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FACTORS INFLUENCING PROPER CREDIT UTILIZATION OF THE
ASA CREDIT BORROWERS

ABSTRACT

Bangladesh being a developing country, many NGOs (Non Government Organizations) and
MFIs (Micro Finance Institutions) are working besides Governments various activities for the
improvement of the socio-economic status of its population. ASA (Association of Social
Advancement) is one of the best managed microfinance institution in Bangladesh. It has
multisectoral program and activities spread across the country. ASA has taken up various
programs for the development of women. The present study deals with the involvement of ASA
beneficiaries in micro-credit activities. The main purpose of this study is to assess the level of
credit utilization of the ASA credit borrowers. Besides, attempt was also made to explore the
contribution of some selected characteristics of ASA beneficiaries to their credit utilization. The
study was conducted at three villages of Thakurgaon Sadar Upazila under Thakurgaon district.
Total 73 ASA beneficiaries were randomly selected which constituted the sample. Survey
methods was used to collect information from the respondents. Correlation co-efficient method
was administered and 9 independent variables namely: age, education, family size, farm size,
annual income, credit received, attitude towards ASA, NGO involvement and duration of
involvement with ASA were considered to run the analysis. The findings revealed that 43.83
percent of the borrowers had medium credit utilization where 19.19 percent had no utilization
and only 31.50 had high credit utilization. Among the nine selected characteristics of the
beneficiaries correlated with their credit utilization only four variables namely: education, farm
size, annual income and NGO involvement had significant positive relationship. On the other
hand, age, family size, credit received, attitude towards ASA and duration of involvement with
ASA of the respondents had no significant relationship with their credit utilization behavior. The

ASA authority should pay more attention to increase respondent’s credit utilization.
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CHAPTER I

INTRODUCTION

1.1. General Background:

Bangladesh is a heavily populated state and with a thickness of 1103 populations in for each
square kilometer, the quantity of inhabitants is 163.7 million (MoF, 2019). Bangladesh is a
member of the world’s least developed countries, having increased population density,
unemployment, illiteracy, child mortality, socio-communal unrest and many more. About 5%
of the world poor people and 3% of the global extreme poor people live in our country (Ovi,
2019). Poverty rate of the country is 21.8% and extreme poverty rate 11.3% (MoF, 2019). The
country has also been facing massive challenges of feeding the rapidly growing population or
even to support their livelihood in a sustainable manner. Land areas are creating pressures on
the government and the entire economic set up. Because, the traditional agricultural sector has
failed to fully support the national economy. In general, agriculture has so far appeared as the
main source of livelihood for more than half of the entire population of the country. But this
sector has arguably failed to create ground, sustainable development. Other than this, the sector
has been constantly facing pressures due to its typical vulnerability to natural hazards.
Increasing numbers of landless populations caused by river erosions is also adding pressure to
the national economy. Visibly, the overall situation shows the limited capacity of the
government for improving the existing situation and for creating more opportunities. However,
the non-governmental organizations (NGOs) have been playing supportive roles with the
government. In some cases, they are considered as more effective to get attached with the

grass-root-level developmental initiatives.

In Bangladesh, such organizations first emerged soon after the war of liberation in 1971. Most
of the NGOs during the early 1970s had their origins from outside Bangladesh. Functions of
these NGOs had a narrow focus, e g, rehabilitating infants, providing shelter and organize relief
and rehabilitation activities in the north west immediately after the 1974 famine, etc. Later,
they switched over their operations to sustainable development activities aimed at raising the

socio-economic condition of the disadvantaged population, especially for the women. With the
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level of poverty on increase and high population growth, number of NGOs has proliferated
horrendously in Bangladesh. About 2,633 NGOs are registered with the Bangladesh NGO
Affairs Bureau of which 2372 are domestic and the rest 261 are foreign. One of the major
reasons for the increasing use of NGOs in developmental activities is to find an alternative and

better channel for development aid in the third world countries.

A large number of Non-Government Organizations (NGOs) are engaged in various activities of
social upliftment of the rural poor in Bangladesh. Some of those NGOs, in terms of both
beneficiary coverage as well as investment, have the ability to reach the poor and address the
issue of poverty alleviation and rural development effectively. Among the NGOs major ones
are Grameen Bank (GB), Association for Social Advancement (ASA), Bangladesh Rural
Advancement Committee (BRAC), Proshika, Rangpur Dinajpur Rural Service (RDRS)
Bangladesh, Thengamara Mohila Sabuj Sangha (TMSS). Besisdes these national NGOs many
International NGOs are also working which include Care Bangladesh, Caritas, Hellen Keller
International, OXFAM Bangladesh, World Vision etc. There are also a number of local NGOs

in the country, which are working in small areas with limited program coverage.

Among the NGOs, Association for Social Advancement (ASA) is one of the top micro-finance
institutions in Bangladesh and one of the best managed micro-finance institutions in the world,
which was established in 1978 at a remote village Tapra, under the then Manikganj sub-
division about 80 kilometers away from the capital Dhaka with a mission to welfare of the
poor. Since establishment the organization has been striving for assisting the underprivileged
groups in attaining better livelihood and acquire means to escape poverty trap. ASA works

with people whose lives are dominated by severe poverty, illiteracy and other handicaps.

By 1990, ASA was ready to recognize that for earning better income and reduce poverty ‘there
IS no alternative to credit’. This credit program brings about positive change in the quality of
life of poor people of our country. The organization offers credit in order to facilitate shelf-
employment and income generation. Verily all of the beneficiaries are women. In Bangladesh,

women are targeted because women are increasingly accessible, more likely to repay credit on
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time, more patient than men and less expensive to support. ASA provides credit for crop
production, vegetable and fruit production, poultry rearing, livestock, fish culture, information
technology, small, medium and large business, disaster and health care etc. A great extension
work is required to supervise the utilization of credit which is generally generally disbursed
among the women. Through such effort, the status of women would be improved and enhanced
their decision making ability.

The vision of ASA is to establish a poverty free society. The institutional mission of ASA is to
support and strengthen the economy at the bottom of the socio-economic pyramid by
facilitating access to financial services and provide healthcare, education, sanitation, hygiene,
physiotherapy and agricultural services from own resources generated out of microfinance
program for the poor, marginalized and disadvantaged. The services that ASA provides are
now strictly financial in nature. The institution with a huge clientele seeks to play a better role
of financial intermediary by lending surplus funds of savers to those with an investment
opportunity (Nadira et. al. 2017). But the respondents can not properly utilize the loan all the
time. In this study, the researcher tried to identify the factors that influence the proper credit

utilization of the borrowers.

1.2. Statement of the Problem:

ASA tries to improve the socio-economic condition of poor women by providing credit and
other necessary support. The credit is provided to the members to enhance their capabilities of
adopting improved production practices and thereby increase their family income. But very
often the members utilize their agricultural credit in the non-agricultural purposes resulting
poor recovery. The beneficiaries utilize the credit in purchasing food, cloth, repairing house
and furniture, expenditure for education of children, religious and social festivals etc. It is now
the concern to see that if members of ASA utilize the credit for the right purpose.

Therefore a study entitled “Factors Influencing Proper Credit Utilization of the ASA Credit

Borrowers” is undertaken to set answers of the following questions:



I.  What are the characteristics of the ASA credit borrowers?
il. What extent the credit borrowers use credit properly?

iii. Is there any relationship between selected characteristics of ASA credit borrowers and their

credit utilization?

v. What are the factors that significantly influence proper credit utilization of the credit

borrowers?

