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[bookmark: _Toc54087480]Abstract

The main purpose of writing this report was to analysis the positive and negative effects of microcredit over household consumption. In addition, to see the side effects created through high household consumption, which leads either increase or decrease over remittance, environmental quality, foreign development investments and financial development. I considered microcredit loans as the independent variable and the rest of them as dependent variable on it. There were a neutral effect over the countries I have analyzed to understand that if microcredit actually reduces poverty or not. The main improvement has seen over the agricultural and retail sector. It also enhanced women empowerment in various countries. I have described the abbreviations of panel unit root test, pedroni panel cointegration test, auto regression- distribution lag model and panel causality test by toda and yamamoto model. Thus, the data analysis have done firstly, through the panel- unit root test, which showed stationary at level. Secondly, cross sectional dependency test stated that there is a dependency over each of the variables in between. Thirdly, panel cointegration model showed long run relationship between household consumption, microcredit and remittance inflow. We observed that, all the test statistics are significant, either 5% or 1%. Therefore, we can include that there is a distant future connection between microcredit, household consumption and remittance inflow. Then I have used the base line estimation model, which was divided into three consecutive tests namely, OLS; random effect and fixed effect model. Most of the results here showed to have negative impact of household consumption. That means it could not create a greater impact over the rest of the dependent variables (remittance, financial development, foreign development investment and environmental quality). In case of autoregressive estimation model we have found that, the constants of every test were positive, only two tests of remittance and three tests of foreign direct investment have effected by the increase of microcredit and household consumption in a productive way in the long- run. Other than that, two tests of financial development and two from the remittance remained positive, in case of short- term. The last test was causality test stated that, impact on household consumption has conducted productively by microcredit, remittance, financial development, foreign development investment and environmental quality. The stationary effect is at level in each of the variables.

[bookmark: _Toc54087481]Chapter 1: Introduction

1.1 [bookmark: _Toc54087482]Background of the study:

There have been a significant effect of microcredit on poverty allocation all over the world for the last three decades but there is lack of research on this topic. Microcredit has the most effective impact on the livelihood of its clients. Microcredit has made it this far after starting by Dr. Mohammad Yunus in 1974 who is the owner of Grameen Bank. He got noble prize in peace for this innovation in 2006. Having a result of huge success, it is widely accepted and applied all over the world as a poverty reduction concept. There are several requirements of getting a microcredit loan for example, creating small groups for startup and accept the liability together. Creating group has been included in these criteria because group- lending process is much more successful than the individual ones. Long established banks have not been interested on giving loans to poor people in rural areas as they have to spend a good amount of money to collect informations about them and they are much concerned about not getting it back. The main reason behind it was that poor people have the lack of showing any collateral as a guarantee. The high interest rates of bank is another reason of not getting the loan. Group- lending is very much efficient to resolve this problem because if one member is unable to pay the loan then other group members might be deprive of getting further loans. There are a lot of evidence about this type of microcredit lending that results in success and the participation in this criteria is significantly increasing all over the world. More than 150 million clients have taken this microcredit loan and 100 million have already succeeded according to researches in the world Microcredit Summit Program. The repayment rate here is over 90%. The main goal of the Grameen Bank authority is to move poor people from poverty. Government and other donors provides funding for many microcredit institutions. Many critics predict that this process might be counter- productive, as it is not tested. If any institution increases the interest rates it will make the poor even poorer, which is against the policy. Again, in any unfavorable case if borrowers does not make the benefit, he or she will have to sell their personal assets or take help from others.  
There are many training programs in microcredit institutions rather than just providing loans. For example- knowledge about family planning, health diseases, importance of education, business tactics and so on. The addition of providing loan is the main service of microcredit institutions but here we want to know that if microcredit increases the income and use of household activities or not, keeping the intention of making needy people to enable their household and reduce poverty. 
Micro-entrepreneurship is a successful business plan in most of the cases that works through microcredit financing which increases the consumption of household. After getting the loan, they need to show a fixed investment in their startup to the microcredit institution. Benarjee, Duflo, Glannester and Kinnan examined two period model, which assumes consumptions of new entrepreneurs. Grameen Bank tracks the activities of every member from the group lending process to make sure that their funds invested in business. However, unchangeable funds within a household results in higher consumption that leads to consumption smoothening. 
As the time flies by, better evaluation of the loans and an increase in income as well as consumption observed. There is a query about the consumption of households in the clients of interest from the organizers and distributors of the loan. World Bank and United nations made a strong decision of effectively using microcredit loans on developing countries to analyze the whole situation. According to some surveys over this topic, these companies have successfully worked throughout different developing countries and thus created benefit from lower class households. This survey is not a regular sample of needy population. This indicates that whether the household wants to go for entrepreneurship and take the loan for that or not.  Thousands of tactics and exams are followed to gather information about whether the microcredit loan is used for the correct purpose or not and what is the outcome of these business which run through the funding of microcredit institutions. There has been a survey made through Quasi experimental design that indicates the population not included for getting the loan by Pitt, Khandker and Coleman. Programs that are more experimental has applied by Banerjee, Duflo, Glennester and Kinnan on this topic. (Schroeder 2020)
1.2 [bookmark: _Toc54087483]Objective of the report:
· To analyze and examine the effects of microcredit in case of household consumption and income.
1.3 [bookmark: _Toc54087484] Motivation of the study:
· To fill up the requirement to complete my bachelors’ degree on finance from United International University.

[bookmark: _Toc54087485]Chapter 2: Literature Review
2.1 [bookmark: _Toc54087486]Review over several countries

