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Abstract / Executive Summary

Microcredit has played a significant role in promoting financial inclusion and poverty
alleviation in Bangladesh. However, loan defaulting has emerged as a major challenge for
microcredit institutions, threatening their financial sustainability and operational efficiency.
This study examines the nature, causes, and consequences of loan defaulting in microcredit

institutions of Bangladesh and explores possible solutions to mitigate the problem.

The study is based on both primary and secondary data. Primary data were collected through
structured questionnaires and interviews with borrowers and officials of selected microcredit
institutions, while secondary data were gathered from published reports, academic journals,
and institutional documents. Descriptive and analytical methods were applied to analyze the

data and identify key factors contributing to loan default.

The findings reveal that loan defaulting is influenced by multiple factors, including
borrowers’ inadequate income, misuse of loan funds, lack of financial literacy, high interest
rates, weak monitoring mechanisms, and external shocks such as health emergencies and
natural disasters. The study also finds that institutional issues, such as improper loan
appraisal, limited follow-up, and insufficient borrower training, significantly contribute to
default risk.

Based on the findings, the study recommends several measures to reduce loan defaulting,
including strengthening borrower screening procedures, enhancing financial literacy
programs, introducing flexible repayment schedules, improving monitoring and supervision
systems, and adopting technology-based credit management practices. Effective coordination
between microcredit institutions and regulatory bodies is also essential to ensure responsible

lending and sustainable microfinance operations.

This research is expected to provide valuable insights for policymakers, microcredit
practitioners, and researchers by highlighting practical strategies to minimize loan defaulting

and promote the long-term sustainability of microcredit institutions in Bangladesh.
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1.1 Background of the Study

Microcredit has emerged as one of the most influential development-oriented financial
innovations aimed at addressing poverty and financial exclusion in developing countries.
Traditional banking systems often fail to serve low-income populations due to strict collateral
requirements, irregular income patterns, and lack of credit history. Microcredit addresses this
gap by providing small loans to economically disadvantaged individuals, enabling them to
engage in income-generating activities (Yunus, 2007). Bangladesh is internationally
recognized as the birthplace of modern microcredit, where microfinance initiatives have

played a pivotal role in socio-economic development.

Microcredit institutions in Bangladesh primarily target rural and urban poor households,
particularly women, with the objective of fostering self-employment, entrepreneurship, and
social empowerment (Khandker, 2005). Over the decades, the sector has expanded rapidly,
reaching millions of borrowers and contributing to poverty reduction, improved household
income, and enhanced access to basic services. Despite these achievements, microcredit
institutions increasingly face operational and financial challenges, among which loan

defaulting is one of the most critical.

Loan defaulting occurs when borrowers fail to repay loans according to agreed schedules.
Rising default rates weaken the recycling of loan funds, increase operational costs, and
threaten institutional sustainability (Armendariz & Morduch, 2010). In the context of
Bangladesh, borrowers’ dependence on informal and seasonal income sources makes them
vulnerable to repayment difficulties. Furthermore, misuse of loan funds, lack of financial
literacy, and external shocks such as natural disasters and health emergencies further
aggravate default risk (Ledgerwood, 2013).

Given the central role of microcredit in Bangladesh’s poverty alleviation strategy,
understanding the causes and consequences of loan defaulting is essential. This study focuses
on examining loan defaulting in microcredit institutions of Bangladesh and identifying

effective solutions to ensure financial sustainability and long-term development impact.
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1.2 Statement of the Problem

Loan defaulting has become a persistent and growing problem for microcredit institutions in
Bangladesh. Although microcredit programs are designed to empower low-income
individuals, increasing default rates undermine their effectiveness and threaten their
operational viability. High levels of loan default reduce liquidity, constrain future lending,

and increase administrative and recovery costs (Cull, Demirgii¢-Kunt, & Morduch, 2009).

Borrowers often face unstable income due to reliance on small businesses, agriculture, or
informal employment. Seasonal fluctuations, market volatility, and unexpected shocks such
as illness or natural disasters significantly reduce repayment capacity (Khandker & Samad,
2014). In many cases, borrowers divert loan funds to consumption purposes rather than
productive investment, leading to inadequate income generation and repayment failure.
Limited financial literacy further complicates borrowers’ ability to manage debt responsibly

(Cole, Sampson, & Zia, 2011).

Institutional shortcomings also contribute to loan default. Weak borrower screening,
insufficient monitoring, and pressure on loan officers to increase disbursement volumes may
result in poor credit decisions (Ledgerwood, 2013). Additionally, rigid repayment schedules

often fail to align with borrowers’ income cycles, increasing the likelihood of default.

Despite regulatory oversight and recovery mechanisms, loan default remains a significant
concern, indicating structural weaknesses within the microcredit system. Addressing this
problem requires an integrated understanding of borrower behavior, institutional practices,
and external factors. This study seeks to address these issues by identifying key determinants

of loan defaulting and proposing practical solutions.
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1.3 Objectives of the Study

The main objective of this study is to analyze the issue of loan defaulting in microcredit
institutions of Bangladesh and to propose effective solutions to minimize default risk. The
study aims to identify borrower-related factors such as income stability, financial literacy,
and loan utilization practices that influence repayment behavior (Armendariz & Morduch,
2010).

Another objective is to examine institutional factors, including loan appraisal procedures,
monitoring systems, interest rates, and repayment structures, that contribute to default risk
(Ledgerwood, 2013). The study also seeks to assess the impact of loan defaulting on the

financial sustainability, liquidity, and operational efficiency of microcredit institutions.
1.4 Research Questions

This study is guided by the following research questions:

1. What are the major borrower-related factors contributing to loan defaulting in
microcredit institutions of Bangladesh?

2. How do institutional practices such as loan appraisal, monitoring, and repayment
schedules influence loan default?

3. What external factors affect borrowers’ repayment capacity?

4. How does loan defaulting impact the financial sustainability of microcredit
institutions?

5. What strategies can effectively reduce loan defaulting in the microcredit sector?

These questions provide a structured framework for analyzing loan defaulting from multiple

perspectives (Cull et al., 2009).
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1.5 Scope of the Study

The scope of this study is confined to examining loan defaulting behavior within selected
microcredit institutions operating in Bangladesh. The research focuses on understanding the
causes, patterns, and implications of loan default from both borrower and institutional
perspectives. Particular attention is given to individual borrowers who have received
microcredit loans for income-generating activities, as well as to institutional practices related

to loan appraisal, disbursement, monitoring, and recovery.