1.3. Objectives of the study:

The following specific objectives are formulated in order to get proper direction of the study:

I.  To describe the selected socio-economic characteristics of the credit borrowers
il.  To determine the level of proper credit utilization and
iii.  To explore the relationship between the selected characteristics of the women borrower

and their credit utilization behaviors

1.4. Justification of the Study

ASA is one of the top microfinance institutions of Bangladesh, has been providing
microfinance program since 1991 to the poor, marginalized and disadvantaged people to
support them with financial leverage for breaking the chronic cycle of poverty. Almost 96
percent of ASA clients are women and of these women about 90 percent live in the rural areas
(ASA Annual Report 2018). Women of Bangladesh suffer social, religious and cultural barriers
in participating entrepreneurial income generating activities as well as farming exercises.
Though the situation is changing day by day in the cities, the rural women’s situation remain
unchanged. Rural women have low economic status in society, their access to property and
other sources of production is limited. Regardless of these obstructions, women of Bangladesh
are occupied with exceptionally beneficial exercises and contributing mostly as unrecognized

labor to the socio-economic development of Bangladesh.



Besides different Government action, many other Non Government Organizations (NGO) and
microfinance institutions (MFI) provide microcredit and other services to assist poor women
for their social upliftment through their personal involvement in income generating activities.
Along with credit ASA emphasizes on awareness of the borrowers, leading them to develop
the quality of human life and the potentialities within them. The organization also provide
necessary suggestions for making proper utilization of the credit. But in most cases, the
beneficiaries use the credit on emergency need, old debt repayment, consumption and non-
farm expenditures. There is no noteworthy studies on whether the ASA credit borrowers use
the credit properly. This study will be undertaken to find out the rate of beneficiaries that use
credit properly and the factors that influence the proper utilization of credit. The findings of the
study will be of great value for the researcher, extension providers, students and particularly

ASA authority in monitoring and strengthening the micro-credit program.

1.5. Assumption of the Study

An assumption is the supposition that an apparent fact or principle is true in light of the
available evidence (Goode and Hutt, 1952). The researcher had following assumptions as a
primary concern while undertaking this study:

e  The selected respondent included in the sample were representative part of the population
of the ASA beneficiaries in the selected area. They were capable enough to provide proper
responses to the questions included in the interview schedule.

e  The responses supplied by the respondents were valid and reliable.

e  Views and opinions provided by the respondents were representative views and opinions
of the ASA beneficiaries of the study area.

e  The researcher who acted as questioner was well adjusted to the social condition of the
study area. Hence, data collection from the respondent was free from biasness.

e  The selected characteristics and proper credit utilization of the ASA credit borrowers

were usually and independently distributed with their respective means and standard deviation.



1.6. Limitation of the study:
In order to make the research meaningful and manageable from the practical point of view,
considering the time, money and other resources available to the researcher the study was

limited by the following constraints:

i. The study was confined to selected three villages of Akcha union under Thakurgaon Sadar
upazila under Thakurgaon District.

il. The study focused on the proper loan utilization by the ASA credit borrowers.

iii. There were many ASA credit borrowers in the study area but only 73 members were
considered for this study.

iv. There were many characteristics of the borrowers but only some of them were selected for
this study.

v. The information about the study, the researcher depended on the data as furnished by the
sampled respondents during the interview. As none of the respondents kept records, they
furnished information to different queries by recall.

vi. All data and information were collected within short possible time.

vii. Because of time and resource constraints, conducting a comprehensive study in full depth

and width has not been possible.

1.7. Definition of different Terms

For simple understanding, certain terms frequently used throughout the entire study are defined

and explained as follows:

ASA is the acronym of Association of Social Advancement. It is a renowned Microfinance
Institution (MFI) emerged in 1978 with a view to establish a poverty free society through
various activities like agriculture, education for children, health service, different income

generating education as well as credit services for the poor people.

ASA Beneficiaries are those individuals who receive different types of benefits from ASA
directly or indirectly. Women who are involved with different types of activities under ASA

program were considered as ASA beneficiaries.



Respondents refer to those people who are involved with ASA activities and included in the
sample.

Age of a respondent was defined as the span of his/her life and is measured by number of years
from his/her birth to the time of interviewing.

Education characterized as the improvement of desirable knowledge, skill and attitude of
individual through the experience of reading, writing, perception and other related exercises.

Education was estimated by successful year of schooling

Family size referred to actual number of permanent members in a subject’s family who live in

a fixed dwelling unit and eat together in a family unit.

Farm size referred to the total area of land (in hectares) possessed by the respondent’s family
on which farming activities are carried out. A respondent was considered to have full benefit
from cultivated area either owned or obtained by borga system. The area was being evaluated

in terms of full benefit to the respondent.

Annual income of a respondent is defined as the total annual earning of all the family
members from agriculture and other accessible sources (service, business, daily working)

during a year.

Credit was defined as the amount of money received by the clients of ASA for some particular

purposes at a specific interest generally repayable in a year.

Credit Utilization ASA credits are disbursed among the beneficiaries for specific purposes.

Credit utilization was defined as the pattern of credit utilization by the ASA credit borrowers.

Income generating activities refer to those activities through which a women earn directly by
producing, making and selling of various products such as vegetable, cow, goat, hen, cow milk,

egg etc.

NGO An organization developed and managed by private initiatives being foreign and
financed is a Non-Government Organization (NGO). It works independently with and are
mandated to collaborate with others unless there is any felt need.



Social Participation The term referred to the voluntary sharing in person and group to group
relationship beyond the immediate household. It shows the degree to which the beneficiaries
are involved in formal organizations as member or office bearer and regularity in their

attendance to meeting.



CHAPTER Il

REVIEW OF LITERATURE

This chapter presents the literature review having significance with the present study. This
study is concerned with determinants of proper loan utilization of the ASA credit borrowers.
Literature and research work in accordance with the present study were searched in libraries,
research institutions and websites (internet). There is no directly related readily available for
this study. Hence, an attempt has been in present chapter to review some interlinked literature
in this perspective from home to abroad. The interlinked reviews helpfully presented on the
major objectives of the study as far conceivable. However, the literature of available studies

have been briefly presented in the chapter under following sections.
Section I: Concept of NGO activities including ASA

Section I1: Relationship between the selected characteristics of the respondent and proper loan

utilization of the ASA credit borrowers
Section I11: Conceptual framework of the study
2.1. Concept of NGO activities including ASA

Islam (2016) stated that NGO operations are complex, multidimensional, changeable in
Bangladesh. Despite many problems and difficulties, NGO activities in Bangladesh are

positive and good.

Alam (2014) noted that NGO activities has benefitted the section of the population that lacks
collateral or income to access traditional bank finance, yet nevertheless has the wherewithal to
engage in profitable activities if they are able to access credit. He found that micro-credit has
failed to alleviate poverty of the bottom 10% of the society that micro-credit institutions
consider non-creditworthy. He suggested IGA model which approaches extreme poverty with a
clear rational and provides a promising model with which to extend the benefits of micro-credit

to more of the hard to reach 10% of the poorest people.



Nadira et al. (2017) stated that Positive aspect of ASA relating to savings mobilization from its
members is reducing risk at loan that is in case of becoming a defaulter or being unable to
deposit the installment of loan there is opportunity for members to reconcile with the deposit in
future. As per clients need and demand ASA decided introduce to more open access savings
services, providing an excellent way to ‘access relatively cheap capital, increase outreach,
increase lending, maintains portfolio quality, increase productivity and reduce cost and

vulnerability.

Rahman et al. (2012) in their study on the Synthesis of Grameen Bank, BRAC and ASA
Microfinance Approaches in Bangladesh showed that Grameen Bank, BRAC and ASA along
with other MSPs have been able to demonstrate the effectiveness of microfinance towards

sustainable development for the rural poor in Bangladesh.

Sohel et al. (2013) in their study noted that in addition of different credit services, ASA
introduces distinctive products like loan insurance, Members’ Security Fund, Male Members’
Security Fund, Health Assistance Security Grant Fund for ASA Clients from Central Pool, and
Health Assistance Grant Fund for Minor ill clients to provide safe guard any risk and

uncertainties like financial catastrophe, accident, death and physical hazards.