The article I have analyzed was about the microcredit institute of Morocco written by Crépon, Devoto et al. (2011). He found that microfinance institutions are recently not much profitable in these recent years in a few countries such as Morocco even though it is very much effective on developing countries like Bangladesh and India. The reimbursement rate is getting lower in Morocco. The main condition for getting loan was to form a group of few members and go for entrepreneurship opportunities. However, they did not find any influence in case of formation or benefit or other business related activities. Therefore, after reading this article of Morocco I found a very little impact of household consumption and income generation activities. Therefore, microcredit was not a very efficient way of poverty reduction process in this country.
In this journal by Phan, Sun et al. (2019), I found some positive and negative side effects of microcredit financing on household by the methods applied there, that presented in the literature review part. Studies have found that it has a huge level of positive outcome on household consumption. They used group- lending liability process as well as individual process for this experiment. We have seen a positive co-relation between borrowed money and consumption. On the contrary individual microcredit lending procedure was not that much successful there.  The group borrowing process created more entrepreneurs than the individual ones and is much more successful. A famous study by Pitt and Khandker shown that, by analyzing three major microcredit institutions via influential inconsistence created a remarkable influence over consumption of each person. They took an area of land possession as the main tool of this experiment. Following a similar way, Schroeder has found the same result over this investigation. Duong and Nghiem found a huge change and increase in earnings and consumption respectively by providing loan to women in Vietnam via VLHSS method at 2006 and 2008. However, we have not found much negative effects of microcredit in case of Vietnam in this study.
After studying the journal based on Bangladeshi microcredit procedure written by Islam and Maitra (2012) I found that, they did the research on consumption indirectly by making temporary changes in earnings on consumption smoothening of poor people who take loans here. If they use fixed earning theorem, households will still be able to keep smooth consumption even if this short term changes occur. They also excluded the cost of treatment of sickness from this consumption rate. This method has collected from Gertler and Gruber that they used in case of Bangladesh. As they found the correlation of error term between consumption and profits of households, earning were impossibly endogenous. These exams resulted in the fact that, in this process household could not meet the consumption one hundred percent because of short term earning changes revelation and it also created a long- term impact in it. As this sudden short term collapse and changes in case of profit decreases income percentage, income fluctuations have pessimistic impact over  consumption smoothening. These results are powerful in contrast households. 
The study documented by Siyoum, Hilhorst et al. (2012), researchers have found that poor population used this fund to consume fully, investing almost zero percentage of it, which is a very bad sign of movement. Providing credit just made the poor to get into filling up the temporary needs and not using it in a proper manner. Their asset formation strategy through credit also did not work much because of it. The main reason behind not investing this fund anywhere is that poor population are not educated enough to understand the benefits of using it and they also are very much reluctant to take risks. However, there was a large group of people who were more stable in case of financial situation and had done much better by investing their money on agricultural purpose; small business and so on. Ethiopian Government Food Security Program has established PNS, which became one of the most effective elements among all. PNS system has proven as a much more effective process applied over the poor people. However, it does not work well in case of financially more stable families.
In this study of two places of Europe, Augsburg, De Haas et al. (2015) used an experimental design via treatment approach, applied in a fixed number of population who are too sensitive to take loan and manage their households by themselves. I have seen a medium to high pace of growth in self- employment but a little or no impact over profits, as they have to leave their wage work. Household businesses have seen to grow more than other works. In 2008 and 2009 financial crisis occurred which created difficulties in this procedure however, after more years of credit development the amount of non- payment and late loan repayment decreased at a huge rate. Even though the consumption rate is moderate until now, it will surely increase as years will went by (long run). Nevertheless, this argument is not valid for those who invest most of their money for new startups to improve their condition. So overall, the effect of microcredit loan was moderate in these states of Europe.
The journal by Alhassan and Akudugu (2012), used a cross sectional research design imposed specially over women to see the results. Firstly, I have found that women had no control over this loan. A study through Goetz and Gupta in 1996 found that, after getting the loan women usually tend to invest it in their family business rather than going for a startup. Several collected data have shown us that, the success of poverty allocation should measure via repayment rate of loans. Pitt and Khandker supported this statement and explained that, when a person earns to meet his family expenditure and consumption, he gets the ability to repay the loan. Thus, this statement shows us prove of the success of poverty reduction through microcredit loan system. By getting involved into this loan, people started their own poultry farm, fishing farm, handicrafts and so on. It increased their knowledge, skills and awareness. More income of women leads to more expenditure and consumption as well. Because they like to spend it on their household, children, family expenses. So I have found that microcredit institutions in Ghana has a very positive impact especially on women that results into high consumption, high expenditure which are followed by higher income.
The study made by the researcher Okon, Etim et al. (2012) examined over a set of farmers from Okobo, Itu and Ikot Abasi agricultural zone in Akwa Ibom State situated in Nigeria. They selected 300 under privileged farmers from rural areas of Akwa Ibom state and provided them with their agricultural needs such as, machines; animals; seeds etc.  They provided these, as they did not have enough security, guarantee or literacy about business or agriculture. For doing this firstly, they needed to make the farmers understand and give them knowledge about modern technology of agriculture as a loan facility. Because there is no such way that can be compared to give education to reduce unemployment rate and poverty. I found a noticeable improvement in farming by analyzing the date of this situation. The condition of the farmers grown up rapidly. They became stable and were able to repay. Their rate of earnings, expenditure and hence the consumption increased rapidly which was a total success. So, the microcredit loan system was very much successful among the farmers of rural Akwa Ibom state of Nigeria.
In this study of Malawi, by the writer named Yasuharu and LaStarria-CorNhieL (2015) have divided the loan system into two criteria such as Seasonal, which is for farming crops purposes and Business that works for startups or entrepreneurships. This process of micro financing improved the conditions of the agronomists and other small business holders as well.  After analyzing the data of years and experimental approaches, they have created a non- linear connection between the consumption and the response variable. It resulted into huge increase in consumption and expenditure of households. Even though the clients of MRFC faced health trauma (death, sudden sickness) as well as agricultural trauma (decrease in price of crops, weather got against the production process, unable to produce enough crop for livelihood etc.) more frequently they were successful to make a constructive impact on their household by this loan. The clients spent most of their money over non- food expenses and assistance. Hence, the overall condition was good via microcredit loans and the main goal of poverty allocation program was indeed successful in this case.
Sri-Lanka has made an improvement in microcredit loan for poverty allocation for more than past 20 years written by Tilakaratna (2005). The author analyzed two years of national level survey over poor people and found a very optimist and productive outcome over the income rate. Thus, it increased the amount of money people started to spend on their needs and the amount of savings and investment also increased significantly. It is a very common factor to increase the consumption in this case but I have seen an economic consumption rate over the lower level earnings group. Hence, it has seen that most of the consumption effect implied over the poorest population, as they needed urgent loan to consume and meet their day-to-day needs. It also reduced the sensitivity of their risk has decreased at a huge rate. However, those clients of microcredit institutions have a huge lack of education, understanding new technologies applied, training and development and so on.
In this research by Li (2010), they have collected a sample size of 424 poor people from rural areas from 10 villages and created different results of different categories such as, long- term loan, collateral, collateral form, loan procedure time, payment efficiency and the reason of taking credit. From the results, I have observed that, households that could make effective use of this loan for increasing their earnings and thus make more investments and startups to help themselves and the economy as well. People who go for entrepreneurships tend to take more credit rather than those from agricultural background. Despite of having more benefits from this loan, a higher income could not necessarily create better lifestyle and more expenditure and consumption as well. Moreover, there are people who are scared of taking loans because of interest rates and lack of collateral. The findings from this study was that, microcredit could not remove poverty that much from the rural households of China and there was a low rate of consumption and expenditure seen here.
This article analyzed and written by Al-Mamun and Mazumder (2015), I have got to know that, they still need to enhance some training programs via this institute and create a sufficient cooperation between the clients, even though it was successful in decreasing the poverty rate of Malaysia. An enlargement of earnings have seen in this preview, which resulted into higher expense creation among households and a high amount of consumption on both food and non- food service providing expenses. Hence, Malaysia still needs to include some well- miscellaneous and differentiated programs to reduce the risk of non- repayment more. The whole activity of this program adversely effected the economy of Malaysia and decreased the sensitivity of it. They suggested recreating more environment friendly programs to teach the people of rural areas as they have a lack in education. It can only be possible through some training and development initiations and that is the only limitation I have found in this microcredit program analysis.
The analysis from Mexico by Angelucci, Karlan et al. (2015) claimed that, they have experienced a mind- blowing impact over households by this research and it lasted for 18 to 34 months. It has seen that, some negative effects such as- over borrowings at a moderate rate and available debt have put many families into the trap of much debt, which made them bankrupted. Grievously, they found almost no effect or increase in income from this country through microcredit. This process enhanced some of the existing business but did not increase any self- employment or startups for livelihood. Overall, the microcredit borrowing created an unpresuming result. The results divided into five sets. 
· It enhanced the amount of borrowers but did not effect the regular banking clients; 
· Startups did not work much here but borrowers invested more in their own business and raised the capital even more; 
· It created a moderate increase in earnings, trust issues and women empowerment; 
· It has seen to increase the expenditure more and reduced the sells of assets.