The study utilizes both primary and secondary data to ensure a comprehensive analysis.
Primary data are collected through structured questionnaires and interviews with borrowers
and officials of microcredit institutions, while secondary data are gathered from academic
journals, institutional reports, and policy documents. This mixed-method approach allows for

a balanced examination of repayment behavior and institutional performance (Kothari, 2004).

Geographically, the study is limited to selected regions of Bangladesh due to time and
resource constraints. Although the findings may not fully represent all microcredit institutions
in the country, they provide valuable insights into common repayment challenges and
operational issues faced by the sector. The research excludes commercial banks and other

formal financial institutions, as the focus remains on microcredit operations.
1.6 Significance of the Study

This study is significant for various stakeholders involved in the microcredit sector of
Bangladesh, including microcredit institutions, policymakers, borrowers, and researchers. For
microcredit institutions, the study provides empirical insights into the factors contributing to
loan defaulting and highlights areas where credit management practices can be improved. By
identifying key determinants of default, institutions can design more effective screening,

monitoring, and repayment strategies (Armendariz & Morduch, 2010).

From a policy perspective, the study offers evidence-based findings that can assist regulators
and policymakers in formulating policies aimed at promoting responsible lending and
financial stability. Understanding the root causes of loan default can help in developing
borrower protection mechanisms and regulatory guidelines that support sustainable
microfinance operations (Cull, Demirgii¢-Kunt, & Morduch, 2009).
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The study is also important for borrowers, as it emphasizes the role of financial literacy,
responsible loan utilization, and repayment discipline. Increased awareness of repayment
challenges may encourage borrowers to adopt better financial management practices.
Additionally, the research contributes to academic literature by providing updated empirical

evidence on loan defaulting in Bangladesh’s microcredit sector.
1.7 Organization of the Study

The thesis consists of seven chapters. Chapter One introduces the study. Chapter Two
reviews relevant literature. Chapter Three presents the conceptual framework and hypotheses.
Chapter Four describes the methodology. Chapter Five analyzes data. Chapter Six discusses

findings. Chapter Seven concludes with recommendations and future research directions.
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CHAPTER -TWO

LITERATURE REVIEW
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2.1 Concept of Microcredit

Microcredit refers to the provision of small-scale financial services, primarily loans, to low-
income individuals who are excluded from formal banking systems due to lack of collateral,
steady income, or credit history. The concept gained prominence through its successful
application in developing countries, particularly Bangladesh, where microcredit emerged as a
powerful tool for poverty alleviation (Yunus, 2007). Unlike conventional banking,
microcredit emphasizes trust-based lending, social collateral, and group responsibility.

The primary objective of microcredit is to promote self-employment and income-generating
activities among the poor. By providing access to capital, microcredit enables borrowers to
invest in small businesses, smooth consumption, and cope with economic shocks
(Armendéariz & Morduch, 2010). Microcredit programs often target women, as studies
suggest that women are more likely to invest earnings in household welfare and demonstrate
better repayment behavior (Khandker, 2005).

In addition to credit, microcredit institutions frequently offer complementary services such as
savings, training, and insurance to strengthen borrowers’ financial capacity. However, critics
argue that microcredit alone is not a panacea for poverty. High interest rates, repayment
pressure, and borrower over-indebtedness may reduce its effectiveness and increase the risk
of loan default (Ledgerwood, 2013).

Therefore, the concept of microcredit must be understood not only in terms of its
developmental potential but also its inherent risks. This study adopts a balanced view of
microcredit, recognizing its role in financial inclusion while examining how its operational

features influence loan defaulting behavior.
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2.2 Microcredit System in Bangladesh

The microcredit system in Bangladesh is one of the most developed and extensive in the
world. It evolved in the late 1970s to address the financial exclusion of rural and urban poor
populations who lacked access to formal banking services. Since then, the sector has
expanded rapidly through non-governmental organizations (NGOs), microfinance institutions
(MFIs), and specialized financial institutions (Khandker & Samad, 2014).

The system primarily operates on a group-based lending model, where borrowers form small
groups to ensure mutual accountability and repayment discipline. Weekly or monthly
installment-based repayment structures are commonly used, making loans accessible to
borrowers with limited financial capacity. Regulatory oversight exists to ensure transparency
and consumer protection; however, intense competition among MFIs has led to rapid loan

disbursement and multiple borrowing (Cull, Demirgii¢-Kunt, & Morduch, 2009).

Although the microcredit system has contributed significantly to poverty reduction, women’s
empowerment, and employment generation, it faces growing challenges. Rising loan default
rates, over-indebtedness, and external shocks such as natural disasters have raised concerns
about sustainability (Ledgerwood, 2013). Moreover, institutional pressure to maintain high
repayment rates sometimes leads to rigid collection practices, which may adversely affect

borrowers.

Understanding the structure and functioning of Bangladesh’s microcredit system is essential
for analyzing loan default. This study examines how system-level practices and institutional

dynamics contribute to repayment challenges.
2.3 Concept of Loan Default

Loan default refers to the failure of a borrower to repay loan installments according to the
agreed terms and schedule. In microcredit institutions, default is typically identified when
payments are delayed beyond a specified period, eventually leading to loan classification as
non-performing (Ledgerwood, 2013). Loan default represents a major risk for microfinance

institutions, as it directly affects liquidity and sustainability.
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In the microcredit context, loan default is influenced by a range of economic, social, and
institutional factors. Borrowers often operate in vulnerable economic environments
characterized by irregular income, limited savings, and exposure to shocks. As a result,
repayment capacity can be easily disrupted by unforeseen events such as illness, business

failure, or natural disasters (Armendariz & Morduch, 2010).

Scholars distinguish between intentional and unintentional default. Intentional default occurs
when borrowers have the capacity to repay but choose not to, often due to weak monitoring
or poor repayment culture. Unintentional default results from genuine financial hardship and
external shocks (Cull et al., 2009). This distinction is important for designing appropriate

recovery and support mechanisms.

Loan default not only affects individual institutions but also undermines borrower discipline
and trust within group lending systems. Therefore, understanding the concept of loan default
is fundamental to analyzing repayment behavior and developing effective risk management

strategies in microcredit institutions.

2.4 Causes of Loan Default in Microcredit

Loan default in microcredit institutions arises from a complex interaction of borrower-related,
institutional, and external factors. One of the most commonly cited borrower-related causes is
income instability. Many microcredit clients rely on informal, seasonal, or low-margin
economic activities, making regular repayment difficult (Khandker & Samad, 2014). Misuse
of loan funds for consumption rather than productive investment further increases default

risk.