Rana (2007) in his study observed that ASA, a successful organization, mainly work on

landless and marginal women to develop their economic and social status.

2.2. Relationship between the selected characteristics of the respondent and proper loan

utilization of the ASA credit borrowers
2.2.1. Age and Credit Utilization

Zakaria (2000) in his study found that there is a significant but negative relationship between

the age of the borrowers and their utilization of credit.

Samad (2004) in his study on “Poverty Alleviation of the Rural Women through Selected
Improved Agricultural Practices” showed that, the age of the rural women had no significant

relationship with their poverty reduction activities.

10



Saha (2006) revealed that there is no significant relationship between the age of the borrowers

and their loan utilization.

Khatun et al. (2014) in her study observed that the age of the respondents had not any
significant relationship with their credit utilization pattern and repayment behavior.

Ibrahim et al. (2015) showed that there is no significant but negative relationship between the

age of the borrowers and their loan utilization.

Labani et al. (2015) reported that utilization and repayment of loan is negatively and

significantly affected by the age of the women borrowers.

Ayele et al. (2016) in their study on determinants of microfinance loan utilization by
smallholder farmers indicated that there is no significant relationship existed between the level

of household income and their microfinance loan utilization.
2.2.2. Education and Credit Utilization

Saha (2006) in his study on “Loan Utilization and Repayment behavior of Clientele of Scotia
Branch of Bank Asia Limited” stated that there is significant relationship between level of

education of the borrowers and their loan utilization.

Zakaria (2000) reported that there is no significant relationship between level of education of

the borrowers and their utilization of credit.

Parveen et al. (2010) explored that education had positive significant effect to change the

attitude of farmers towards loan utilization and repayment.

Khatun et al. (2014) in her study observed that the education of the respondents significantly

associated with their credit utilization pattern and repayment behavior.

Ibrahim et al. (2015) reported that there is no significant relationship between level of

education of the household head and their utilization of credit.

Labani et al. (2015) showed that there is no significant relationship between level of education

of the women borrowers and their utilization and repayment of credit.

11



Ayele et al. (2016) in their study on determinants of microfinance loan utilization by
smallholder farmers indicated that the literacy status of the farmer significantly influenced the

microfinance loan utilization.
2.2.3. Family Size and Credit Utilization

Zakaria (2000) found that there is no significant relationship between the Family Size of the

borrowers and their utilization of credit.

Saha (2006) noted that there is no significant relationship between the family size of the
borrowers and their loan utilization which indicate that relationship between the family size of

the borrowers and their utilization of loan was independent to each other.

Bihoctavia (2013) indicated that the number of household members of the respondent had no

significant relationship with their credit utilization behavior.

Labani et al. (2015) showed that there is a significant negative relationship between the Family
Size of the borrowers and their utilization and repayment of loan indicating that utilization and

repayment of loan decrease with increase in respondents family size.

Alio et al. (2017) found that there is a significant relationship between the household size and
the loan utilization of the borrowers. It implies that the larger the size of household the more

credit will be borrowed for use in productive purposes since family labor is readily available.

Bihoctavia (2013) in his study indicated that the number of household members of the

respondent had no significant relationship with their credit utilization behavior.
2.2.4. Farm Size and Credit Utilization

Zakaria (2000) in his study found that there is no significant relationship between the Family
Farm Size of the borrowers and their utilization of credit.

Parveen et al. (2010) in their study showed that there is negative and insignificant
relationship existed between owned land and loan utilization and repayment performance of

the borrowers.
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Khatun et al. (2014) in their study noted that the farm size of the respondents significantly
influenced credit utilization pattern and repayment behavior of the borrowers.

Ayele et al. (2016) in their study on determinants of microfinance loan utilization by
smallholder farmers indicated that the size of land holding of the respondent significantly

influenced the microfinance loan utilization.

2.2.5. Annual Income and Credit Utilization

Zakaria (2000) found that there is no significant relationship between the Family Income of the

borrowers and their utilization of credit.

Saha (2006) in his study showed that there was positive association between the annual income

of the borrowers and their utilization of loan.

Parveen et al. (2010) explored that income of the borrowers positively and significantly

affected loan utilization and repayment of the borrowers.

Bihoctavia (2013) indicated that the income level of the respondent significantly influenced

their credit utilization behavior.

Khatun et al. (2014) in her study noted that the income of the respondents significantly

affected credit utilization pattern and repayment behavior.

Ayele et al. (2016) in their study on determinants of microfinance loan utilization by
smallholder farmers indicated that there is no significant relationship existed between the level

of household income and their microfinance loan utilization.

2.2.6. Amount of Loan Received and Credit Utilization

Ali (2003) stated that ninety-one percent of the respondents were small to medium credit recipient.

Credit received of the respondents showed a positively significant relationship with their change in

income and housing environment. Credit received had a great influence for socio-economic

development of the beneficiaries but it was not helpful in case of food consumption. As there was an

existence of small to medium credit received by higher proportion of the respondent, there was a

scope to increase impact of microcredit towards poverty alleviation by increasing credit recipient.
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Das (2008) in his showed that the amount of loan received significantly influenced the loan

utilization and loan repayment behavior of the borrowers of BRAC and BKB.

Saha (2006) showed that there was positive significant relationship between amount of loan
received of the borrowers and their loan utilization which indicate that the relationship between

the loan amount received and their utilization of loan effectively involved and linked.

Parveen et al. (2010) revealed that loan received from institutional sources had positive

contribution to loan utilization and repayment performance of the borrowers.

Zakaria (2000) in his study found that there was positive significant relationship existed

between the credit availability of the borrowers and their credit utilization.

Khatun (2015) in her study found that the credit received of the borrowers had no significant
relationship with the effectiveness of Family Development Approach and Group based

Development Approach of Dipshikha activities.

2.2.7. Involvement of No. of NGOs and Credit Utilization

Samad (2004) in his study noted that involvement with NGO of the rural women had no

significant relationship with their poverty reduction.

Khan (2006) in his study revealed that the involvement with Grameen Bank had no significant

relationship with the impact of Grameen Bank micro credit program.

Islam (2007) found that the involvement with Dipshikha had positive contribution to the extent

of effectiveness of Dipshikha activities.

Hoque (2008) in his study noted that involvement of the respondent had significantly related

with the impact ASA micro-credit.

Shiraj (2009) reported that involvement of the respondent had positive significant association
with the impact of TMSS micro-credit program
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2.2.8. Duration of Involvement with ASA

Alam (2001) in his study revealed a significant positive between the length of involvement of

the respondent with TMSS and their changes to health status.

Alio et al. (2017) found that there is a significant relationship between the duration of

membership and credit utilization of the borrower.

Rahman (2005) in his study on “Role of an NGO intervention on poverty alleviation in a
selected area of Dinajpur District” observed a significant relationship between the duration of

involvement with TMSS and their changes in food consumption and housing environment.