Here in this research done by Fiala (2018), have collected a sample of businesspersons, 1550 in number by offering business loans at a decreasing rate of interest and arranged for collateral free loan. Training and development program was included as well, which is a great initiative indeed. Here they focused only over the businesspersons rather than agricultural sector. The outcomes indicated that, it did not make too much of impact over the businesspersons. They tried well but the results could be better and thus, the amount of income, expense and consumption was moderate. However, believe in small entrepreneurship businesses resulted well rather than the big ones.
I have focused on a journal by Mwangi and Atieno (2018) for the research of Kenya and found that, they kept the main goal so uplifting the consumption and expense and improving the way of living. The state of Nairobi did far better than other states by enhancing their earnings and consumption at the same time. It might because of the high payment work available there and available earnings generating opportunities available. The outcome of city life was far better than the rural areas because of having more opportunities and more places to work at. Kenya did its best at the year of 2009 in case of income and consumption. Hence, the growth result of 2013 to 2016 was average. However, the outcome of the households depended mostly on the attribute of each of the households and the surroundings they lived in. The consumption per person enhanced by 0.389 at ten percent substance level for insurance dynamic autoregressive panel.
This report of Indonesia composed by Rokhim, Sikatan et al. (2016), a survey over a case study of 398 clients conducted. The interrogate side of microcredit is divided into three dimensions here- expense factor, household factor and independent factor. Positive outcomes have found in both the case of earning generation and expenses by the researchers. Most of the expenses devoted in education and food. It increased the standard of living. However, there were less impact over consumption. Most of the consumptions spent over heavy- duty and long lasting products rather than using for food. It also increased the savings of people, which lead to more repayments and less loss projects.
Agricultural remunerative prosperity of Congo is the main theme of this journal comprised by Muayila and Tollens (2012), that I have collected. This process of survey implied through straight- forward question answering process with the selected sample. Seventy one percent of the sample was restricted about the borrowing process. They explained the reasons of the restrictions applied as- high interest rates, fear of non- repayment, less or no amount of security or collateral, long- term loan circumstances and so on. Another reason behind it is the increasing size of family members that creates loan restrictions. After all these difficulties, households still has a good consumption rate and a very lower rate of negative consumption. Most of them are non- food expenditure.
This study research of Senegal documented by Kane (2011), have analyzed the impact over social and economic factor from each of the families and they did it by providing loans to Senegal women mostly. It focused on the improvement of health, nourishment and education of children. Direct interrogation, questionnaires, personal monitoring, income document analysis and surveys were the ways of collecting data. Some could make it until the end and fulfilled their requirements. On the other hand, some of them could not afford to bear the loan and the case of non- repayment occurred.  So it had a 50/ 50 result, half of them were successful and the rest of them were could just meet up the consumption need. They have highly suggested for including some training and educative activities to enlighten them about the proper use of borrowings.
The journal I have selected was established by Salia (2014)has worked with 400- sample size, where 217 people took the loan of microcredit and rest of them did not. It has found that, there are more assets owned by the borrowers rather than non- borrowers through principle component analysis. Borrowers have seen to consume the loan by using it for educational purpose and medical treatment purpose in the qualitative data analysis part. They concluded about Tanzania that, more than 63% of the borrowers could afford to build their own house and start their own business or enhance the business they already own. More expense and more consumption in education and health care has seen in this case, which is highly recommended for the economic development of a country. Therefore, the overall output was satisfactory enough, especially for the women empowerment. Thus, long- term assets of poor people increased and the goal of poverty allocation got success to various extent.
This journal represented by Moseson, Hamad et al. (2014), focused mainly on the health of children. The outcome where good compared to the time duration of loan because longer the duration of the borrowing, more success on household were achieved. Then again, the consumption over health issues increased a lot. Moreover, it decrease the percentage of children anemia, which is very impressive. Even the consumption of red meat also increased, which is a good sign having of more food security. The result I have found is a good impact of income, education, health care and consumption over the poor people.
Journal composed by Buchenrieder, Gnilachi et al. (2019) focused on the village named Cameroon of Sub Saharan Africa, where the long- term and short- term effect of microcredit loans have analyzed. The author found this process applied on agricultural households as a loss project on the long- term basis and successful as a short-term poverty allocation program. They created two groups from the sample size namely- control group and treatment group. Treatment group was successful in terms of long run projects and control group imposed successfully over short- term project.  By weakening overtime, each data panel per person observed every year became relatively short. The main outcome was contentious and conflicting. Long- term process mostly considered in case of microcredit loan system. It had done through the village bank of private sector of Cameroon using a unique panel data. However, the sample size was restrain from the existing situation. Therefore, whole situation and outcome was a bit confusing and complicated. 
This research paper authorized by Shirazi (2012) has presented the analysis of Pakistan Poverty Allocation Fund. The results were insignificant and minimal. They examined and came to a result that, only 30 percent of those borrowers were actually poor and rest of the 70 percent were non- poor borrowers. Sadly, the outcome from poor borrowers were very low (an increase of only two percent). They had an intuition that, the poor borrowed money mostly for their consumption needs rather than investing or startups. Their consumption increased by 10 percent. A very high level of income generation and consumption have seen in case of non- poor borrowers, approximately 6.71 percent of the borrowings used for consumption and 6 percent of it used for earning generating activities. Hence, most of the long- term expense made by poor borrowers tend to give better outcome than that of the non- poor borrowers. The non- poor borrowers already had some assets and they made it fixed through the loan. They also did not seem to have any improvement or changes in agricultural activities where, the poor ones invested the money for agricultural workings and made good amount of profit out of that. There was a very low effect created on the expense though. Thus, poor borrowers enhanced their position. On the contrary, the non- poor borrowers could not do it but they enhanced their assets in that case. 
This journal written by Czura (2015)  focused on microcredit programs of India and found that Indian institutes wanted to keep the transaction cost as low as possible, eliminate difficulties running the whole process, also keeping it in a good manner or discipline so, tight schedule and fixed date of repaying the loan has imposed over the loans. Nevertheless, their borrowers did not have any smooth source of earnings and mostly not much well- off business and it made them invest in uneven sources that was not much profitable. However, they kept the rules straight so that, they do not have to face the problems related to non- repayment. The overall result was not satisfactory enough of the rural areas of India because they have a very low rate of repayment. Microcredit program lenders suffer from defaults of loan and it creates a crisis for both of the parties as well. Moreover, the recommendation given to enhance the activities of microcredit by creating training programs of India and thus improve the income and consumption. 
This research program included a joint- liability lending process by Attanasio, Augsburg et al. (2015) using the sample size of 1148 poor women from 40 villages of rural areas by a random sampling method and for experimenting the actual impact of microcredit. I have seen that, the women of Mongolia enhanced their food consumption of households and involved into entrepreneurship activities. Nevertheless, there was a very little or no impact on the increase of earnings or other expenses. On the contrary, the loans, given individually did not improve the condition of household much. Most of the joint- liability loan and individual loan taken did not influence the loan repayment that much. However, the results of joint- liability was far better than the individual ones. 
This journal represented by (Phonvisay and Vixathep) have focused on Village Savings Group (VGS) created by the government of Laos for the reduction of poverty. The findings were positive about VGS, by improving the welfare of the borrowers and enhancing their earnings and expense. Taking money for the land they will be cultivating was very important for enhancing their earnings. It also showed that, taking a high loan in a bigger size of group results into better outcomes than the regular ones. However, it did not show a good overview on the fluctuation of expense and consumption. Thus, government still found good outcomes of expenditure and consumption in their research to some extent. In case of agricultural sector, I have seen a bigger impact rather than those of entrepreneurship in Laos. The cultivation of more rice for more expenditure and consumption was the result of encouraging poor people to take the loan and enhance their livelihood. Nevertheless, the analysis have done at a very limited span. Government needs to educate and train the borrowers for better output. 
This study is based on the involvement over village savings and loan associations of Zambia created by Mwansakilwa, Tembo et al. (2017). The output represents a huge positive outcome over the consumption by taking the help of village savings and loan association. Per person, household expenditure increased by 38 percent and the participation is these microcredit activities enlarged by 17 percent more. There were other studies and analysis in this regard, which resulted into a successful process of reducing poverty in eastern and western part of Zambia. Therefore, lending process and savings system enhanced the earnings and expense of this country. I have not found any negative impact in this study. 
This research was conducted by Ngo (2008) over the Aiyl’s Bank of Kyrgyzstan by group lending process. I found that, this process could not create much impact over the household welfare of poor and there was not any benefits found here. Household welfare meant as earnings, expense and consumption. Poor people had more probability to create a non- repayment condition as they used the loan mostly for buying food and other necessities rather than investing and using it in their work purpose. Hence, there was no improvement seen in Kyrgyzstan in this context. 
This research done by Gloede and Rungruxsirivorn (2010) stated that, Thailand microfinance institutions have made three parts, that they can develop namely- sensitivity of poverty percentage, consumption smoothening and increased earnings. Even though I have not seen much impact over the sensitivity of poverty, earnings improved a lot. Investments rapidly enhanced along with a smooth consumption process. The surveys made in this process defined the fact that, household shocks did not affect consumption smoothening and microcredit decreased the rate of cutting down consumption at the rate of 50 percent. Therefore, I have not seen any negative impact in this process of Thai economy. 

In this journal of Middle East by Gomez (2013) focused on the results of microcredit mostly over women empowerment. Most of the outcomes were positive by enhancing women rights, creating strong communication, making more female entrepreneurs along with increasing household welfare. The research focused on comparing both the male and female borrowers to see that, which borrowers invest in households and other earnings generating activities more with enhancing their child education more. The results were more optimist in case women as, they tend to participate more in social activities along with earning and entrepreneurship activities. They also were successful to ensure child education and increased the amount of household consumption. No negative results found in this case though. 
This study conducted by Linn and Charoenloet (2009) emphasized the effects of microcredit on household consumption of Myanmar, which came out as less effective results on poverty allocation. It only reduced the short-term necessities of the poor by using the loan to buy food and other important things to live. It was not effective in the long- run because of the insufficient loan available in the microcredit institutions. The major limitation in this case is the absence of market opportunities. It widely effects the enlargement of agricultural system. In short, the lack of sufficiency of loan is the main reason behind the lower economy of the country as well as the welfare of the household. The NGOs failed to generate the activities of the poor people of Myanmar.  
This paper authorized by Amendola, Boccia et al. (2016) analyzed the influence of microcredit over poor people of Mauritania from the year of 2014. The positives about the impact of microcredit was that- elder and educated people created greater impact on their households. It also mentioned that, the urban area people used the efficiency of these loans better than the rural ones, having a better understanding and education. Many evidences have also shown that, microcredit created more emphasized work on human capitalization and less investment on household production. The overall impact was neutral (not too good, neither too bad). Thus, no evidence have shown negative results from this country.
The research used a sample size of 503 households of Botswana written by Okurut, Kagiso et al. (2014) for the analysis of poverty allocation by microcredit. Nevertheless, I have not seen any positive impact on households and the economy. No situation improved because of microcredit loans. On the contrary, households only enhanced by proper education, assets and having payment on the public or private sector. The inference that has given in this research is, creating more securities and opportunities in the earnings sector and investing more in the educational system. However, a little improvement has seen in the women empowerment sector by taking part on the household decision-making and expense, participation in social activities and having family respect.
This journal documented by Ashraf, Karlan et al. (2006) focused on savings policy, which is a must for getting the microcredit loan of Philippine’s microcredit institutes. It had an optimist effect, especially on women by creating their rights in the decision making of households. The economizing enhanced by 81 percent by this policy. It also mentioned that, women increased the expenditure and utilization of the household for extensive purposes. However, this positive outcome could not work efficiently more than a year. Regardless of having a productive output, I would still consider it as a neutral result as it did not work in the long- term practice.  
This study conducted by Burrus (2005) showed a constructive output from US microcredit program. Huge improvement has seen in the profit generating business operations approximately 47 percent increase. Income of households also enhanced by 38 percent along with an expansion of expenditure. Self- employment also became a strong path of earnings, as people could manage the money of funding from the loan. I could not find any negative affect of this loan system in case of USA. Therefore, microcredit loans assimilated small businesses and made them much more professional and strong, which help build up the economy even more. 
In this research, paper of microcredit in Kabul, Afghanistan, writer Kantor and Andersen (2007) described a comparatively pessimistic output of this country. The main objective of this country’s microcredit procedure was to reduce the risks and become efficient at earnings. Hence, they could not gain their goal properly. Many people had positive outcomes through microcredit. On the contrast, many people had greater fight for the repayment of loan- selling their business or agriculture, taking loans from individuals informally, using their savings or even surviving without food for few days. It resulted into negative impact over the households. Nevertheless, very few optimist results have found through the loan. 