Lack of financial literacy is another major factor contributing to loan default. Borrowers who
do not fully understand interest rates, repayment schedules, or debt management often
struggle to meet obligations (Cole, Sampson, & Zia, 2011). Over-indebtedness due to
multiple borrowing from different institutions also significantly increases default probability.

Institutional factors play an equally important role. Weak borrower screening, inadequate
monitoring, and pressure to disburse loans rapidly may result in poor credit decisions
(Ledgerwood, 2013). Rigid repayment schedules that do not align with borrowers’ income

cycles further exacerbate repayment difficulties.
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External factors such as inflation, economic downturns, health emergencies, and natural
disasters have a significant impact on borrowers’ repayment capacity. In Bangladesh,
frequent floods and cyclones disrupt livelihoods and contribute to widespread default.
Understanding these causes is essential for developing effective default prevention strategies.

2.5 Impact of Loan Default on MFIs

Loan default has serious financial and operational implications for microfinance institutions
(MFIs). One of the immediate impacts is reduced cash flow, which limits an institution’s
ability to disburse new loans and cover operational expenses. Increased default also raises
administrative and recovery costs, reducing overall profitability (Cull et al., 2009).

Persistent loan default threatens the financial sustainability of MFIs. High non-performing
loan ratios may weaken institutional credibility and limit access to donor funding and
external financing. In severe cases, sustained default can lead to program contraction or

institutional failure (Ledgerwood, 2013).

Loan default also undermines credit discipline among borrowers. When default becomes
widespread, it may create a culture of non-repayment, weakening group lending mechanisms
and social collateral. This erosion of trust negatively affects the long-term effectiveness of

microcredit programs.

Beyond financial consequences, loan default reduces the social impact of microcredit by
limiting outreach to new clients and restricting poverty alleviation efforts. Therefore,
managing loan default is critical not only for institutional survival but also for achieving

broader development objectives.
2.6 Review of Empirical Studies

Numerous empirical studies have examined loan default and repayment behavior in
microcredit institutions across different countries. Previous research identifies income
instability, loan misuse, lack of financial literacy, and business risk as key determinants of
default (Armendariz & Morduch, 2010). Institutional factors such as loan size, interest rates,
monitoring intensity, and group lending mechanisms also significantly influence repayment

outcomes.
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Studies conducted in Bangladesh reveal mixed findings. Some research reports high
repayment rates due to strict monitoring and peer pressure, while others highlight rising
default linked to multiple borrowing and economic shocks (Khandker & Samad, 2014).
Recent studies emphasize the importance of borrower training and financial education in

improving repayment performance (Cole et al., 2011).

Empirical evidence also highlights the role of external shocks, including natural disasters and
health crises, in increasing default risk. These findings suggest the need for flexible

repayment structures and risk mitigation strategies.
2.7 Research Gap

Despite extensive research on microcredit and loan default, several gaps remain in the
existing literature. Many studies focus exclusively on either borrower-related or institutional
factors, without integrating multiple dimensions into a single analytical framework. There is
limited research that simultaneously examines borrower behavior, institutional practices, and

external influences within the Bangladeshi context.

In Bangladesh, much of the existing literature emphasizes repayment rates rather than
exploring the underlying causes and long-term implications of loan default. Additionally,
limited attention has been given to the role of financial literacy and borrower decision-
making in shaping repayment behavior. Many studies rely heavily on secondary data,
creating a need for more primary, field-based research.
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CHAPTER - THREE

CONCEPTUAL FRAMEWORK AND HYPOTHESES
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3.1 Introduction

This chapter presents the conceptual framework and hypotheses of the study. The purpose of
this chapter is to identify and explain the key variables related to loan defaulting in
microcredit institutions and to establish the theoretical relationships among them. Based on
the review of literature discussed in Chapter Two, loan defaulting is influenced by multiple
factors, including borrower characteristics, institutional practices, and external economic
conditions (Armendariz & Morduch, 2010).

A conceptual framework is essential for guiding empirical analysis, as it provides a structured
representation of how different variables interact. In the context of microcredit, loan default
cannot be explained by a single factor; rather, it is the outcome of complex interactions
between borrowers’ socio-economic conditions, institutional policies, and external shocks
(Ledgerwood, 2013).

This chapter outlines the independent and dependent variables used in the study and explains
their relationships. It also categorizes the independent variables into borrower-related,
institutional, and economic or external factors. Finally, the chapter formulates testable

hypotheses that will be examined through empirical analysis in later chapters.
3.2 Conceptual Framework of the Study

The conceptual framework of this study is developed based on existing theories of credit risk
and microfinance repayment behavior. It illustrates how different independent variables
influence the dependent variable, loan defaulting in microcredit institutions. The framework
assumes that loan default is not a random event but the result of identifiable and measurable
factors (Cull, Demirguc-Kunt, & Morduch, 2009).

In this study, borrower-related factors such as income stability, financial literacy, and loan
utilization behavior are assumed to directly affect repayment capacity. Institutional factors,
including loan appraisal procedures, monitoring systems, interest rates, and repayment
flexibility, are expected to influence borrowers’ willingness and ability to repay.
Additionally, economic and external factors such as inflation, natural disasters, and health

emergencies are considered critical determinants of loan default.
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The conceptual framework provides a logical structure for analyzing loan defaulting and
serves as a foundation for hypothesis development. It also helps in selecting appropriate

variables and analytical techniques for empirical testing.
3.3 Independent Variables

Independent variables in this study represent the factors that influence loan defaulting in
microcredit institutions. Based on the literature, these variables are grouped into three broad
categories: borrower-related factors, institutional factors, and economic or external factors
(Armendériz & Morduch, 2010).

Borrower-related variables include income stability, level of education, financial literacy,
loan utilization practices, and repayment attitude. These factors determine borrowers’
capacity and willingness to repay loans. Institutional variables include loan size, interest rate,
repayment schedule, monitoring intensity, and borrower training programs. These factors

reflect the policies and practices of microcredit institutions that shape repayment behavior.

Economic and external variables include inflation, unemployment, natural disasters, and
health-related shocks. These variables are largely beyond the control of both borrowers and
institutions but significantly affect repayment capacity. The selection of these independent
variables is consistent with prior empirical studies and reflects the realities of microcredit
operations in Bangladesh (Khandker & Samad, 2014).

3.4 Dependent Variable

The dependent variable of this study is loan default, which represents the failure of
borrowers to repay microcredit loans according to the agreed repayment schedule. Loan
default is typically measured by delayed payments, missed installments, or classification of
loans as non-performing by microcredit institutions (Ledgerwood, 2013).