Khatun (2015) in her study found that involvement with Dipshikha which refers length of
involvement of respondents with Dipshikha activities had no significant relationship with the
effectiveness of Family Development Approach and Group based Development Approach of

Dipshikha activities.
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2.3. Conceptual framework of the study

In scientific research selection and measurement of variable establish a significant task. The
hypothesis of the research while developed appropriately contains at least two important
variable: independent variable and dependent variable. A dependent variable is a factor which
appears, disappears or varies as the researcher introduce, removes or varies the independent
variables . On the other hand an independent variable is that factor which is manipulated by the
researcher in his attempt to ascertain its relationship to an observed phenomenon. It was
therefore assumed that, the credit utilization of the ASA credit borrowers might have
influenced by their various characteristics. So, the conceptual framework of the study was
found out how the characteristics of the beneficiaries contribute to the credit utilization of the
borrowers. The selected characteristics were age, education, family size, farm size, annual
income, credit received, NGO involvement and duration of involvement with ASA. In view of

above consideration, the conceptual framework of the study is shown in the Figure 2.1

Causal Variables Focus Variable

——

Age

Education
Family Size
Farm Size
Annual Income
Amount of Loan Received |:> Level of Proper Credit Utilization
Involvement with No. of
NGOs

Duration of Involvement with
ASA

VVYVYVYVYYV

v

Figure 2.1: Conceptual framework of the study
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CHAPTER Il

METHODOLOGY

In conducting scientific research, a set of methods used for data collection and data analysis are
indispensable. Appropriate methodology enables the researcher to collect valid and reliable
data and to analyze the data properly in order to arrive at a meaningful conclusion. This chapter
deals with locale of the study, population and sampling, instrument of data collection,
collection of data, variables of the study, measurement of variable, hypothesis of the study,

data processing and analysis.
3.1. Locale of the study

Thakurgaon Sadar Upazila of Thakurgaon District was selected purposively for the study.
There are 19 unions in Thakurgaon Sadar Upazila. Out of 19 unions one union named Akcha
was selected for the study. There are 7 villages in Akcha union. Out of 7 villages 3 villages
namely Akcha, Daksin Batina and Boikunthapur were selected for the study. The justification
behind selection of this upazila was that it is one of the working region of ASA. The main

reasons for selecting study area were as follows:

a) Easy accessibility and good communication facilities.
b) Expected better participation from the respondent since the area and language of the
respondent is well known to the researcher.

c) No such type of study was conducted previously in the study area.

A map of Thakurgaon district and another map showing the locale of the study is presented in

Fig. 3.1 and 3.2 respectively for better understanding.
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3.2. Population and Sampling

Data required for the present study was collected from the ASA beneficiaries. A total of 732
beneficiaries of ASA were the population of the study. Out of 732 ASA beneficiaries, a sample

of 73 members (i.e. 10%) were selected following simple random sampling technique.

Table 3.1: Distribution of Respondent’s population and sample size

SI. No. Village Population Sample
1 Akcha 214 22
2 Daksin Batina 307 30
3 Boikunthapur 211 21
Total 732 73

3.3. Instrument for Data Collection

In order to collect relevant, valid and reliable data from the respondents, a draft interview
schedule was prepared centering the objectives of the study. The schedule contained mostly
closed form of question. After preparation, the draft interview schedule was pre-tested by
collecting data from 15 beneficiaries of ASA of the study area. The pre-test result assisted the
research to find out faulty questions and hence necessary corrections and adjustments were
made in the interview schedule on the basis of the result.

3.4. Collection of Data

Data was collected from ASA beneficiaries utilizing data collection instrument. The researcher
herself collected data by personal interviewing of each respondent. Before starting data
collection the researcher met district officer, branch manager, loan manager and field officers
of ASA for getting necessary assistance and co-operation. Before setting off an actual
interview a concise introduction of the purpose of the study was given to the respondents. The
question was asked systematically in an exceptionally straightforward way and the information

was recorded in the interview schedule. At whatever point any respondent faced any difficulty
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in understanding any question, it was carefully explained to enable her to answer
appropriately. The researcher made all possible efforts to establish a good rapport with the
respondents so that they did not feel hesitate to provide responses to the questions and
statements in the schedule. Very well co-operation was received from the field workers and all

the respondents.

The researcher did not face any serious difficulty during the data collection. Data collection
period was 1%t April to 30" May, 2019.

3.5. Variables of the Study

In descriptive social research selection and measurement of variables are two most significant
task. A variable is an attribute which can assume varying or different values in successive
individual cases. An organized research generally contains at least two identical elements viz.
independent variable and dependent variable. Independent variables are defined as a
characteristic that the researcher manipulate to identify a particular factor (www.ufl.edu).
Dependent variable is the second type of variable which is measured using independent
variables. (R1). A dependent variable is expected to change as a result of an experimental
manipulation of the independent variable or variables. According to the consequence of the
study area, the researcher selected eight characteristics of the respondent as independent
variables (e.g. age, education, family size, farm size, annual income, credit received from ASA,
NGO involvement, duration of involvement with ASA). On the other hand, utilization of credit
was the dependent variable of the study. The following sections include the procedures of
measurement of dependent and independent variable of the study.

3.5. Measurement of Variables
3.5.1. Measurement of Causal Variables
3.5.1.1. Age

Age of ASA beneficiary was referred to the period of time from her birth to the time of
interview. Age was estimated in terms of years on the basis of respondent’s responses. A score
of one (1) was assigned for each year’s of the respondent age. This variable appears in item

number l.a. in the interview schedule as presented in Appendix-A.
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3.5.1.2. Education

Education was measured in terms of respondents’ years of successful schooling in the
educational institution. A score of 1 was set for each completed year of schooling. For
example, if a respondent had 10 year of schooling, her education score was assigned as 10. If a
respondent did not know how to read and write, her educational score was given as 0 while a
score of 0.5 was given to a respondent who only could sign her name. This variable appears in
item number I.c. in the interview schedule as presented in Appendix-A.

3.5.1.3. Family Size

Family size was measured by the total number of individuals in the family of a respondent. The
family members included the respondent herself, her husband, children and other dependents
who jointly live and eat together during interview time. A score of 1 was set for each member
of family. This variable appears in item number I.d. in the interview schedule as presented in

Appendix-A.
3.5.1.4. Farm Size

The farm size of a respondent referred to the total area of land on which the family carried out
farming operations, the area being in terms of full benefit to the family. The farm size of each

respondent was measured using following formula:
Fs = Ai+ Ao+ 1/2(As+ Asg) + As+ As

Where,

Fs = Farm size

A1 = Homestead area

A= 0wn land under own cultivation

Az = Own land given to others’ on borga

A4 = Land taken from others’ on borga

As= Land taken from others’ on lease
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As=0wn pond & garden

The unit of measurement was hectares. This variable appears in item number Il.a. in the
interview schedule as presented in Appendix-A.
Sarker (2007), Hoque (2008) also used the above formula to measure farm size of the

respondents in their thesis study.
3.5.1.5. Annual Income

The annual income has been referred as the gross earnings of the respondent and her family
members both from agricultural and non-agricultural sources during a year. The annual income
was expressed in thousand taka. The technique of ascertaining income from agriculture
involved two steps. Firstly, the yield of all crops in the previous year was noted. Secondly, total
yields were converted into cash income according to the prevailing market price. Income from
non-agricultural sources like services, business and other sources of the respondent or other
members of her family were included. This variable appears in item number Il.b. in the
interview schedule as presented in Appendix-A.

3.5.1.6. Amount of Loan received

The variable ‘Credit received’ was referred to the amount of money received by the respondent
as loan from ASA during last year under its specified terms and condition. Credit received was
expressed in thousand taka. This variable appears in item number Il.c. in the interview

schedule as presented in Appendix-A.
3.5.1.7. Involvement with No. of NGOs

NGO involvement was referred to the respondent’s involvement with various NGO. On the
basis of their activities and service provided, respondent may be involved with different NGOs
like ASA, Grameen Bank, ESDO, BRDR, BRAC etc. This variable appears in item number

[11.b. in the interview schedule as presented in Appendix-A.
3.5.1.8. Duration of Involvement with ASA

Duration of involvement with ASA was referred to how many years of an ASA beneficiary

involved with ASA activities. It was measured from the period of time of the respondent’s
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attending at ASA to the time of interview. It was expressed in terms of years on the basis of
record available in ASA. A score of 1 was assigned for each year of the respondent’s
involvement with ASA. This variable appears in item number lIll.c. in the interview schedule

as presented in Appendix-A.
3.5.2 Measurement of Focus Variable
Credit Utilization was the Focus variable of this study.