Taking a bunch of youth as the sample, the composers of this journal named Jebarajakirthy and Lobo (2015) elaborated a few positive sides of providing microcredit loans to the younger people, such as- creating new entrepreneurs with much more awareness, understanding about collateral and having significant knowledge about microcredit. These things made them succeed in creating their livelihood and supporting their families, which enhanced their earnings, expense and standard of living. On the contrary, many of the parents did not allow their children to participate among those activities. Repayment issues also became a huge problem in case of providing loans to the young generation. The overall result showed a moderate result of using microcredit for eliminating poverty and increasing consumption. 
This paper analyzed the affect of microcredit over a high- level poverty challenged country Zimbabwe, authorized by Murisa and Chikweche (2013). I have found several productive results over entrepreneurship development in this country through these loans. It also included poverty reduction methods used for better production and businesses. Huge empowerment of entrepreneurs have seen in this case, eliminating the difficulties of nature and political situation. They also introduced some insurance policies to those poor borrowers, who does not have much knowledge about the policy of savings. Microcredit in this country encouraged and helped borrowers for using international trade- offs, non- tariff barriers. Hence, no such negative impact has discussed or seen in this report. 
This publication by Habte, Visser et al. (2017) focused over microcredit process and saving association of Eritrea. It created a magnitude impact over the households of this region. This effective work of microcredit involves the success in profit enhancement of the households, increasing level of household costing and consumption, sustenance development in child care and elderly people, an increase in asset development and last but not the least, a huge enlargement in case of savings. These savings helped them to repay loan faster and getting involved into new entrepreneurship program as well as an improvement in agriculture. The whole process lead to a huge success with a very minimal amount of non- repayment. 
This periodical included the overall condition of Algeria in terms of microcredit documented by Smahi and Benhabib (2011). I found that there is a significant improvement in poverty reduction by the use of microcredit. It also included small level earning generating activities especially through women. However, the drawback is that these programs were not approve according to the needs of poor and cannot meet the demands. It also concluded that there was a lack of efficiency in selecting the actual target customer. Deprivation on choosing the actual micro- entrepreneurs and selecting on their will eliminates the real goal and target achievement of microcredit. Therefore, I could not find much improvement in this country.
In this publication by Bebczuk and Haimovich (2007) stated that, there is a neutral effect found over the analysis of Latin American countries. Positive results have found over poverty allocation and increase over the consumption but it still is in a limited access. The intake of more loan have increased over time as, educational expense and other standards of lives have improved via microcredit loans. The surveys showed the involvement of less than 10 percent poor households in this process. However, microcredit had an optimist link up with the educational enhancement and higher income associated with its clients. Female clients tend to succeed more in case of managing their household with this loan and use it efficiently. They need to create a wide span of activities for involving more people in this context. No negative impact have found through this analysis but the overall thesis resulted into a very limited number of people using microcredit loans, which need to be emphasized. 
This gazette composed and documented by Altay (2007)  suggested that, microcredit has enhanced women empowerment in Turkey. It has observed that, families are more likely to improve if the loans given to the women of each household. The target of resource allocation are much more effective in this case. Thus, the income and cost of households increased rapidly. It also enhanced the consumption need of households. Nevertheless, there is still much more scope of improvement as, the movement microcredit is still not that much popular. A wide span of activities still needs to be included in this country to reduce poverty. Therefore, the results were neutral. 
This research by Md Nor, Mohd Rashid et al. (2012) provided information about Kelantan that the main reason that effects microcredit in this country is the customer managerial. It means customer knowledge and skills played an important role behind the huge success of microcredit in this region. It can also be included that, they provided proper training and formal instructions to the borrowers, which enhanced their condition in an optimist way. The participation and interest of borrowers to learn new techniques of livelihood were also noticeable and made a big difference in the results. The whole process lead to successful outcome and customers also had positive attitude towards undertaking the behavior. 
I have found positive impacts of microcredit in this journal of Ibrahim and Bauer (2013). It emphasized the increase of profit based on the higher savings of people created through the loan. It also focused over the time value of asset and earning generation method. However, Heckman method provided information about smaller span of profit generation because of smaller loan sizes. More investment needed to be done for improvement of the agricultural sector. Although there was not much difference found between borrowers and non- borrowers of microcredit, the whole results were effective enough to reduce poverty, increase the earnings and consumption as well. I have found neutral results overall. 
Through this paper by Taha (2012), I have analyzed several indicators that positively effected microcredit loans. The greater returns from investment in households and agricultural work, increase in consumptions and a sight of higher standard of living had considered as those indicators. Again, other developments have seen in case of food consumption and high education. It has considered to have a significant output from the microcredit institutions work. An optimist relationship has found between the profit enhancement and the loan. On the other side, no such evidence have found about women empowerment through microcredit. There was also a lack of reaching the actual poor people, which is the real goal of microcredit. 
The gazette documented by Bylander (2014) provided the information about Cambodia that offered their clients to migrate to countries like Thailand for taking bigger loans. Even though the results were not that impressive in case of migration, there were efficacious outputs found in case of taking small loans. Low- cost credit increased on Cambodia. Even by migrating to Thailand, they wanted create much more ability to meet their needs and increase consumptions. Unfortunately, it could not succeed. Because staying away to earn livelihood did not make much difference to their previous condition. On the contrast, small loans with low interest rate made better impacts in this country. 
This publication written by Fabiao (2008) showed a slight improvement in earnings generation by microcredit even though they provided all the necessities to produce crops or earn livelihood by investment. Poorer households tend to provide less output than the medium ones. The whole process was successful by building more assets. Growth in businesses, households and agricultural sector had seen by these loans. High level of participation has seen in this case. However, several difficulties occurred later in this case such as- more effective training program needed to enhance better production of rice and beans, repayment rates needs to get improved as it was much lower than the standards and lack of communication between the project holder and the borrower also created loss. 
In this journal of Iran, writer Karimi (2013) has focused over women empowerment through microcredit. It lead to an impressive success by higher percent of women, taken as a sample. They have succeeded in case of family enhancement, enrichment of education of their children and their marital status. Nevertheless, there were several problems amongst those clients such as- providing wrong address, the obstacles of male dominated culture, money spent over dowry of their female child and so on. All the agricultural assets and handicraft business were located in the rural areas, mostly protected by women, which is a successful use of microcredit loans. The most productive story about women empowerment had related to making handicraft products and clothing industry such as- bed sheets. 
By this publication through Rajbanshi, Huang et al. (2012), I have seen a significant result on the rural areas of Nepal. Investments in livestock as well as new enterprises created a huge difference in the livelihood of the clients of microcredit. Agricultural sector enlarged from 4.9 to 7.8 percentages in the first two years. Investment in several retail development also enhanced by 1.3 percent to 3.1 percent. I have find an optimist result over the higher consumption needs and household improvements as well. Expansion of small enterprises to larger ones made a difference in the economy of the country. The major earnings generating activities of Nepal are the livestock and retail sectors. As it has enlarged by microcredit, we can say that most of the impact were positive in case of microcredit loans.
The publication composed by Gonzalez (2008) over the condition of Bolivia referred to some productive and optimist outcome by microcredit. Fifty six percent of the households refers to services as their main work, 24 percent by commerce and rest of the 13 percent by manufacturing industry. The results were lead by the impacts of household shocks, timing of events, loan criteria, lender’s character and activity, repayment capability and transaction costs over the loan. On the other side, household shocks and income shocks increased the probability of non- repayment tendencies. The relationship between borrower and lender was not linear in some cases, considering repayment rates. However, services, commerce and manufacturing industry improved the condition of the poor and made efficient outcomes. The overall results were neutral.
 
	Author
	Country
	Methodology
	Findings

	Crépon, Devoto et al. (2011)
	Morocco
	Quasi experimental design
	Little or zero outcome over household income, expenditure and consumption.