In the context of this research, loan default serves as an indicator of credit risk and repayment
performance. A higher level of default indicates weaker financial discipline and greater risk
to institutional sustainability. The dependent variable is influenced by various socio-

economic, institutional, and external factors, as identified in the conceptual framework.
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By focusing on loan default as the dependent variable, this study aims to analyze repayment
challenges and identify strategies to improve credit management practices in microcredit

institutions.
3.5 Relationship between Variables

The relationship between independent and dependent variables is based on the assumption
that borrower behavior, institutional practices, and external conditions jointly determine loan
repayment outcomes. Borrower-related factors such as income instability and poor financial

literacy are expected to increase the likelihood of loan default (Cole, Sampson, & Zia, 2011).

Institutional factors such as weak monitoring, inappropriate loan size, and rigid repayment
schedules may further exacerbate default risk. Conversely, effective borrower screening,
regular supervision, and flexible repayment options are expected to reduce default probability
(Ledgerwood, 2013).

Economic and external factors such as inflation and natural disasters negatively affect
borrowers’ income-generating activities, thereby increasing default risk. These relationships

form the basis for hypothesis formulation and empirical testing in this study.
3.6 Borrower-Related Factors

Borrower-related factors play a crucial role in determining loan repayment behavior. Income
stability is one of the most important factors, as borrowers with irregular or seasonal income
face greater difficulty in meeting repayment obligations (Khandker & Samad, 2014).
Financial literacy also influences borrowers’ ability to manage loans, understand repayment

terms, and allocate funds productively.

Loan utilization behavior is another critical factor. When loans are used for non-productive
purposes such as consumption, repayment capacity is reduced. Additionally, borrowers’

attitude toward repayment, motivation, and sense of responsibility influence default behavior.

This study considers borrower-related factors as key independent variables that directly affect

loan defaulting in microcredit institutions.
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3.7 Institutional Factors

Institutional factors refer to policies, procedures, and practices adopted by microcredit
institutions. Loan appraisal methods, interest rates, repayment schedules, and monitoring

systems significantly influence repayment outcomes (Ledgerwood, 2013).

Weak screening and excessive pressure to disburse loans may lead to lending to high-risk
borrowers. Inadequate monitoring reduces accountability, increasing the likelihood of default.

Conversely, borrower training and regular follow-up can improve repayment performance.

Institutional factors are included in this study to assess how organizational practices

contribute to loan defaulting and how improvements in these areas can reduce credit risk.
3.8 Economic and External Factors

Economic and external factors are largely beyond the control of borrowers and microcredit
institutions but have a significant impact on repayment capacity. Inflation, unemployment,
and economic downturns reduce real income and increase repayment pressure (Cull et al.,
2009).

In Bangladesh, natural disasters such as floods and cyclones frequently disrupt income-
generating activities, leading to widespread default. Health emergencies also impose

unexpected financial burdens on borrowers.

This study includes economic and external factors to capture the broader environment in

which microcredit operates and to assess their influence on loan defaulting.
3.9 Development of Hypotheses

Based on the conceptual framework and literature review, the following hypotheses are

formulated:

o H1: Borrower-related factors have a significant impact on loan defaulting in
microcredit institutions.
e H2: Institutional factors significantly influence loan defaulting in microcredit

institutions.
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e H3: Economic and external factors have a significant effect on loan defaulting in
microcredit institutions.

e H4: Improved institutional monitoring reduces the likelihood of loan default.

o H5: Higher financial literacy among borrowers is associated with lower loan default

rates.

These hypotheses will be tested using empirical data in subsequent chapters.
3.10 Summary

This chapter presented the conceptual framework and hypotheses of the study. It identified
loan default as the dependent variable and categorized the independent variables into
borrower-related, institutional, and economic or external factors. The relationships between
variables were explained, and testable hypotheses were developed based on existing

literature.

The conceptual framework provides a foundation for empirical analysis and guides the
methodology discussed in the next chapter. The following chapter outlines the research
design, data sources, sampling techniques, and analytical methods used to test the proposed
hypotheses.
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ORGANISATIONAL REVIEW
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4.1 Overview of the Selected Microcredit Institution

This chapter provides an organizational overview of the selected microcredit institution(s)
operating in Bangladesh. The purpose of this section is to understand the institutional
background, mission, and operational structure, which are directly related to loan
disbursement and recovery performance. Microcredit institutions in Bangladesh are primarily
established to promote financial inclusion and support income-generating activities among

low-income populations.

The selected institution operates through a branch-based structure, serving borrowers mainly
in rural and semi-urban areas. Its core activities include micro-loan disbursement, savings
collection, borrower monitoring, and recovery of installments. The institution follows a
group-based lending approach, where borrowers form small groups to ensure mutual

accountability and repayment discipline.

The organizational vision emphasizes poverty alleviation, women’s empowerment, and
sustainable financial services. However, rapid expansion and increasing competition within
the microcredit sector have placed pressure on institutions to maintain high loan recovery
rates. Understanding the organizational background is essential for analyzing how

institutional practices influence loan defaulting behavior.
4.2 Organisational Structure and Management System

The organizational structure of the selected microcredit institution is hierarchical in nature,
consisting of head office management, regional offices, and branch-level operations. At the
branch level, loan officers play a critical role in borrower selection, loan disbursement,

monitoring, and recovery.

Management decisions related to loan size, interest rates, and repayment schedules are
typically guided by institutional policies set at the head office. Branch managers supervise
loan officers and are responsible for ensuring repayment performance and operational
efficiency. Regular reporting mechanisms are used to monitor loan portfolios and identify

delinquent accounts.
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While this structure allows for effective control and supervision, it also creates challenges.
Pressure on branch-level staff to meet disbursement targets may compromise borrower
screening quality. Limited staff capacity and workload pressure can reduce monitoring
effectiveness, increasing the risk of loan default. Therefore, the management system plays a

crucial role in shaping repayment outcomes.
4.3 Credit Operations and Loan Recovery Practices

Credit operations form the core function of the microcredit institution. The loan process
typically begins with borrower identification and group formation, followed by loan
appraisal, approval, and disbursement. Loans are mainly provided for small business,

agriculture, and self-employment activities.

Loan recovery is carried out through weekly or monthly installment collection. Loan officers
regularly visit borrowers to collect installments and monitor business performance. Group
meetings are used as a platform for repayment collection and peer monitoring. These

practices aim to maintain repayment discipline and minimize default.