Credit utilization of each head was calculated separately by calculating the percentage of
amount of credit utilized in assigned purpose in comparison to the total amount of credit using

the following formula:

. e Total amount of credit utilized in assigned purpose
Credit Utilization = . : X 100
Total amount of credit received

Thus the overall credit utilization score of a respondent could range from 0 to 100. Here, 0
indicates the lowest and 100 indicates the highest credit utilization. Saha (2006) in his paper
named “Loan Utilization and Repayment Behavior of Clientele in Scotia Branch of Bank Asia

Limited” also use the above formula in his study.

3.6. Hypothesis of the Study

A hypothesis is a conjectural statement of the relation between two or more variables.
Hypothesis are always in declarative sentence form and they are connected, either generally or
specifically from variables to variables. In expansive sense hypothesis are separated into two
types: (i) Research hypothesis (ii) Null hypothesis. When an investigator tries to find out
relationship between variables, then formulates research hypothesis which states anticipated
relationships between the variables. On the other hand, when a researcher tries to perform
statistical test, then it becomes necessary to formulate null hypothesis. A null hypothesis states

that there is no relationship between the concerned variables.
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The following null hypothesis was formulated to explore the relationships between independent

variables and credit utilization of the ASA credit borrowers.

“There is no relationship between the selected 8 characteristics (age, education, family size,
farm size, annual income, amount of loan received, involvement with no. of NGOs, duration of
involvement with ASA) of the respondents with the credit utilization of the ASA credit
borrowers.”

The alternative hypothesis was formulated as below, Each of the selected 8 characteristics (age,
education, family size, farm size, annual income, amount of loan received, involvement with no.
of NGOs, duration of involvement with ASA) of the respondents has significant relationship
with the credit utilization of the ASA credit borrowers.

3.7 . Data Processing and Analysis
3.7.1.Compilation of Data

After completion of data collection, the collected raw data are compiled, tabulated and
analyzed an accordance with the objectives of the study. To simplify tabulation, the responses
of ASA beneficiaries were transferred to a master sheet. Tabulation and cross tabulation were
done based on the categories developed by the researcher herself. Qualitative data were

transformed into quantitative form by means of suitable scoring.
3.7.2. Categorization of Respondent

The respondents were classified into different categories for clear or simple understanding of
various attribute of the respondents. The categories were developed by the researcher
considering nature of data and general consideration prevailing in the social system. The
procedure for categorization in regard of different variables is elaborately being discussed
while describing those variables in chapter-4.

3.7.3.Statistical Technique

According to the objectives of the study, the collected data were analyzed and interpreted. Data
analysis was performed using IBM SPSS (Statistical Package for Social Sciences) Computer

Program, version 22. Statistical measures as percentage distribution, number, frequency
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distribution, range, average and standard deviation was used for interpretation of the selected
causal and focus variables. Correlation coefficient was used to explore the relationship between
the selected characteristics of the respondent and their credit utilization. Throughout the study,
at least five percent (0.05) level of probability was used as the basis of rejecting a null
hypothesis. Co-efficient values significant at 0.05 level is indicated by one asterisk (*) and that
at 0.01 level by two asterisks (**).
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CHAPTER IV

SOCIO-ECONOMIC CHARACTERISTICS OF THE ASA
BENEFICIARIES

There were various characteristics of the ASA beneficiaries that might have influences their
credit utilization behavior. These characteristics are age, education, family size, farm size,

annual income, credit received, NGO involvement and duration of involvement with ASA.

There are many interrelated and constituent characteristics that are described in the
improvement of individual behavior and personality. Decision making is definitely not a
simple process. Decision making of an individual is generally dictated by her characteristics.
The matter of credit utilization again depend on the decision made by individual. Therefore, it
was assumed that credit utilization of the ASA credit borrowers would be influenced by their
various characteristics. The characteristics of the respondents have been discussed in this
section. A concise outline of the measuring unit and the basic statistics of the selected

characteristics of the respondents are presented in Table 4.1

Table 4.1: Selected Characteristics of ASA Credit Borrowers

Sl Characteristics Units of | Ranges Mean SD

No. Measurement (Observed)

1. Age Years 18-55 33.47 8.345

2. Education Year of | 0.00-12 5.315 3.678
Schooling

3. Family Size No. of | 3-9 4.62 1.209
Members

4, Farm Size Hectare 0.00-1.37 0.247 0.285

5. Annual Income ‘000’ Taka 60-396 145.211 69.754

6. Loan Received ‘000’ Taka 6-70 28.616 12.967

7. NGO No. of NGOs 1-3 1.59 663

Involvement
8. Duration No. of years .50-15.00 6.568 3.669
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4.1. Age

The age of the ASA beneficiaries in the study area ranged from 18-55 with a mean 33.47 and
standard deviation 8.345. Based on the observed distribution of age, ASA beneficiaries were

classified into three categories shown in Table 4.2

Table 4.2: Distribution of respondents according to their age

Respondent

Categories Frequency Percent (%) Mean SD
Young Aged 46 63.01

(<35)

Middle Aged 24 32.88 33.47 8.345
(36-50)

Old  Aged 3 4.11

(>50)

Total 73 100.00

Source: Field Survey, 2019

Table 4.2 shows that about 63.01 percent of the beneficiaries were young aged compared to
32.88 percent were middle aged and 4.11 percent were old aged. It could be observed that
compared to other category, the young aged group were highly involved with ASA

interventions.
4.2. Education

The level of education of the beneficiaries ranged from 0 to 12. The average education level
was 5. 3151 with standard deviation 3.6776. On the basis of level of education, respondents

were classified into five categories shown in Table 4.3
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Table 4.3: Distribution of respondents according to their education

Categories Respondent
Frequency Percent (%) Mean SD

Iliterate (Do not read 4 5.48
& write 0)
Can Sign Only (0.5) 16 21.92
Primary Level (1-5) 19 26.03
Secondary Level (6-10) | 32 43.84 5.315 3678
Above Secondary | 2 2.74
(>10)

Total 73 100

Source: Field Survey, 2019

It was found from Table 4.3 that, the majority proportion (43.08) of the respondents had

secondary level education where 5.48 percent had no education, 21.92 percent could sign only,

26.03 were completed primary level of education and 2.74 percent had higher level of

education.

4.3. Family Size

The family size of the respondents ranged from 3 to 9 with an average 4.62 and standard

deviation 1.209. Based on family size, the respondents were classified into three categories as

small, medium and large family.

Table 4.4: Distribution of respondents according to their family size

Categories Respondent Percent (%) Mean SD
Frequency

Small(<4) 35 47.94

Large (>6) 4 5.48

Total 73 100
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Table 4.4 revealed that the highest proportion (47.94 percent) of the respondents had small
family as compared to medium (46.58 percent) and large family (5.48 percent). Most of the

families in the study area were of small and medium size.
4.4. Farm Size

The family farm size of the respondent ranged from 0 to 1.37 hectare with an average of 0.247
hectare and standard deviation 0.28456. The respondents were classified into four categories
on the basis of their farm holdings as suggested by DAE (2018) shown in Table 4.5

Table 4.5: Distribution of respondents according to their farm size

Categories (ha) Respondent Percent (%) Mean SD
Frequency

Landless (<0.02) 2 2.74

Marginal  (0.02- | 43 58.90

0.2) 0.247 0.285

Small (0.21-1.0) 26 35.62

Medium (1-3) 2 2.74

Total 73 100

Source: Field Survey, 2019

Computed data indicated that about 58.90 percent of the respondent belonged to marginal
category while 2.74 percent of the respondent felt under landless category, 35.62 percent of the
respondent had small farm size and 2.74 percent had medium farm size. The result shows that
besides the resource poor some lower middle class people are also involved with ASA

activities.
4.5. Annual Income

Annual Income of the ASA beneficiaries ranged from 60-396 thousand taka with an average
145211.64 and standard deviation 69754.804. Based on annual income respondents were

classified into three categories as very low, small and medium (Table 4.6)
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Table 4.6: Distribution of respondents according to their annual income

Categories (000 | Respondent Percent (%) Mean SD
taka) Frequency

Very Low | 9 12.33

(Mean-1sd. i.e.<

75)

Low 54 73.98 145.211 69.754
(Meanzlsd. i.e.