	Phan, Sun et al. (2019)
	Vietnam
	System GMM
	Positive linkage between microcredit and household consumption both in long and short- term case.

	Islam and Maitra (2012)
	Bangladesh
	Empirical Function; Exponential utility function
	Households have to give away their medium of earning or livestock if temporary income fluctuations occur.

	Siyoum, Hilhorst et al. (2012)
	Ethiopia
	Ethnographic fieldwork
	It was not very much successful enabling investment through poor rather than just consuming the credit on temporary purpose. In addition to that, I found that PNS process is more effective in this case as they ensure food security for six months.

	Augsburg, De Haas et al. (2015)
	Bosnia and Herzegovin, Europe

	Survey and Treatment-control balance method
	An expansion in self- employment rather than choosing wage works, increase in household business and profit but a reduction in savings and consumptions.

	Alhassan and Akudugu (2012)
	Ghana
	Cross sectional research design
	Microcredit loan process increases the income and expenditure of women in this country.

	Okon, Etim et al. (2012)
	Nigeria
	Survey illustration
	A positive impact of microcredit in rural areas, which effects the lives of the farmers and increase the income, expenditure and consumption.

	Yasuharu and LaStarria-CorNhieL (2015)
	Malawi
	Propensity score matching and the Treatment-effects model
	An unfavorable effect over consumption effected rapidly through health trauma issues and agricultural trauma. On the contrary, it had an increase in consumption.

	Tilakaratna (2005)
	Sri-Lanka
	National level household survey
	Microcredit has improved the earnings and expenditure of Sri-Lanka but the poorest population focus most into consuming the loan rather than investing.

	Li (2010)
	China
	Matching method, Propensity-scoring matching, Double difference method, Instrumental variables method
	I could not find much difference in the consumption and expense after getting loan but the income of households increased a lot. However, the main purpose of microcredit institute not served as poverty have not reduced to some extent.

	Al-Mamun and Mazumder (2015)
	Malaysia
	Quasi experimental approach, Cross-sectional design, and Stratified random sampling method
	A positive effect on income, expense and consumption. However, training and development program needs to get included.

	Angelucci, Karlan et al. (2015)
	Banco, Mexico
	Randomized cluster encouragement design
	The results were moderate and was not that much impressive. However, it increased the amount of expense and consumption.

	Fiala (2018)
	Uganda
	Experimental design on Baseline survey
	Small enterprises created better outcomes than the larger ones and the impact over income, consumption and expenditure was average, not too good to mention.

	Mwangi and Atieno (2018)
	Kenya
	Five dimensional autoregressive model
	The outcome was most impressive for Nairobi. Nevertheless, overall results of Kenya was fair enough to the reduction of poverty.

	Rokhim, Sikatan et al. (2016)
	Indonesia
	Case study survey of 2012
	Spectacular effect over income and expense for education and standard of living. Nevertheless, the consumption mainly related to highly durable goods rather than the temporary ones.

	Muayila and Tollens (2012)
	Congo
	Propensity Score Matching
	Non- food consumption rate is higher, the results are moderate but it can increase by making it understand to the rural farmers who have less knowledge about the loans.

	Kane (2011)
	Senegal
	Qualitative and quantitative method
	The results were modest in Senegal. They need to improve a lot more in this regard.

	Salia (2014)
	Tanzania
	Quasi experimental method, Chi- square method and Principle component analysis
	A very satisfactory output has seen in this country. Income and women empowerment enhanced rapidly and more consumption made through this loan for educational and health care purpose, which leads to economic wellbeing.

	Moseson, Hamad et al. (2014)
	Peru
	Cross- sectional data model
	Huge improvement in the consumption of good food and health care conditions. Overall impact was contentment enough to decrease the poverty rate and help improve economy.

	Buchenrieder, Gnilachi et al. (2019)
	Sub- Saharan Africa
	Survey through direct interview
	The whole situation and result of analysis of this country was a bit controversial. Treatment group was successful in terms of long run projects and control group imposed successfully over short- term project.

	Shirazi (2012)
	Pakistan
	Differentiated approach
	A positive impact over the poor borrowers by increasing their earnings and consumption. A moderate impact over non- poor borrowers as they used the loan to enhance their assets rather than using it on agricultural purpose. The overall performance was marginal.

	Czura (2015)
	India
	Direct observation and survey
	The results were not up to the mark as, the rate of loan repayment was very low and people could not improve their condition much. However, the consumption rate increased by 10 percent.

	Attanasio, Augsburg et al. (2015)

	Mongolia
	Experimental design and Loan rollout, Treatment- control balance, Attrition and Estimation approach
	A good result found through women empowerment and consumption increased in case of food. However, most of the joint- liability loans were more successful than the individual ones. It did not affect the income and expenditure much.

	Phonvisay and Vixathep (
	Laos
	Analytical approach and Econometric model 
	I have experienced a positive output by microcredit, reading this journal. Hence, they need to work with a wide span of people and provide them with proper training to eliminate the limitations. 

	Mwansakilwa, Tembo et al. (2017)
	Zambia
	Propensity Score Matching
	The overall result of using microcredit via savings account and loan system resulted into a satisfactory process and thus, helped reduce poverty and increase consumption. 

	Ngo (2008)
	Kyrgyzstan
	Endogenous program placement, Self- selection at individual level, High level of group closures
	Almost no impact have seen in the enhancement of earnings and consumption increased a bit but, it created higher non- repayment possibilities. 

	Gloede and Rungruxsirivorn (2010)
	Thailand
	Descriptive statistics and Indicator of financial development
	No such impact has found in poverty reduction but on the contrary, a huge positive and increased output have found in case of income, expenditure and consumption process. 

	Gomez (2013)
	Middle East
	Quantitative research method- Surveys 
	Satisfactory results found from the women borrowers about investing in their businesses, increasing household consumption as well as being concerned about education. Therefore, the overall impact was good enough over poverty reduction concept. 

	Linn and Charoenloet (2009)
	Myanmar
	Quasi- Experimental survey and Econometric Analysis
	It did not influence much over the poverty allocation and household consumption although it covered up the short-term necessity. 

	Amendola, Boccia et al. (2016)
	Mauritania
	Analytical approach and HIL index
	Most of the positive results seen over the urban areas. Rural areas have less influence through microcredit loans. 

	Okurut, Kagiso et al. (2014)
	Botswana
	Econometric model
	No impact has seen over poverty allocation and a very influence has seen on women empowerment. 

	Ashraf, Karlan et al. (2006)
	Philippines
	SEED savings model
	Effective in case of savings in the short term policy but not that much efficient for the long run reserves. 

	Burrus (2005)
	United States of America
	Field Survey Analysis
	Microcredit loans build up the microenterprises and transformed small businesses into larger ones. It enlarged the income, consumption and expense of households. 

	Kantor and Andersen (2007)
	Kabul, Afghanistan
	Qualitative Analysis
	The overall result was negative and microcredit cause more internal loan rather than improving condition because of repayment necessities. 

	Jebarajakirthy and Lobo (2015)
	Pyramid area, Egypt
	Measurement model, Common method bias, Hypothesis testing, Chi- square method
	The whole output came as a neutral result because many of the households improved their condition by taking loans through the youth program and others could not afford to do better because of collateral issues, guardian issues and repayment problems. 

	Murisa and Chikweche (2013)
	Zimbabwe
	CEI approach
	An enrichment of business development among entrepreneurs for their business and for international business works. I could not find any negative impact. 

	Habte, Visser et al. (2017)
	Eritrea 
	Logistic Regression and Propensity Score Matching 
	High level of satisfaction and goal achievement done through microcredit. Child nutrition, education, consumption and earnings have enhanced at a high rate. 

	Smahi and Benhabib (2011)
	Algeria
	Two- stage least square regression model
	A bit of improvement has seen along with women empowerment but the lack of selecting target borrowers created insensitivity and unsuccessful situation of MFIs. 

	Bebczuk and Haimovich (2007)
	Latin America
	Multivariate Regression model
	There has no contradiction found in this case but the span of positive results is very small. It needs to enlarge the activities of microcredit. 

	Altay (2007)
	Turkey
	Survey Analysis
	Women ruled households have widely succeeded through microcredit in Turkey. Hence, there is much more scope of improvement if more companies start these activities. Overall output is neutral. 

	Md Nor, Mohd Rashid et al. (2012)
	Kelantan
	Frequency distribution, Reliability analysis, Descriptive statistics, linear regression, Pearson correlation and SPSS analysis
	Created economic and household well being by using microcredit loan, especially focused on women. The most important factor to consider in this study was customer managerial. 

	Ibrahim and Bauer (2013)
	Sudan
	Field survey with structured questionnaires and multi stage random sampling, Probity model, Heckman model
	Increased the amount of savings and earnings. Positive enhancement over household consumption. On the contrast, more investment in the agricultural sector needed to improve. Nevertheless, there is a very small difference found between borrowers and non- borrowers. Neutral results have seen in Sudan.