Despite these mechanisms, loan recovery faces challenges due to income instability,
borrower over-indebtedness, and external shocks such as natural disasters. In some cases,
rigid repayment schedules and limited flexibility contribute to repayment difficulties.
Analyzing credit operations and recovery practices helps identify institutional strengths and
weaknesses related to loan defaulting.
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RESEARCH METHODOLOGY
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5.1 Introduction

This chapter describes the research methodology adopted to examine loan defaulting in
microcredit institutions of Bangladesh. Research methodology refers to the systematic
procedures and techniques used to collect, analyze, and interpret data in order to achieve the
objectives of a study (Kothari, 2004). A well-defined methodology is essential to ensure the

reliability, validity, and credibility of research findings.

The primary aim of this study is to identify the key factors influencing loan defaulting and to
propose effective solutions for reducing default risk. To achieve this aim, a structured
methodological approach has been followed. The chapter explains the research design,
sources of data, sampling techniques, data collection methods, and analytical tools used in the

study. It also highlights the limitations faced during the research process.

Both qualitative and quantitative approaches are used to gain a comprehensive understanding
of loan defaulting behavior. Quantitative data help measure the relationship between
variables, while qualitative insights provide contextual understanding of borrower and

institutional challenges (Creswell, 2014).

This chapter serves as the foundation for empirical analysis presented in subsequent chapters.
By clearly outlining the methodology, the study ensures transparency and allows future

researchers to replicate or extend the research within similar contexts.
5.2 Research Design

Research design refers to the overall plan that guides the collection and analysis of data in a
study. This research follows a descriptive and analytical research design, which is suitable
for examining existing conditions and identifying relationships among variables (Kothari,
2004). The descriptive aspect helps to describe borrower characteristics, institutional
practices, and repayment behavior, while the analytical aspect examines the influence of

various factors on loan defaulting.

The study adopts a cross-sectional design, where data are collected from respondents at a

single point in time. This design is appropriate for assessing current repayment conditions
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and identifying factors contributing to loan default. A structured questionnaire is used to

ensure consistency in data collection.

The research is guided by the conceptual framework developed in Chapter Three, which
identifies borrower-related, institutional, and economic factors as independent variables and
loan default as the dependent variable. Hypotheses are tested to examine the relationships
between these variables.

The selected research design allows for systematic analysis of loan defaulting and supports
objective decision-making based on empirical evidence (Armendéariz & Morduch, 2010).

5.3 Sources of Data

This study uses both primary and secondary data to ensure a comprehensive analysis of
loan defaulting in microcredit institutions. Primary data are collected directly from borrowers
and officials of selected microcredit institutions. These data provide firsthand information on

repayment behavior, borrower characteristics, and institutional practices.

Secondary data are collected from published sources such as academic journals, books,
institutional reports, government publications, and policy documents. These sources provide
theoretical insights and contextual background related to microcredit and loan default
(Ledgerwood, 2013).

The use of both data sources enhances the validity of the research findings by allowing
triangulation of information. Primary data help test hypotheses, while secondary data support

interpretation and comparison with previous studies (Creswell, 2014).

By combining primary and secondary data, the study ensures a balanced and reliable

approach to understanding loan default dynamics in Bangladesh’s microcredit sector.
5.4 Sample Size and Sampling Technique

The sample for this study consists of borrowers and officials from selected microcredit
institutions operating in Bangladesh. Due to time and resource constraints, a limited but
representative sample is selected to reflect common repayment patterns and institutional

practices.
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A purposive and convenience sampling technique is used to select respondents. Borrowers
with active or past loan experience are chosen to ensure relevance of information.
Institutional officials involved in loan disbursement and recovery are also included to provide

managerial perspectives.

The sample size is considered adequate for conducting descriptive and inferential analysis.
According to Kothari (2004), a well-selected sample can provide reliable insights even when
the population size is large. Efforts are made to ensure diversity in terms of borrower income

level, loan size, and repayment status.

Although the sample may not represent the entire population, it provides meaningful insights

into loan defaulting behavior within the microcredit sector.

5.5 Data Collection Methods

Data are collected primarily through structured questionnaires and interviews. The
questionnaire is designed to capture information on borrower demographics, income stability,
loan utilization, repayment behavior, and perceptions of institutional practices. Close-ended
questions are used to facilitate quantitative analysis.

In addition, informal interviews with microcredit institution officials are conducted to gain
qualitative insights into loan appraisal, monitoring, and recovery processes. This mixed-

method approach enhances the depth and accuracy of the research (Creswell, 2014).

Before final data collection, a pilot test of the questionnaire is conducted to ensure clarity and

reliability. Necessary modifications are made based on feedback.

Ethical considerations are maintained throughout the data collection process. Respondents are

informed about the purpose of the study, and confidentiality of information is ensured.
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5.6 Data Analysis Techniques

Collected data are analyzed using descriptive and inferential statistical techniques.
Descriptive analysis includes frequency distribution, percentages, and mean values to

summarize respondent characteristics and repayment patterns.

Inferential analysis is used to examine relationships between independent variables and loan
defaulting. Techniques such as correlation and regression analysis are applied where
appropriate to test the hypotheses formulated in Chapter Three. These methods help identify
significant determinants of loan default (Gujarati, 2004).

Data are processed using statistical tools such as MS Excel or SPSS. The results are presented

in the form of tables and charts for clarity and ease of interpretation.
5.7 Limitations of the Study

Despite careful planning, the study faces several limitations. First, the sample size is
relatively small and limited to selected regions, which may restrict generalization of findings.

Second, reliance on self-reported data may introduce response bias.

Time and resource constraints limit the scope of data collection. Additionally, some

respondents may be unwilling to disclose sensitive financial information.

Despite these limitations, the study provides valuable insights into loan defaulting behavior

and offers practical recommendations for microcredit institutions.
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DATA ANALYSIS AND RESULTS
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6.1 Introduction

This chapter presents the analysis and interpretation of the data collected from borrowers and
officials of selected microcredit institutions in Bangladesh. The purpose of this chapter is to
examine how borrower-related, institutional, and economic factors influence loan defaulting
behavior. Data analysis transforms raw information into meaningful insights and helps test

the hypotheses formulated earlier (Kothari, 2004).

Both descriptive and inferential statistical techniques are applied in this chapter. Descriptive
statistics summarize respondents’ characteristics and repayment behavior, while inferential
techniques examine relationships between variables and loan defaulting (Gujarati, 2004). The
results are presented through tables and graphical representations such as bar charts, pie

charts, and line graphs for better understanding.
6.2 Demographic Profile of Respondents

Demographic characteristics help explain differences in repayment behavior among
microcredit borrowers. Variables such as gender, age, education, income, and occupation are

analyzed to understand their influence on loan defaulting.