76-215)

Medium 10 13.69

(Mean+1sd. i.e.

>215)

Total 73 100

Source: Field Survey, 2019

Data presented in Table 4.6 indicated that the highest proportion (73.98) of the respondents
constituted the low level of income category as compared to 12.33 percent had very low
category followed by 13.69 had medium level of income category. The borrowers were highly
heterogeneous in terms of their income. However the findings indicate that ASA works with

people who had low income.
4.6. Loan Received

The Credit received of the respondent ranged from 6-70 thousand taka with average 28.616 and
standard deviation 12.967. On the basis of credit received, ASA beneficiaries were classified

into three categories as presented in Table 4.7
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Table 4.7: Distribution of respondents according to their loan received

Categories (000 | Respondent Percent (%) Mean SD
taka) Frequency

Low (Mean-1sd.| 8 10.96

i.e. <15)

Medium 57 78.08

(Meanzx1sd. i.e. 15- 28.616 12.967
40)

High (Mean+lsd. | 8 10.96

i.e. >40)

Total 73 100

Table 4.7 showed that, majority (78.08 percent) proportion of the respondents were medium
credit receiver while 10.96 percent and 10.958 percent were low and high credit receiver

respectively. However only 10.96 percent received credit above Tk. 40000.
4.7. Involvement with No. of NGOs

The NGO Involvement of the respondents ranged from 1 to 3. The mean value was 1.59 and
standard deviation 0.663. Based on their NGO involvement the respondents were classified

into two categories presented in Table 4.8

Source: Field Survey, 2019

Table 4.8: Distribution of respondents according to their Involvement with No. of NGOs

Categories Respondent Percent (%) Mean SD
Frequency

Low (Mean-1sd. | 37 50.68

re.<1)

Medium 36 49.32 1.59 0.663

(Meantlsd. ..

2-3)

Total 73 100
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Data presented in Table 4.9 revealed that about 50.68 percent of the respondents had low

involvement with NGO compared to 49.32 percent having medium involvement.
4.8. Duration of Involvement with ASA

The duration of involvement with ASA of ASA beneficiaries were ranged from 0.50-15 years
with mean value 6.5685 and standard deviation 3.6698. The respondents were classified into

three categories based on their duration of involvement with ASA (Table 4.10)

Table 4.9: Distribution of respondents according to their duration of involvement with ASA

Categories Respondent Percent (%) Mean SD
Frequency

Low (Mean- 15 20.55

1sd. i.e. < 4)

Medium 49 67.12

(Meanzx1sd. i.e. 6.568 3.669

4-10)

High (Mean+1sd. 9 12.33

ie.

>10)

Total 73 100

Source: Field Survey, 2019

From Table 4.9 it can be said that, about 67.12 percent of the respondents had medium level of
involvement compared to 20.55 percent had low and 12.33 percent had high level of

involvement with ASA activities.

33



CHAPTER V

LEVEL OF CREDIT UTILIZATION OF THE ASA BENEFICIARIES

Like other MFIs ASA provides different types of loan to its borrowers. Sometimes the borrowers
properly utilize the loan to the assigned purpose, sometimes partial amount of the loan to the
assigned purpose and sometimes they do not utilize the loan to the estimated project. In the
present study, an attempt had been made to identify the level of credit utilization of the borrowers.
This chapter has made a brief discussion about the level of credit utilization of the borrowers.

5.1. Level of Credit Utilization of the Borrowers

Credit Utilization by the respondents of ASA was the dependent variable of the study. ASA
distributed credit for certain assigned purposes. Whether the credit borrowers of ASA utilized
their credit for the assigned purpose or not and to what extent the credits were used for the
assigned purposes was measured on percentage basis. The utilization scores ranged from 0 to 100
with a mean value 56.64 and standard deviation 32.28. On the basis of credit utilization scores the
respondents were classified into four categories as no utilization, low utilization, medium

utilization and high utilization (Table5.1)

Table 5.1: Distribution of respondents according to their Credit Utilization

Credit Borrowers Mean SD
Categories Frequency Percentage
No Utilization (0) 14 19.19
Low Utilization | 4 5.48 56.64 32 28
(up to 33)
32 43.83
Medium Utilization
(34 to66)
High Utilization (>66) 23 31.50
Total 73 100
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Table 5.1 portrays that majority proportion (43.83) of the borrowers had medium credit
utilization compared to 19.19 percent had no utilization, 5.48 had low utilization and 31.50 had
high credit utilization. The observed value of Table 5.1 indicate that about 31.50 percent of the
beneficiaries mainly used the credit for the assigned purpose while about 19.19 percent of the

respondent did not utilize any amount of the credit for the assigned purpose.

ASA provide credit for definite purposes. But the borrowers being poor can not properly utilize
their loan to the assigned purpose. Many of the borrowers take loan for productive purposes
but they spend the loan in different sectors like daily need, household expenditure, marriage of
daughter, school fee of children, treatment of ill family member etc. Data presented in Table
5.1 shows that about 19.19 percent of the borrowers had not spent the loan to the assigned
purpose, about 5.48 percent of the borrowers had spent some amount of the loan to the
assigned purpose and about 43.83 percent of the borrowers had spent medium amount of the
loan to the assigned purpose. Only 31.50 percent of the borrowers had highly utilize the loan to
the assigned purpose.

The percentage of credit utilization of the ASA borrowers is presented in following pie chart

Level of Credit Utilization of the Borrowers

Fig.: Level of credit utilization of the ASA credit borrowers
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No Utilization

For this group loan is not beneficial in term of effectiveness as a poverty fighting tool. The
borrowers of this group are not able to manage to earn a rate of return at least equal to the
interest rate, hence, they actually end-up poorer as a result of accepting the loan. It is heard
quite frequently that borrowers of this are about to face a debt-trap and they fall in a vicious
cycle that can’t be overcome. About 19.19% of the borrowers did not utilize the loan for
the estimated purposes. They access the loan but can’t use properly. In spite of using in
their estimated project, they spent the money to meet up their daily household demand, to
pay the cost of child education, to buy household commodities, to pay other debts etc. So,

money earning capability of this group of ultra poor people is not enhanced anymore.
Low Utilization

About 5.48% of the borrowers had fall under low credit utilization category. This group of
people have taken some money earning initiative and become successful in some extent.
However, these initiatives can be termed as least effective micro-finance project. Because
their income are being used to meet up their expenditure, hence, savings is not satisfactory.
As a result overall socio-economic upgradation is not satisfactory in this case.