	Taha (2012)
	Cairo
	Quasi experimental research design
	There was a lot improvement over the households through microcredit loans. It increased the level of education, food consumption, profit gaining capability and volume of assets. However, women empowerment was still not on the move. 

	Bylander (2014)
	Cambodia
	Qualitative analysis
	Small loans with low interest rates lead to success in microcredit process in this country. However, their decision to include migration process for bigger loans could not provide an impressive result. 

	Fabiao (2008)
	Mozambique
	Participatory method, Triangle model and qualitative- quantitative model
	Even though all the necessities to run a business or agricultural purpose had given to the clients, they still could not afford to meet up their needs and poorer households could not perform well as they needed money to consume for the basic needs. However, mediocre households did well in this case.

	Karimi (2013)
	Iran
	Field Survey
	There was a neutral effect over women empowerment. Half of the clients succeeded and rest of them could not because of dowry, male dominated society and lack of holding their rights. 

	Rajbanshi, Huang et al. (2012)
	Nepal
	ITT, LATE and Quasi experimental method
	Most of the output were positive along with a huge development over retail stores and agricultural households. Very few negative results found, which could possibly ignored. 

	Gonzalez (2008)
	Bolivia
	Consolidated model
	The whole result lead to a neutral one. As there were many households who improved through commerce, services and manufacturing industry. Others could not bear the household and income shocks. 



2.2 [bookmark: _Toc54087487]Summary of Literature: 
From the whole literature review, written over several country’s microcredit situation, I have found a neutral result from all over the world. It means that various countries are improving and reducing poverty by using microcredit loan facilities where, the rest of the half are not improving a higher growth rate. Hence, most of the country still requires a huge amount of training and development programs for developing their microcredit clients. Household shocks, illiteracy, lack of knowledge of using the loan, male dominated society, dowry system, larger family size, health shocks, the lack of nutrition, lack of education are the main reasons behind the higher non- repayment cases. On the contrary, agricultural and retail sectors have greatly enhanced due to having the loans that are collateral free and repayment on small installments. A bunch of countries has enlarged their microcredit services by the process of emphasizing women empowerment through it. It has statistically proven that, women were much successful to improve their condition through that money and repay it on time. Therefore, microcredit has considered having a productive way to reduce poverty, increase household consumption followed by huge amount of entrepreneurship works and investments. 

[bookmark: _Toc54087488]Chapter 3: Data and Methodology
3.1 [bookmark: _Toc54087489]Variable Definition

3.1.1 [bookmark: _Toc54087490]Microcredit
Microcredit has considered as a lending process to the people, who can hardly earn their livelihood and struggle much more than others. There is a proper definition of microcredit given by the World Bank in 2006 that, “Microcredit is a system through which, poor families borrow a lump sum amount of money at a time and return it on small installments using security on a short- term purpose and credit history as a long- term mean.” It serves underprivileged people like single mother, retired person, jobless person, farming households, small retail businesses and so on. 
There are some characteristics of microcredit, which differs them from other commercial banks. There are three main characters of microcredit that, I want to mention. Firstly, its target client is the poor and poorest population of any country. The lowest earnings group targeted here. Seventy-four percentage of the borrowers are women. Therefore, it sponsors women empowerment all over the world. It has proved that, women are much more trustworthy and give productive outputs than that of men’s. Secondly, it is a collateral free loan process. Collateral is the guarantee of repayment of the loan. It has practiced to every bank over the world except microcredit institutions. It is the main way of reducing the non- repayment possibilities. As the underprivileged people cannot afford to have an asset to present, hence they provide short run loans based on trust. The main theme of microcredit is to reduce poverty from countries rather than creating their own profit. This policy changes the stereotype of “no collateral, no credit”. These systems had also created to enlarge the entrepreneurial activities. The last character I would like to mention is that the group- lending scheme. It is not possible in case of regular commercial banks. Group lending is more encouraged rather than individual ones. Because it results better, if one group member is unable to pay the loan then other members are liable to pay the loan. Therefore, borrowers needs to form a group with some of their other trustworthy companions. Repayment rate is higher in case of group rather the individual borrowings. Group lending scheme also regulates a new type of collateral called the social collateral. It decreases the transaction costs of clients by creating internal monitoring activities.
3.1.2 [bookmark: _Toc54087491]Household Consumption
The most substantial amount of GDP is household consumption, approximately sixty percent of the whole GDP. To provide the day-to-day needs of every household, people need to purchase several things for their survival. These purchases have known as the consumptions, such as- clothes, food, shelter to live in, health issues, rental expense, durable goods and other external activities. House rents and agricultural goods, which people produce to consume for themselves, are the main components of household consumption. All types of services taken are included on the final consumption expenditure. Purchasing accommodation is the gross permanent capital establishment. 
Household expenditure and the expenditure taken by the government is equal to the actual household individual consumption. Government provided services are actually benefits for general people, namely- providing hospital costs and free education. 
In case of economic definition, the connection between how much the customers are spending and the various determinants, which describes it as the actual expense of household. Consumption level has measured through several factors- age, gender, number of family member, wealth size, earning generating activities, education and so on.  The income level of general people determines their level of consumption. It have measured over the prices on which, the consumers buy their necessities. This amount of money includes the value added tax and the cost of marketing of each product sold. The usual consumption from income differs from seventy to ninety percent. Rest of the percentages have provided by the government and non- profit organizations. Apart from the house rents and other direct consumption expenses, license fee; the use of own production like from dairy firms and agricultural firms have covered a large amount of household consumption.





3.2 [bookmark: _Toc54087492]Methodology of the study

3.2.1 [bookmark: _Toc54087493]Panel Unit Root Test
Panel- unit root tests are the alternatives that permit us to include the time trends and permanent assets in the method of data generating procedure. It helps to create the assumptions based on the number of panel in any dataset and the periods of each set. There are five types of tests containing null hypothesis contained by all the panels in the unit root test, namely- The Levin- Lin- Chu (2002), Harris- Tzavalis (1999), Breitung (2000; Breitung and Das 2005), Im- Pesaran- Shin (2003), Fisher type (Choi- 2001).
Levin- Lin- Chu is the test where the ρi are indistinguishable and negative, which is an alternative hypothesis. It is not similar to the other tests as, data from different set needs to combine in one final regression. 
Harris- Tzavalis (1999) is quiet the same as Levin- Lin- Chu although it is much simpler. It has needed to apply over the data sets, which have relatively small value of T. It is the null hypothesis, which differs the single stationary value with unit root. 
Breitung 2005 provides an unbiased estimator rather than unfair- corrected ones. It emphasizes a surrogate set of process. 
Im- Pesaran- Shin 2003 test refers to the authorization of more general alternatives as ρi might differ. The power of this test eliminates drastically in case of a substantial fraction having the unit roots. It starts with the basic model unlike Levin- Lin- Chu and Harris- tzavalis. 
Fisher type works better with unbalanced panels. It accumulates the p value from N individualistic unit root tests. This test predicts about all non-stationary as null hypothesis series. It provides information in opposite to the alternative that, minimum one series in stationary from the panel of data. 


3.2.2 [bookmark: _Toc54087494]Pedroni Panel Cointegration Test
This test has used in case of fixed co-variance over a time- period of two series of data. There are two steps of cointegration test in the Pedroni panel. It has used because of having heterogeneous intercepts and trend- coefficients. Researches use this test when they need to determine that if it has a stable and long- term relation or not in case of non- stationary series of time.  Non- stationary time series occurs when the mean or variance differ over a period. Pedroni has commonly recommended because it is a full-scale method. The panel that has cross sectional dependence is preferred to use Pedroni test. 
Cointegration is the determination of individually integrated set of variables. Some of the linear merger of these variables referred as stationary. This information have found using the standard time series cases. Cointegration test of Pedroni might have referred in which, the null hypothesis used for every member of panel and alternative hypothesis has also referred in this case if a single cointegrating vector is available for each member of the series. The main attraction of this test is allow using the cointegrating vector to vary within the members of data series along with the dynamics and fixed effects under alternative hypothesis test. 

3.2.3 [bookmark: _Toc54087495]Panel ARDL
The Panel autoregressive distributed lag is the method that emphasizes over the analysis of general people’s debt effect over the economic growth. In case of more specified context, we can say that, ARDL model has developed to test the long- term connections amongst the variables. It is a new method, which has advanced than the classic cointegration tests. It had developed by Pearson et al. This type of regression methods had used for the vehicle testing for long- term connections with the series of time. 
We can also take into account that, the main workhorse of dynamic single regression equation model is the autoregressive- distribution lag test. In 1964, Sargan used this test for determining the structural equations to connect with autocorrected residuals and Hendry popularized that had used in their econometrics model. Here, the finalized amount of time, called the lag. A set of monitoring a time series has lagged in opposite to a second, later data set. The panel ARDL model allocates differentiated orders of stationary series of problems to keep the track of different crossways in the long- run.