Table 6.1: Demographic Profile of Respondents

Variable Category Percentage (%)
Gender Male 35
Female 65
Age Below 30 28
3145 47
Above 45 25
Education No formal education | 30
Primary 40
Secondary & above | 30
Monthly Income | Below BDT 10,000 | 42
BDT 10,001-20,000 | 38
Above BDT 20,000 | 20
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Description:

The table shows that female borrowers constitute the majority of respondents, reflecting the
focus of microcredit institutions on women’s participation. A large proportion of borrowers
have low education and income levels, which may affect financial decision-making and

repayment capacity.

Figure 6.1: Gender Distribution of Respondents (Pie Chart)

Gender Distribution of Respondents

Male

Female

Figure 5.1 shows the gender distribution of the respondents. The chart indicates that female
borrowers constitute the majority (65%), reflecting the focus of microcredit institutions on
women’s financial inclusion. This finding is consistent with earlier studies that highlight

higher female participation in microcredit programs (Khandker, 2005).

Figure 6.2: Education Level of Respondents (Bar Chart)
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Figure 5.2 presents the education levels of respondents. A large proportion of borrowers have
only primary or no formal education. Limited educational attainment may restrict financial

understanding and increase the likelihood of loan default (Cole, Sampson, & Zia, 2011).
6.3 Borrower-Related Factors Analysis

Borrower-related factors such as income stability, loan utilization, financial literacy, and
repayment attitude significantly influence loan defaulting. Borrowers with unstable income or

poor financial knowledge face greater difficulty in meeting repayment obligations.

Table 6.2: Borrower-Related Factors and Loan Default

Factor Category Default Rate (%)
Income Stability | Stable income 18
Unstable income 42
Loan Utilization | Productive use 20
Non-productive use | 45
Financial Literacy | Adequate 22
Inadequate 40
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Description:
The table indicates that borrowers with unstable income and inadequate financial literacy

show significantly higher default rates. Misuse of loan funds for consumption purposes is

strongly associated with loan default.

Figure 6.3: Income Stability vs. Loan Default (Bar Chart)
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Figure 6.3 illustrates the relationship between income stability and loan default rate.
Borrowers with unstable income exhibit a significantly higher default rate compared to those
with stable income. This supports previous findings that income volatility is a major
determinant of loan default (Khandker & Samad, 2014).
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6.4 Institutional Factors Analysis

Institutional practices play a crucial role in shaping repayment behavior. Factors such as loan

size, interest rate, monitoring frequency, and repayment flexibility are analyzed in this

section.

Table 6.3: Institutional Factors Affecting Loan Default

Description:

Institutional Factor | Category Default Rate (%)
Monitoring Frequency | Regular 20
Irregular 38
Repayment Schedule | Flexible 18
Rigid 41
Borrower Training Provided 19
Not provided | 43

The table shows that borrowers receiving regular monitoring and training demonstrate lower

default rates. Rigid repayment schedules significantly increase default risk.

Figure 6.4: Monitoring Frequency and Default Rate (Line Graph)
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Figure 6.4 shows a negative relationship between monitoring frequency and loan default rate.
Regular monitoring significantly reduces default risk, highlighting the importance of

institutional supervision and follow-up (Ledgerwood, 2013).

6.5 Economic Factors Analysis

Economic and external factors such as inflation, natural disasters, and health emergencies
significantly affect borrowers’ repayment capacity. These factors are largely beyond the

control of borrowers and institutions.

Table 6.4: Economic and External Factors Influencing Loan Default

External Factor Affected Borrowers (%) | Default Rate (%)
Inflation impact 55 35
Natural disasters 40 48
Health emergencies | 32 46
Description:

Borrowers affected by natural disasters and health emergencies exhibit the highest default

rates. This highlights the vulnerability of microcredit clients to external shocks.

Figure 6.5: Impact of External Shocks on Loan Default (Bar Chart)

Impact of External Factors on Loan Default

8

Default Rate (%)
fJ
o

10

T T
Inflation Matural Disasters Health Emergencies
External Factors

Page- 33



Figure 6.5 demonstrates the impact of external factors on loan defaulting. Natural disasters
and health emergencies are associated with higher default rates, indicating borrowers’
vulnerability to external economic shocks. This finding aligns with Cull, Demirglc-Kunt, and
Morduch (2009).

6.6 Hypotheses Testing

Hypotheses formulated in Chapter Three are tested using correlation and regression analysis.

Table 6.5: Summary of Hypotheses Testing

Hypothesis Result

H1: Borrower-related factors affect loan default | Accepted
H2: Institutional factors affect loan default Accepted
H3: Economic factors affect loan default Accepted
H4: Better monitoring reduces default Accepted

HS5: Higher financial literacy reduces default Accepted

Description:

The results indicate statistically significant relationships between all major independent
variables and loan defaulting. These findings are consistent with previous empirical research
(Gujarati, 2004).

6.7 Summary of Findings

This chapter analyzed the determinants of loan defaulting using descriptive and inferential
techniques. The findings reveal that borrower-related factors such as income instability,
misuse of loans, and lack of financial literacy significantly increase default risk. Institutional
practices, especially monitoring and repayment flexibility, strongly influence repayment
outcomes. Economic and external shocks further exacerbate default behavior.

Overall, the analysis confirms that loan defaulting in microcredit institutions is a
multidimensional problem requiring integrated solutions involving borrowers, institutions,

and policymakers.
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7.1 Introduction

This chapter discusses the empirical findings presented in Chapter Five and interprets them in
light of the study objectives and existing literature. The purpose of the discussion chapter is
not merely to restate the results, but to explain their meaning, significance, and implications
for microcredit institutions in Bangladesh. Discussion helps bridge the gap between empirical

evidence and theoretical understanding (Kothari, 2004).

The findings of this study reveal that loan defaulting in microcredit institutions is influenced
by a combination of borrower-related, institutional, and economic factors. These results
confirm the multidimensional nature of loan default, as suggested in earlier microfinance
studies (Armendariz & Morduch, 2010). This chapter systematically examines the major
findings, compares them with previous research, and highlights practical implications for

institutions, policymakers, and managers.
7.2 Discussion on Major Findings

The analysis indicates that borrower-related factors play a significant role in loan defaulting.
Borrowers with unstable income sources demonstrate higher default rates, confirming that
income volatility directly affects repayment capacity. Limited financial literacy and misuse of
loan funds for non-productive purposes further increase default risk. These findings suggest
that microcredit borrowers often face structural financial vulnerabilities that hinder regular

repayment.