Medium Utilization

Households generally had a positive attitude for utilizing the credit to the assigned purpose.
About 43.83% of the borrowers had spent medium amount of the loan to the estimated
projects. This group of respondent are about to get the most benefit if they can utilize the
credit more effectively. This group of beneficiaries have been successful to manage
effective income generating activities. They have engaged themselves in various forms of
micro-enterprises like live stock related enterprises, small business and marketing
initiatives and some other employment opportunities in the private sector. Because of
having least household assets as background support, they also manage to make some
savings. So, we can say, credit of ASA microfinance institution is impactful on increasing
household income in case of group of ‘medium utilization’ beneficiaries. As a result, there

is an increase in the income of poor women and decrease in poverty of beneficiaries.
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High Utilization

ASA Microfinance Institution is providing significant return to this group of beneficiaries
meeting the objectives in terms of livelihood improvements, poverty reductions,
improvement of socio-economic status etc. Significant positive impact on household
income, employment has occurred to these respondents. About 31.5% of the borrowers
reported an improvement in their standard of living. Now they can invest on their own
business. The loan provided by ASA has brought a positive impact on the socio-economic
condition of this group of clients, their households and microenterprise. This group shows
a very admirable view of microfinance impact, undertaking and providing an excellent
picture of the quality MFIs lending as well as there is evidence of employment creation and
earning of beneficiaries own enterprise. MFIs facilitate poverty reduction through
promotion of sustainable livelihoods and bring about women empowerment through social
and collective grassroot level. In addition in regard of this group, microfinance lead to
increased social interaction for poor women within their households and in their
communities as a result there is evident that there is an increase in their self worth and self-

assertion in the social circle.

From the above discussion it can be said that about halves of the respondents had lower to
medium credit utilization. The above scenario lead to conclude that necessary steps should
be taken to improve the credit utilization behavior of ASA beneficiaries and to develop their

economic condition.
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CHAPTER VI

RELATIONSHIP OF THE SELECTED CHARACTERISTICS WITH
CREDIT UTILIZATION

This section is designed with a view to examine the relationship of the ASA credit borrowers
with their credit utilization. Each of the characteristics established an independent variable and
utilization of credit was dependent variable. Relationships of the selected independent
variables with the dependent variable were measured by simple correlation analysis. In order to
determine the relationship of each of eight selected characteristics of the ASA beneficiaries
(age, education, family size, farm size, annual income, loan received, involvement with no. of
NGOs and duration of involvement ASA) with their credit utilization, Pearson's Product
Moment Correlation was used. Co-efficient of correlation (r) has been used to test the null

hypothesis concerning the relationship between the concerned variables.

The summery of the results of the Co-efficient of Correlation indicating the relationship
between each of the selected characteristics of the respondents and their credit utilization are

shown in Table 6.1. For clarity of understanding Appendix-B may be seen.

The Co-efficient of Correlation of selected independent variables with credit utilization of the
borrowers which are represented in Table 6.1 and are discussed accordingly
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Table 6.1: Co-efficient of Correlation of selected independent variables with credit utilization

of the borrowers

n=73,df =71
Dependent Independent Variable Calculated Tabulated ‘r’ Value
Variable ™ value at 0.05| at 0.01
level level
Credit Age 051 NS
Utilization Education .248*
Family Size .075NS
Farm Size .264*
Annual Income 287* 230 299
Credit Received .013NS
Involvement with No. of | .295*
NGOs
Duration of Involvement | .167NS

with ASA

** indicates significant at .01 level of probability

* indicates significant at .05 level of probability

NS indicates insignificant

6.1. Education and Credit Utilization

The relationship between the education of the borrowers and their credit utilization was

examined by using the following null hypothesis: “There was no relationship between the

education of the borrowers and their credit utilization.”

The observed value of co-efficient of correlation (r) between the concerned variables was

0.248 as presented in Table 6.1. The following observations were made regarding the

relationship between the two variables based on the Co-efficient of correlation ().
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i. The calculated value of “r” (0.248) was found to be higher than the tabulated value (0.230)
with 71 degrees of freedom at 0.05 level of probability but lower than the tabulated value
(0.299)

il. The null hypothesis could be rejected.

iii. The relationship between the concerned variables was significant at 0.05 level of
probability.

Iv. The relationship showed a positive trend between the concerned variables.

The findings showed that the relationship between education of the borrowers and their credit
utilization is positive and significant. It further indicated that respondents with more level of
education were conscious in utilizing the credit. This implies that higher level of education
expand the respondents capability to utilize their loan more effectively. Saha (2006), Parveen
et al. (2010), Khatun et al. (2014) and Ayele et al. (2016) also found similar findings in their
study.

6.2. Farm Size and Credit Utilization

The relationship between the farm size of the borrowers and their credit utilization was
examined by using the following null hypothesis: “There was no relationship between the farm

size of the borrowers and their credit utilization.”

The observed value of co-efficient of correlation (r) between the concerned variables was
0.264 as presented in Table 6.1. The following observations were made regarding the

relationship between the two variables based on the Co-efficient of correlation (r).

I. The calculated value of “r” (0.264) was found to be higher than the tabulated value (0.230)
with 71 degrees of freedom at 0.05 level of probability but lower than the tabulated value
(0.299)

il. The null hypothesis could be rejected.

iii. The relationship between the concerned variables was significant at 0.05 level of
probability.

iv. The relationship showed a positive trend between the concerned variables.
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Based on the findings it can be said that farm size of the respondents had positive significant
relationship with their credit utilization. This implies that respondents having higher farm size
utilize the credit in a better way than the people holding less land. Respondents having higher
farm size, have more income. So, they can utilize their loan properly to the assigned purpose.
Khatun et al. (2014) and Ayele et al. (2016) also found similar findings in their study.

6.3. Annual Income and Credit Utilization

The relationship between the annual income of the borrowers and their credit utilization was
examined by using the following null hypothesis: “There was no relationship between the

annual income of the borrowers and their credit utilization.”

The calculated value of co-efficient of correlation (r) between the annual income of the
respondent and their credit utilization was 0.287 as presented in Table 6.1. The following
observations were made regarding the relationship between the two variables based on the Co-

efficient of correlation (r).

I. The calculated value of “r” (0.287) was found to be higher than the tabulated value (0.230)
with 71 degrees of freedom at 0.05 level of probability but lower than the tabulated value
(0.299)

il. The null hypothesis could be rejected.

iii. The relationship between the annual income of the respondent and their credit utilization
was significant at 0.05 level of probability.

iv. The relationship showed a positive trend between the concerned variables.

The findings showed that there is a moderate relationship existed between the annual income
of the borrowers and their credit utilization. It further revealed that respondent having more
income utilize their credit in a better way. Respondents who have more income have to face
less problem. So, they can utilize their loan properly to the assigned purpose. Saha (2006),
Parveen et al. (2010), Bihoctavia (2013), Khatun et al. (2014) and Ayele et al. also found

similar findings in their study.
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6.4. NGO Involvement and Credit Utilization

The relationship between the NGO Involvement of the respondents and their credit utilization
was examined by using the following null hypothesis: “There was no relationship between the

NGO Involvement of the borrowers and their credit utilization.”

The calculated value of co-efficient of correlation (r) between the NGO Involvement of the
respondent and their credit utilization was 0.2945 as presented in Table 6.1. The following
observations were made regarding the relationship between the two variables based on the Co-

efficient of correlation (r).

I. The calculated value of “r” (0.295) was found to be higher than the tabulated value (0.230)
with 71 degrees of freedom at 0.05 level of probability but lower than the tabulated value
(0.299)

il. The null hypothesis could be rejected.

lii. The relationship between the NGO Involvement of the respondent and their credit utilization
was significant at 0.05 level of probability.

iv. The relationship showed a positive trend between the concerned variables.

Based on the findings it can be said that the NGO Involvement of the respondents had positive
significant relationship with their credit utilization. This implies that the NGO Involvement of
the borrowers and their credit utilization are related to each other. As many of the respondent’s
family had small business they did not get the amount of money they need. So, when they were
involved with more than one NGO, they got more amount which they could use in their
business. Respondents involved with more NGOs utilize their credit more effectively. Islam
(2007), Hoque (2008) and Shiraj (2009) also found similar findings in their study.
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CHAPTER VII

SUMMARY OF FINDINGS, CONCLUSIONS AND
RECOMMENDATIONS

This chapter focuses on the summary in the light of the discussion made in the earlier chapters.
Conclusion has been made on the basis of experimental result. Policy recommendation has been
made on the basis of conclusion as a part of the present study which will help to formulate
strategic plan with a view to increase the utilization of credit among the respondents. This

chapter exhibits the summary of findings, conclusions and recommendations of the study.