3.2.4 [bookmark: _Toc54087496]Panel Causality Test- TODA- Yamamoto Test
This test has conducted, when the causality of the variables had to measure. It illustrates the short- term and long- term connections between variables. The result of this test helps enhancing the extension, maintenance, response and neutrality hypothesis of different regions. Causality describes that the change in one variable results over the changes in other variables. There are three circumstances found in causality, such as- co-variation, temporal precedence and ruling over the third variable. Experimental research method has used to conduct causality test. An example of causality can be like- Brain damages effects mental health. To be more accurate, causality it the occurrence of an event or situation that will effect the production of next or other events. This test can be the way of determining the informal connection between the consumption of electricity and the outcome of industrial sector. 
Toda and Yamamoto applied this method over the Granger non- causality model in 1995 over the prediction of augmented VAR model (k+ Dmax). In this case, k is the optimal period lag on the initial VAR model and dmax has known to be the highest integrated order over system variables.  













[bookmark: _Toc54087497]Chapter 4: Estimation and interpretation

[bookmark: _Toc54087500]Table 4.1 Results of Panel Unit root test

	Panel unit root test: Summary 
	

	Series:  HC
	
	
	

	Date: 10/22/20   Time: 12:37
	

	Sample: 1 2700
	
	

	Exogenous variables: Individual effects

	User-specified lags: 0
	
	

	Newey-West automatic bandwidth selection and Bartlett kernel

	
	
	
	
	

	
	
	
	
	

	
	
	
	Cross-
	

	Method
	Statistic
	Prob.**
	sections
	Obs

	Null: Unit root (assumes common unit root process) 

	Levin, Lin & Chu t*
	-36.3238
	 0.0000
	 49
	 1358

	
	
	
	
	

	Null: Unit root (assumes individual unit root process) 

	Im, Pesaran and Shin W-stat 
	-35.9753
	 0.0000
	 49
	 1358

	ADF - Fisher Chi-square
	 1025.23
	 0.0000
	 49
	 1358

	PP - Fisher Chi-square
	 1084.34
	 0.0000
	 49
	 1358

	
	
	
	
	

	
	
	
	
	

	** Probabilities for Fisher tests are computed using an asymptotic Chi

	        -square distribution. All other tests assume asymptotic normality.




The test above has done to define the variable level of stationary unit. From this table of panel- unit root test, using six of them I can conclude that, every variable from each of the tests is at level stationary. If the variables do not have any trend effect over them, then the variable will have stationary. Consistent results have found in case of the summarized statistic, which has calculated over the time series. As the time series here is stationary, it will be easier to model. 

[bookmark: _Toc54087501]Table 4.2 Cross sectional dependency

	Cross-Section Dependence Test
	

	Series: HC
	
	

	Null hypothesis: No cross-section dependence (correlation)

	Sample: 1 2700
	
	

	Periods included: 51
	

	Cross-sections included: 49
	

	Total panel (unbalanced) observations: 1920

	Note: non-zero cross-section means detected in data

	Test employs centered correlations computed from pairwise samples

	
	
	
	

	
	
	
	

	Test
	Statistic  
	d.f.  
	Prob.  

	
	
	
	

	
	
	
	

	Breusch-Pagan LM
	18946.30
	1176
	0.0000

	Pesaran scaled LM
	366.4175
	
	0.0000

	Bias-corrected scaled LM
	365.9071
	
	0.0000

	Pesaran CD
	131.6308
	
	0.0000

	
	
	
	

	
	
	
	




From the results of cross- sectional dependency, I have analyzed four results (Bresch- Pagan LM, Pesaran Scaled LM, Bias- corrected Scaled LM and Pesaran CD) that are dependent on each other. Because each of the variables influence one another. That means household consumption here is dependent on the microcredit loans. Hence, the improvement of other variables such as, remittance; environmental quality; financial development and foreign direct investments have largely dependent over the increase of household consumption. The probability of each of the test results of variables are zero and each of them has a long term of microcredit and household consumption.
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	Pedroni Residual Cointegration Test
	
	

	Series: HC M P FD 
	
	
	

	Date: 10/22/20   Time: 12:39
	
	

	Sample: 1 2700
	
	
	

	Included observations: 2700
	
	

	Cross-sections included: 27 (23 dropped) in non-parametric (PP) test;

	        23 (27 dropped) parametric (ADF) test
	

	Null Hypothesis: No cointegration
	
	

	Trend assumption: No deterministic trend
	

	User-specified lag length: 1
	
	

	Newey-West automatic bandwidth selection and Bartlett kernel

	
	
	
	
	
	

	
	
	
	
	
	

	Alternative hypothesis: common AR coefs. (within-dimension)

	
	
	
	
	Weighted
	

	
	
	Statistic
	Prob.
	Statistic
	Prob.

	Panel v-Statistic
	 7.716968
	 0.0000
	-6.424157
	 1.0000

	Panel rho-Statistic
	-18.85218
	 0.0000
	-2.327818
	 0.0100

	Panel PP-Statistic
	-17.46669
	 0.0000
	-6.556280
	 0.0000

	Panel ADF-Statistic
	-10.15242
	 0.0000
	-10.52176
	 0.0000

	
	
	
	
	
	

	Alternative hypothesis: individual AR coefs. (between-dimension)

	
	
	
	
	
	

	
	
	Statistic
	Prob.
	
	

	Group rho-Statistic
	-13.52694
	 0.0000
	
	

	Group PP-Statistic
	-16.40664
	 0.0000
	
	

	Group ADF-Statistic
	-11.35393
	 0.0000
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Cross section specific results
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Phillips-Peron results (non-parametric)
	

	
	
	
	
	
	

	Cross ID
	AR(1)
	Variance
	HAC  
	Bandwidth
	Obs

	 1971
	
	Dropped from Test
	

	 1972
	
	Dropped from Test
	

	 1973
	
	Dropped from Test
	

	 1974
	
	Dropped from Test
	

	 1975
	
	Dropped from Test
	

	 1976
	
	Dropped from Test
	

	 1977
	
	Dropped from Test
	

	 1978
	
	Dropped from Test
	

	 1979
	
	Dropped from Test
	

	 1980
	
	Dropped from Test
	

	 1981
	
	Dropped from Test
	

	 1982
	
	Dropped from Test
	

	 1983
	
	Dropped from Test
	

	 1984
	
	Dropped from Test
	

	 1985
	
	Dropped from Test
	

	 1986
	
	Dropped from Test
	

	 1987
	
	Dropped from Test
	

	 1988
	
	Dropped from Test
	

	 1989
	
	Dropped from Test
	

	 1990
	
	Dropped from Test
	

	 1991
	
	Dropped from Test
	

	 1992
	-0.573
	126.8825
	126.8825
	0.00
	3

	 1993
	-0.040
	164.1722
	164.1722
	0.00
	5

	 1994
	0.108
	665.0403
	526.7665
	1.00
	6

	 1995
	0.245
	106.5579
	66.67956
	2.00
	7

	 1996
	0.351
	200.5004
	200.5004
	0.00
	9

	 1997
	0.363
	192.2186
	166.9055
	2.00
	11

	 1998
	0.265
	171.9017
	148.4995
	2.00
	12

	 1999
	-0.167
	215.6205
	202.2803
	1.00
	12

	 2000
	-0.171
	209.5116
	209.5116
	0.00
	15

	 2001
	-0.260
	142.8477
	165.0836
	1.00
	16

	 2002
	-0.247
	275.2063
	275.2063
	0.00
	17

	 2003
	-0.307
	127.6067
	127.6067
	0.00
	17

	 2004
	-0.255
	137.4309
	137.4309
	0.00
	16

	 2005
	-0.254
	152.0738
	166.1391
	1.00
	20

	 2006
	-0.128
	250.6314
	269.0419
	1.00
	25

	 2007
	-0.050
	879.2926
	734.8427
	3.00
	29

	 2008
	-0.109
	450.2622
	450.2622
	0.00
	29

	 2009
	-0.050
	287.7564
	287.7564
	0.00
	29

	 2010
	-0.007
	322.2559
	357.3547
	2.00
	31

	 2011
	-0.029
	340.7183
	381.3780
	2.00
	37

	 2012
	-0.064
	298.0122
	324.9516
	2.00
	33

	 2013
	-0.147
	248.2696
	335.0102
	3.00
	35

	 2014
	-0.133
	299.4574
	393.5071
	3.00
	35

	 2015
	-0.209
	250.0528
	333.1022
	3.00
	37

	 2016
	-0.187
	231.0839
	326.6234
	3.00
	35

	 2017
	-0.081
	252.8311
	325.7958
	3.00
	35

	 2018
	-0.063
	279.2625
	361.1397
	3.00
	32

	 2019
	
	Dropped from Test
	

	 2020
	
	Dropped from Test
	

	
	
