and business outcomes. It would also be valuable to compare microfinance with other forms of finance, such as SME bank loans, digital credit, or informal lenders, to see which combination of services best supports sustainable small business growth in Myanmar.
Overall, further studies that are broader in scope, longer in duration, and deeper in analysis will help policy makers, MFIs, and entrepreneurs design more effective strategies for using microfinance to support small business development in Myanmar.
In conclusion, this study examined the benefits and challenges of microfinance initiatives for small business growth in Yangon Region, Myanmar. The findings show that microfinance generally supports small businesses by improving cash flow, inventory, and overall business performance, especially through effective savings services, supportive MFI policies, and good relationships with loan officers. However, loan terms, interest costs, and current training programmes do not yet create strong growth in employment or business expansion. Microfinance is therefore helpful but not sufficient on its own; it works best when combined with flexible product design, stronger business support, and a more stable economic environment.
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Survey Questionnaire
Part I: Demographic and Business Profile
Please tick the appropriate answer for each of the following questions.

1.Gender: 
☐ Male 
☐ Female

2.Age: 
☐ Under 25 
☐ 25–34 
☐ 35–44 
☐ 45–54 
☐ 55 and above

3.Marital Status 
☐ Married
☐ Unmarried
☐ Other

4.Education level: 
☐ Primary 
☐ Middle school 
☐ High school 
☐ Diploma 
☐ Bachelor’s degree or higher



5.Type of business: 
☐ Retail/Wholesale
☐ Industry 
☐ Manufacturing
☐ Service 
☐ Other

6.Your role in the Organization 
☐ Owner 
☐ Owner- Manager
☐ Manager

7.Years in business: 
☐ Less than 1 year 
☐ 1–5 
☐ 6–10 
☐ More than 10

8.Number of employees (including yourself): 
☐ 1 
☐ 2–5 
☐ 6–10 
☐ More than 10


9.Relationship with MFI: 
☐ Less than 1 year 
☐ 1–3 years
☐ 4–6 years  
☐ More than 10 years
Part II: Independent Variables (Microfinance Initiatives)

Please indicate your level of agreement with each statement using the following scale:

1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree

	A. Loan Assess & Availability

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	A1
	It is easy for me to apply for a loan from MFIs when I need funds for my business.
	 
	 
	 
	 
	 

	A2
	The amount of loan I receive from MFIs is enough for my business activities.
	 
	 
	 
	 
	 

	A3
	Loan approval from MFIs is usually fast and convenient.
	 
	 
	 
	 
	 

	A4
	The required documents for loan applications are simple and manageable.
	 
	 
	 
	 
	 

	A5
	The loan process at MFIs is transparent and fair.
	 
	 
	 
	 
	 

	A6
	MFIs offer various loan products that meet small business needs.
	 
	 
	 
	 
	 



	B. Loan Terms and Pricing

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	B1
	The repayment schedule fits well with my business income pattern.
	 
	 
	 
	 
	 

	B2
	The loan repayment period is long enough for me to use funds effectively.
	 
	 
	 
	 
	 

	B3
	The loan terms are flexible and favorable for small businesses.
	 
	 
	 
	 
	 

	B4
	I clearly understand all interest rates, penalties, fees, and other charges before taking a loan.
	 
	 
	 
	 
	 

	B5
	The interest rate charged by MFIs is fair for my business.
	 
	 
	 
	 
	 

	B6
	The total cost of borrowing from MFIs is reasonable.
	 
	 
	 
	 
	 

	
	
	
	
	
	
	

	C. Saving Services

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	C1
	It is easy for me to deposit money into my savings account.
	 
	 
	 
	 
	 

	C2
	I can withdraw my savings easily when needed.
	 
	 
	 
	 
	 

	C3
	The savings account offers a reasonable interest rate.
	 
	 
	 
	 
	 

	C4
	Saving with MFIs helps me manage my business cash flow.
	 
	 
	 
	 
	 

	C5
	My savings with MFIs help me handle emergencies or difficult business times.
	 