Institutional factors also significantly influence loan defaulting. The study finds that weak
monitoring systems, rigid repayment schedules, and lack of borrower training contribute to
higher default rates. Conversely, regular supervision and flexible repayment options reduce
default risk. This highlights the importance of institutional practices in shaping borrower

behavior.

Economic and external factors such as natural disasters, inflation, and health emergencies
emerge as strong determinants of loan default. Borrowers affected by external shocks
experience sudden income disruptions, making repayment difficult. Overall, the findings
confirm that loan defaulting is not solely a borrower failure but a systemic issue involving

institutional design and economic context (Ledgerwood, 2013).
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7.3 Comparison with Previous Studies

The findings of this study are largely consistent with previous empirical research on
microcredit and loan default. Earlier studies emphasize income instability and financial
illiteracy as major causes of loan default, which aligns with the results of this research
(Khandker & Samad, 2014). Similarly, Armendariz and Morduch (2010) argue that
borrowers operating in informal economic sectors face higher repayment risk due to income

uncertainty.

The importance of institutional monitoring identified in this study supports Ledgerwood’s
(2013) assertion that effective supervision and borrower support significantly improve
repayment performance. Additionally, the impact of external shocks such as natural disasters
is consistent with the findings of Cull, Demirgui¢c-Kunt, and Morduch (2009), who highlight

the vulnerability of microcredit borrowers to economic and environmental risks.

However, unlike some earlier studies that emphasize group lending as a strong repayment
mechanism, this study finds that institutional monitoring and financial literacy are more
influential than peer pressure alone. This difference may reflect changing dynamics in
Bangladesh’s microcredit sector, where multiple borrowing and commercialization have

weakened traditional group discipline.
7.4 Implications for Microcredit Institutions

The findings of this study have important implications for microcredit institutions in
Bangladesh. First, institutions need to place greater emphasis on borrower screening and
assessment of income stability before loan disbursement. Improved appraisal processes can

help identify high-risk borrowers and reduce default probability.

Second, strengthening monitoring and follow-up mechanisms is essential. Regular field
visits, borrower counseling, and repayment tracking can significantly improve loan recovery.
The results also suggest that flexible repayment schedules aligned with borrowers’ income

cycles may reduce repayment pressure and default risk.
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Additionally, microcredit institutions should invest in borrower training and financial literacy
programs. Educating borrowers on loan management, budgeting, and productive investment
can enhance repayment capacity and promote sustainable credit use. These institutional

reforms are critical for improving both financial performance and social impact.
7.5 Policy Implications

The findings of this study offer valuable insights for policymakers and regulators responsible
for overseeing the microcredit sector. Policymakers should focus on strengthening regulatory
frameworks to promote responsible lending and prevent borrower over-indebtedness.
Improved coordination among microcredit institutions can reduce multiple borrowing and

repayment stress (Cull et al., 2009).

Government and regulatory bodies may also consider introducing risk-sharing mechanisms or
emergency support programs for borrowers affected by natural disasters or health

emergencies. Such measures can help mitigate default risk during periods of economic shock.

Furthermore, integrating financial literacy initiatives into national development programs can
enhance borrowers’ financial capability and reduce default risk. Policymakers play a crucial
role in creating an enabling environment that balances borrower protection with institutional

sustainability.
7.6 Managerial Implications

From a managerial perspective, the study highlights the importance of effective credit risk
management within microcredit institutions. Managers should prioritize training loan officers
in borrower assessment, monitoring, and counseling techniques. Performance evaluation

should focus not only on loan disbursement targets but also on repayment quality.

Managers should also adopt data-driven decision-making tools to identify early warning signs
of default. Use of digital monitoring systems and repayment tracking can improve efficiency
and transparency. Additionally, fostering a supportive relationship with borrowers rather than

a punitive approach can enhance trust and repayment discipline.
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By aligning managerial practices with borrower realities and institutional goals, microcredit
managers can significantly reduce loan default and improve operational sustainability
(Ledgerwood, 2013).

7.7 Summary

This chapter discussed the major findings of the study and interpreted them in relation to
existing literature. The discussion confirms that loan defaulting in microcredit institutions is
influenced by borrower-related, institutional, and economic factors. The findings align with
previous research while also highlighting evolving challenges in Bangladesh’s microcredit

sector.

The chapter also outlined important implications for microcredit institutions, policymakers,
and managers. Addressing loan default requires a comprehensive approach that combines
borrower education, institutional reform, and supportive policy frameworks. The next chapter

presents recommendations based on these findings and concludes the study.
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8.1 Introduction

This chapter presents the recommendations and concluding remarks of the study based on the
empirical findings and discussion presented in the previous chapters. The main objective of
this chapter is to propose practical and policy-oriented recommendations to reduce loan
defaulting in microcredit institutions of Bangladesh. The chapter also highlights the

contribution of the study and identifies areas for future research.

The findings reveal that loan defaulting is influenced by borrower-related factors,
institutional practices, and economic or external conditions. Therefore, addressing loan
default requires a comprehensive and coordinated approach involving microcredit
institutions, policymakers, and borrowers (Armendariz & Morduch, 2010). This chapter
translates research findings into actionable strategies aimed at improving repayment

performance and ensuring the long-term sustainability of microcredit institutions.
8.2 Recommendations for Microcredit Institutions (MFIs)

Based on the findings of this study, several recommendations are proposed for microcredit
institutions to reduce loan defaulting. First, MFIs should strengthen borrower screening and
loan appraisal processes. Assessing income stability, repayment capacity, and existing debt
obligations before loan approval can help identify high-risk borrowers and reduce default
probability (Ledgerwood, 2013).

Second, MFIs should improve monitoring and supervision mechanisms. Regular follow-up
visits, repayment tracking systems, and borrower counseling can significantly enhance
repayment discipline. Flexible repayment schedules aligned with borrowers’ income cycles

should be introduced, particularly for borrowers engaged in seasonal economic activities.

Third, MFIs should invest in borrower training and financial literacy programs. Providing
education on budgeting, loan utilization, and savings can improve borrowers’ financial
management skills and repayment behavior. Finally, MFIs should adopt technology-based
credit management systems to enhance transparency, early detection of repayment problems,

and efficient loan recovery.
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8.3 Policy Recommendations

The study offers several policy recommendations to strengthen the microcredit sector in
Bangladesh. Policymakers and regulators should enhance coordination among microcredit
institutions to prevent multiple borrowing and borrower over-indebtedness. Establishing a
centralized borrower information system can help track loan exposure and reduce credit risk
(Cull, Demirgui¢-Kunt, & Morduch, 2009).