7.1. Summary

The study was conducted at three villages of Akcha Union of Thakurgaon Sadar Upazila with a

view to find out the credit utilization behavior of the ASA credit borrowers.
7.1.1. Selected Characteristics of the ASA Beneficiaries

Age The highest proportion (63.01percent) of the ASA Beneficiaries were young aged

compared to 32.88 percent and 4.11 percent were middle and old aged respectively.

Education The majority proportion (43.08) of the respondents had secondary level education
where 5.48 percent were illiterate, 21.92 percent could sign only, 26.03 were completed

primary level of education and 2.74 percent had higher level of education.

Family Size Most (47.94 percent) of the respondents had small family as compared to medium

(46.58 percent) and large sized family was 46.58 percent and 5.48 percent respectively.

Farm Size The largest proportion (58.90 percent) of the respondent belonged to marginal
category while 2.74 percent of the respondent felt under landless category while 35.62 percent

and 2.74 percent of the respondent had small and medium farm size respectively.

Annual Income The highest proportion (73.98) of the respondents had low level of income

while 12.33 percent had very low and 13.69 had medium level of income.
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Credit Received The majority (78.08 percent) proportion of the respondents were medium
credit receiver while 10.96 percent and 10.958 percent were low and high credit receiver

respectively.

Involvement with no. of NGO About 50.68 percent of the respondents had low involvement

with NGO compared to 49.32 percent having medium involvement.

Duration of Involvement with ASA Most (67.12 percent) of the respondents had medium
level of involvement compared to 20.55 percent and 12.33 percent had low and high level of

involvement with ASA activities respectively.
7.1.2. Level of Credit Utilization

The largest proportion (43.83%) of the borrowers had medium credit utilization compared to
19.19% percent had no utilization, 5.48% had low utilization and 31.50% had high credit

utilization.

7.1.3. Contribution of Selected Characteristics of the ASA Beneficiaries to their Credit

Utilization

In this study, correlation coefficient was used to explore the relationship between the selected
characteristics of the respondent and their credit utilization. Out of eight selected
characteristics of the respondent, four namely education, farm size, annual income and
involvement with no. of NGO had significant positive contribution in their credit utilization
and the rest four characteristics age, family size, amount of loan received and duration of

involvement with ASA had no significant relationship with their credit utilization.

7.2. Conclusions

The researcher had drawn following conclusions based on the findings of the study and their

logical interpretations

Proper utilization of credit is vital for getting desirable output. The study indicates that 19.19%
of the respondent had no utilization and 5.48% of the respondent had low utilization of credit
whereas only 31.50 % of the respondent had high credit utilization. Therefore, the findings lead

to the conclusion that the credit utilization pattern was not much satisfactory.
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The findings of the study revealed that the majority (43.83%) of the respondent had medium
utilization of credit. Therefore it may be concluded that, it is necessary to increase the proper
credit utilization level of the borrowers.

The correlation analysis of the study showed that the level of education had a significant
positive contribution to the credit utilization of the respondents. So it may be concluded that
the respondents having more level of education, had more utilization of credit because people
with higher education were more concern about their credit utilization pattern.

The farm size of the respondent’s had positive role to the credit utilization of the ASA credit
borrowers. It indicates that higher the farm size higher credit utilization.

The findings of the study showed that annual income of the respondent had a significant
positive contribution to the credit utilization of the respondents. Therefore it may be concluded
that respondents having higher annual income utilize the credit in a better way.

Involvement with no. of NGO had a significant positive contribution to the credit utilization of
the respondents. So, involvement with more no. of NGOs help the respondents to utilize the

loan in a better way.

7.3. Recommendations
7.3.1. Recommendations for Policy Implication

Considering overall credit utilization, the findings indicate that 43.83% of the respondents had
medium credit utilization. Therefore, it is recommended that attempts should be continued by
the ASA authorities to strengthen supervision of credit utilization of all types of credit
borrowers.

Because of positive relationship between education and credit utilization of respondents,
preference should be given on credit distribution. In this context, ASA authority should be
given emphasized to illiterate and primary level educated beneficiaries regarding use of credit.
Lower income group should get emphasized as they could not use the credit properly.

Smaller farm family should get emphasized as they could not use the credit properly.
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7.3.2. Recommendations for further Study

Relationship of eight characteristics of ASA beneficiaries with their credit utilization were
studied in this research work. Further research should be undertaken with a view to exploring
relationship of other characteristic of the respondent with their credit utilization behavior.

All the NGOs and MFIs of Bangladesh provide different credit service to their clients.
beneficieries

This study was conducted on the population of women borrowers of Akcha union of
Thakurgaon Sadar Upazila under Thakurgaon district. Findings of this study need to be
verified by undertaking similar research in ASA branches of other areas of the country.

This study was conducted on determinants on credit utilization of the ASA credit borrowers.
Many important aspects of credit program are still left to be explored. Therefore, more research
needs to be carried out on other aspects like income, employment, welfare effect of ASA credit

program
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APPENDIX-A
AN ENGLISH VERSION OF THE INTERVIEW SCHEDULE
Department of Development and Poverty Studies
Sher-e-Bangla Agricultural University, Dhaka- 1207
A Questionnaire for research study on

Factors Influencing Proper Credit Utilization of the ASA Credit Borrowers

From Respondent’s Perspective

Respondent no Date

Name of the Respondent

Village Union

Upazila District

I. Socio-demographic characteristics of the respondent

Sl. No. Query Answer

l.a. Age (in years)

I.b. Gender 1= Male, 2=Female

l.c. Educational Qualification (@) Do not know reading and writing

(b) Do not know reading and writing
but can sign only
(d) Studied up to class

l.d. Family size (total members)
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I1. Economic characteristics
Il.a. Farm Size

Types of Land

Area of Land

Local Unit

Hectare

Homestead area

Own land under own cultivation

Own land given to others’ on borga

Land taken from others’ on borga

Land taken from others’ on lease

Own pond & garden

Total

I1.b. Annual Income

Agriculture Source

Total Income (TK)

Rice

Wheat

Jute

Maize

Pulse

Vegetables

Fruits

Livestock

Poultry

Fisheries

Non-Agricultural Source

Services

Business

Day Labor

Total
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I1.c. Amount of Loan Received

How much loan did you receive last year?

I11. Psychological Characteristics

I11.a. Attitude towards ASA

Do you think that ASA is helping to reduce poverty through providingloan?

(@Yes (b)No
I11.b. Involvement with NGO’s

Please mention number of NGO’s you involve

I1l.c. Duration of involvement with ASA
How long have you been involved with ASA?
ADNS. oo
IV. Credit Utilization

Have you utilized credit properly?

(@)Yes (b)No

If yes, what extent (%) did you use properly?
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APPENDIX-B

Correlation matrix among the variables of the study (N=73)

VARIABLE X1 X2 X3 X4 X5 X6 X7 X8
X1 1
X2 .306** 1
X3 132 .022 1
X4 .074 .014 .006 1
X5 .148 213 373%* | 412*%* 1
X6 110 -.044 -.059 .258* .150 1
X7 .012 .072 .043 -.116 -051 | -.048 1
X8 .364** | -.263* | -.296* .168 -.031 | .080 -.077 1
Y .051 | .248~* .075 .264* .287* | .013 .295* | .167
X1=Age X6= Credit Received
X2=Education X7= NGO Involvement
X3=Family Size X8 = Duration of involvement with ASA
X4=Farm Size Y= Credit Utilization

X5= Annual Income
** significant at 1% level of probability
* significant at 5% level of probability

NS refers insignificant
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