	 
	 
	 
	 

	C6
	I feel secure keeping my savings with MFIs.
	 
	 
	 
	 
	 

	

D. Non-Financial Services and Training

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	D1
	. MFIs provide useful training on managing my business.
	 
	 
	 
	 
	 

	D2
	D2. I have received helpful advice from MFI staff about using loans productively.
	 
	 
	 
	 
	 

	D3
	D3. The training I received improved my financial management skills.
	 
	 
	 
	 
	 

	D4
	D4. The guidance from MFIs has helped me plan my business better.
	 
	 
	 
	 
	 

	D5
	D5. I know more about record keeping and budgeting because of MFI training.
	 
	 
	 
	 
	 

	D6
	D6. I have learned how to separate business and personal expenses through MFI support.
	 
	 
	 
	 
	 

	
	
	
	
	
	
	

	E. Monitoring, Relationship, and Flexibility

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	E1
	I do not feel pressured by the regular visits of MFI staff.
	 
	 
	 
	 
	 

	E2
	The staff are professionally competent and treat me with respect.
	 
	 
	 
	 
	 

	E3
	MFIs monitor how I use the loan in a supportive way.
	 
	 
	 
	 
	 

	E4
	MFIs allow repayment rescheduling when there are real business problems.
	 
	 
	 
	 
	 

	E5
	I receive timely reminders and feedback about my loan performance.
	 
	 
	 
	 
	 

	E6
	I trust MFIs to handle my personal and business information confidentially.
	 
	 
	 
	 
	 

	
F. MFI Policy and Lending Practices

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	F1
	The MFI’s lending practices promote transparency and accountability.
	 
	 
	 
	 
	 

	F2
	Loan approval decisions are based on clear and objective criteria.
	 
	 
	 
	 
	 

	E3
	MFI policies are flexible enough to support small businesses facing temporary challenges.
	 
	 
	 
	 
	 

	F4
	MFIs inform borrowers in advance about changes to loan policies or repayment rules.
	 
	 
	 
	 
	 

	F5
	MFI loan policies encourage responsible borrowing and repayment behavior.
	 
	 
	 
	 
	 

	F6
	The overall policies and practices of my MFI make me feel secure and confident
	 
	 
	 
	 
	 

	
G. Small Business Growth and Performance (Dependent Variable)

	Code
	Statement
	Strongly Disagree
	Disagree
	Neutral
	Agree
	Strongly Agree

	G1
	My business cash flow and working capital improved after receiving an MFI loan.
	 
	 
	 
	 
	 

	G2
	I can now keep more inventory because of MFI financial services.
	 
	 
	 
	 
	 

	G3
	I have been able to use more technology and buy more equipment after joining an MFI.
	 
	 
	 
	 
	 

	G4
	 My monthly sales and profits have increased since receiving the loan.
	 
	 
	 
	 
	 

	G5
	I have expanded my business and made more investments since using MFI services.
	 
	 
	 
	 
	 

	G6
	I have hired more workers after receiving microfinance services.
	 
	 
	 
	 
	 

	G7
	I make better business plans because of financial support.
	 
	 
	 
	 
	 

	G8
	I am better prepared for financial emergencies because of microfinance.
	 
	 
	 
	 
	 

	G9
	Overall, my business performance and productivity have improved since joining the MFI.
	 
	 
	 
	 
	 




image2.png
Microfinance Initiatives

Loan Access and Size
Loan Terms and Pricing

Saving Services

Non-Financial Services

Monitoring and Relationship Management,
Flexibility

MFI Policy and Lending Practices

Growth





image3.svg
     • Loan Access and Size • Loan Terms and Pricing • Saving Services • Non - Financial Services • Monitoring and Relationship  Management, Flexibility • MFI Policy and Lending Practices   Microfinance Initiatives   Small Business Growth 


image4.png
ng =

72
ra





image1.png
i

+SSBR

SWISS SCHOOL OF
BUSINESS RESEARCH