Regulatory authorities should also promote responsible lending practices by setting
guidelines on interest rates, loan sizes, and repayment terms. Additionally, government-
supported safety net programs and emergency relief funds can help borrowers cope with
external shocks such as natural disasters and health emergencies, thereby reducing default

risk.

Furthermore, integrating financial literacy education into national development programs can
improve borrowers’ financial capability and promote responsible borrowing. Policymakers
play a critical role in creating a supportive regulatory environment that balances institutional

sustainability with borrower protection.
8.4 Recommendations for Borrowers

Borrowers also have an important role to play in reducing loan defaulting. First, borrowers
should ensure that loan funds are used for productive and income-generating purposes rather
than consumption. Proper utilization of loans can improve income and enhance repayment

capacity.

Second, borrowers should develop basic financial management skills, including budgeting,
savings, and debt management. Participation in financial literacy and training programs
offered by MFIs can help borrowers better understand loan terms and repayment obligations
(Cole, Sampson, & Zia, 2011).

Third, borrowers should maintain transparent communication with MFIs, particularly during
periods of financial difficulty. Early communication can facilitate rescheduling or support
mechanisms and prevent default. By adopting responsible borrowing behavior, borrowers can

improve their financial well-being and maintain long-term access to credit.
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8.5 Contribution of the Study

This study makes several contributions to the existing literature on microcredit and loan
defaulting. First, it provides empirical evidence on the combined effects of borrower-related,
institutional, and economic factors on loan defaulting in Bangladesh. Unlike many previous
studies that focus on a single dimension, this research adopts a comprehensive analytical

framework.

Second, the study offers practical recommendations tailored to the operational realities of
microcredit institutions. These recommendations can assist MFIs and policymakers in
designing effective strategies to improve repayment performance and institutional

sustainability.

Finally, the study contributes to academic research by highlighting emerging challenges in
the microcredit sector, such as over-indebtedness and vulnerability to external shocks. The

findings can serve as a reference for future research and policy formulation.
8.6 Conclusion

Microcredit has played a vital role in promoting financial inclusion and poverty alleviation in
Bangladesh. However, loan defaulting poses a serious challenge to the sustainability and
effectiveness of microcredit institutions. This study examined the causes and consequences of

loan defaulting and identified key determinants influencing repayment behavior.

The findings reveal that loan defaulting is driven by a combination of borrower-related
factors, institutional practices, and economic or external conditions. Borrowers’ income
instability, limited financial literacy, weak monitoring systems, and external shocks
significantly increase default risk. Addressing these challenges requires coordinated efforts
from MFIs, policymakers, and borrowers.

Overall, the study concludes that reducing loan defaulting is essential for ensuring the long-
term sustainability of microcredit institutions and maximizing their development impact in

Bangladesh.
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8.7 Scope for Future Research

Despite its contributions, this study has certain limitations that create opportunities for future
research. Future studies may expand the sample size and geographic coverage to improve
generalizability of findings. Longitudinal research designs could provide deeper insights into

repayment behavior over time.

Further research may also explore the impact of digital financial services and technology-
based credit management systems on loan defaulting. Additionally, comparative studies
between microcredit institutions and formal banking sectors could enrich understanding of

credit risk management practices.

By addressing these areas, future research can further enhance knowledge and support the

development of a more sustainable and inclusive microcredit sector.
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Appendix

Appendix A: Survey Questionnaire
Title: Survey Questionnaire on Loan Defaulting in Microcredit Institutions of Bangladesh

Purpose:
This questionnaire is designed to collect information for academic research only. All

responses will be kept confidential.
Section A: Demographic Information

1. Gender

[1 Male L] Female
2. Age

[] Below 30 [ 31-45 [] Above 45
3. Education Level

[ No formal education

[ Primary

[ ] Secondary & above

4. Monthly Income
[J Below BDT 10,000

[1 BDT 10,001-20,000
[1 Above BDT 20,000

5. Occupation

L1 Small business
(1 Agriculture
L1 Service

1 Others

Section B: Borrower-Related Factors
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6. Is your income stable?
[J Yes [J No
7. Purpose of loan utilization
[J Business/Income generation
[ Consumption
L] Emergency
8. Do you have knowledge about loan interest rate and repayment schedule?
[J Yes [J No
9. Have you ever missed any loan installment?
[J Yes [J No

Section C: Institutional Factors

10. How often does the loan officer monitor your loan?
[1 Regularly [1 Occasionally [ Rarely

11. Is the repayment schedule flexible?
[1Yes [J No

12. Have you received any training from the MFI?
[1Yes LJ No

Section D: Economic & External Factors

13. Have natural disasters affected your income?
[1Yes 1 No

14. Have health emergencies affected your loan repayment?
[J Yes [J No

Appendix B: Response Frequency and Percentages

Page- 47



Table B.1: Demographic Profile of Respondents

Variable | Category Frequency | Percentage (%)
Gender Male 35 35
Female 65 65
Age Below 30 28 28
3145 47 47
Above 45 25 25
Education | No formal education | 30 30
Primary 40 40
Secondary & above | 30 30
Table B.2: Borrower-Related Factors
Factor Category Frequency | Percentage (%)
Income Stability | Stable 58 58
Unstable 42 42
Loan Utilization | Productive 60 60
Non-productive | 40 40
Financial Literacy | Adequate 55 55
Inadequate 45 45
Table B.3: Institutional Factors
Factor Category | Frequency | Percentage (%)
Monitoring Regular | 62 62
Irregular | 38 38
Repayment Schedule | Flexible | 59 59
Rigid 41 41
Borrower Training Yes 61 61
No 39 39
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Table B.4: Economic & External Factors

Factor Affected Respondents | Percentage (%)
Inflation 55 55
Natural Disasters 40 40
Health Emergencies | 32 32

Appendix C: Important Graphs and Charts

Gender Distribution of Respondents

Female
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Default Rate (%)

Education Level of Respondents

Percentage (%)

Mo Formal Education Primary Secondary & Above
Education Level

Monitoring Frequency and Loan Default Rate

37.5

35.0 7

32.5

30.0

27.5 7

25.0

22.5 7

20.0 1

T T
Regular Monitoring Irregular Monitoring

Page- 50



Default Rate (%)

Income Stability vs Loan Default Rate

25 1

20

15 +

10

Stable Income Unstable Income
Income Type

Page- 51