	
	
	
	

	Augmented Dickey-Fuller results (parametric)
	

	
	
	
	
	
	

	Cross ID
	AR(1)
	Variance
	Lag
	Max lag
	Obs

	 1971
	
	Dropped from Test
	

	 1972
	
	Dropped from Test
	

	 1973
	
	Dropped from Test
	

	 1974
	
	Dropped from Test
	

	 1975
	
	Dropped from Test
	

	 1976
	
	Dropped from Test
	

	 1977
	
	Dropped from Test
	

	 1978
	
	Dropped from Test
	

	 1979
	
	Dropped from Test
	

	 1980
	
	Dropped from Test
	

	 1981
	
	Dropped from Test
	

	 1982
	
	Dropped from Test
	

	 1983
	
	Dropped from Test
	

	 1984
	
	Dropped from Test
	

	 1985
	
	Dropped from Test
	

	 1986
	
	Dropped from Test
	

	 1987
	
	Dropped from Test
	

	 1988
	
	Dropped from Test
	

	 1989
	
	Dropped from Test
	

	 1990
	
	Dropped from Test
	

	 1991
	
	Dropped from Test
	

	 1992
	
	Dropped from Test
	

	 1993
	
	Dropped from Test
	

	 1994
	
	Dropped from Test
	

	 1995
	
	Dropped from Test
	

	 1996
	-0.906
	22.90814
	1
	--
	3

	 1997
	0.149
	62.06636
	1
	--
	5

	 1998
	-0.044
	66.24408
	1
	--
	5

	 1999
	-0.356
	18.40518
	1
	--
	5

	 2000
	-0.236
	73.26269
	1
	--
	7

	 2001
	-0.346
	55.26323
	1
	--
	7

	 2002
	-0.182
	364.6795
	1
	--
	7

	 2003
	-0.408
	43.76542
	1
	--
	7

	 2004
	-0.264
	46.46164
	1
	--
	7

	 2005
	-0.455
	82.16173
	1
	--
	12

	 2006
	-0.330
	245.1851
	1
	--
	16

	 2007
	-0.207
	241.9056
	1
	--
	21

	 2008
	-0.215
	161.3886
	1
	--
	22

	 2009
	-0.156
	136.8315
	1
	--
	22

	 2010
	-0.024
	192.4262
	1
	--
	24

	 2011
	0.062
	222.4594
	1
	--
	29

	 2012
	0.007
	253.8597
	1
	--
	24

	 2013
	0.137
	212.7910
	1
	--
	27

	 2014
	0.121
	178.0595
	1
	--
	27

	 2015
	0.057
	112.0212
	1
	--
	30

	 2016
	0.131
	104.8729
	1
	--
	29

	 2017
	0.146
	138.5841
	1
	--
	28

	 2018
	0.138
	189.4996
	1
	--
	25

	 2019
	
	Dropped from Test
	

	 2020
	
	Dropped from Test
	

	
	
	
	
	
	

	
	
	
	
	
	




These two tables showed that, the model I took (common AR coefficients within- dimension and individual AR coefficient between- dimension) have created long run relationship between household consumption, microcredit and remittance inflow. We observed that, all the test statistics are significant, either 5% or 1%. Therefore, we can conclude that there is a distant future connection between microcredit, household consumption and remittance inflow.
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	Dependent Variable: HC
	
	

	Method: Panel Least Squares
	
	

	Date: 10/22/20   Time: 12:40
	
	

	Sample: 1 2700
	
	
	

	Periods included: 49
	
	

	Cross-sections included: 29
	
	

	Total panel (unbalanced) observations: 919
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	M
	0.077064
	0.030759
	2.505414
	0.0124

	P
	-0.249064
	0.024869
	-10.01524
	0.0000

	FD
	-0.034927
	0.030904
	-1.130181
	0.2587

	C
	81.31032
	1.030356
	78.91480
	0.0000

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.122731
	    Mean dependent var
	73.92102

	Adjusted R-squared
	0.119855
	    S.D. dependent var
	18.29204

	S.E. of regression
	17.16087
	    Akaike info criterion
	8.527484

	Sum squared resid
	269463.4
	    Schwarz criterion
	8.548477

	Log likelihood
	-3914.379
	    Hannan-Quinn criter.
	8.535495

	F-statistic
	42.66985
	    Durbin-Watson stat
	2.505026

	Prob(F-statistic)
	0.000000
	
	
	

	
	
	
	
	

	
	
	
	
	



There are three analysis done here in this table. It states that, in case of OLS results microcredit enhances the household income and consumption because it has a positive coefficient. On the contrary, fixed effect model describes a negative relation between them, describing that it has negative coefficient. Hence, random effect model provides a positive relation between them. In case of remittance, three of the models have positive coefficients. That means microcredit creates an optimist impact over the remittance of household consumption. Again, financial development variable shows pessimistic connection with household consumption in case of OLS model. On the opposite side, fixed effect model and random effect model previewed constructive relation of household consumption and financial development. Which means that, financial development increases with the number of consumption. Foreign direct investment has a productive outcome related to consumption and microcredit in three of the tests. CO is the environment quality that provides a positive output only in case of OLS model and showed negative impact of consumption in case of random and fixed effect model.
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	Dependent Variable: D(HC)
	
	

	Method: ARDL
	
	
	

	Date: 10/22/20   Time: 12:44
	
	

	Sample: 1030 2484
	
	

	Included observations: 697
	
	

	Maximum dependent lags: 1 (Automatic selection)

	Model selection method: Akaike info criterion (AIC)

	Dynamic regressors (1 lag, automatic): M FD FDI CO   

	Fixed regressors: C
	
	

	Number of models evalulated: 1
	

	Selected Model: ARDL(1, 1, 1, 1, 1)
	

	Note: final equation sample is larger than selection sample

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.*  

	
	
	
	
	

	
	
	
	
	

	
	Long Run Equation
	
	

	
	
	
	
	

	
	
	
	
	

	M
	-0.003442
	0.064757
	-0.053155
	0.9576

	FD
	-0.149758
	0.083335
	-1.797056
	0.0727

	FDI
	0.415737
	0.113473
	3.663755
	0.0003

	CO
	-48.44030
	11.98020
	-4.043364
	0.0001

	
	
	
	
	

	
	
	
	
	

	
	Short Run Equation
	
	

	
	
	
	
	

	
	
	
	
	

	COINTEQ01
	-1.023039
	0.034802
	-29.39586
	0.0000

	D(M)
	-0.066646
	0.027018
	-2.466747
	0.0138

	D(FD)
	0.156319
	0.049958
	3.129016
	0.0018

	D(FDI)
	-0.866485
	0.261903
	-3.308417
	0.0010

	D(CO)
	-52.07939
	7.621455
	-6.833260
	0.0000

	C
	84.41386
	2.540820
	33.22307
	0.0000

	
	
	
	
	

	
	
	
	
	

	Log likelihood
	-2883.143
	
	
	

	
	
	
	
	

	
	
	
	
	

	*Note: p-values and any subsequent tests do not account for model

	        selection.
	
	





From the tests of autoregressive- distribution lag model, higher percentage of results were negative using one lag. We can see that, coefficients of almost every test results are negative, which indicates that higher household consumption does not necessarily increase the amount of remittance, environment quality, financial development and foreign direct investment. Although the constants of every test were positive, only two tests of remittance and three tests of foreign direct investment have effected by the increase of microcredit and household consumption in a productive way in the long- run. Other than that, two tests of financial development and two from the remittance remained positive, in case of short- term. Therefore, we can conclude that microcredit, household consumption does not create any enhancement over environmental quality and foreign direct investment in the transitory period. 
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	Pairwise Granger Causality Tests

	Date: 10/22/20   Time: 12:46

	Sample: 1 2700
	

	Lags: 2
	
	

	
	
	
	

	
	
	
	

	 Null Hypothesis:
	Obs
	F-Statistic
	Prob. 

	
	
	
	

	
	
	
	

	 M does not Granger Cause HC
	 855
	 5.35491
	0.0049

	 HC does not Granger Cause M
	 9.89660
	6.E-05

	
	
	
	

	
	
	
	

	 FD does not Granger Cause HC
	 716
	 8.87183
	0.0002

	 HC does not Granger Cause FD
	 1.27783
	0.2793

	
	
	
	

	
	
	
	

	 FDI does not Granger Cause HC
	 974
	 1.00312
	0.3671

	 HC does not Granger Cause FDI
	 4.77903
	0.0086

	
	
	
	

	
	
	
	

	 CO does not Granger Cause HC
	 693
	 14.1941
	9.E-07

	 HC does not Granger Cause CO
	 18.5877
	1.E-08

	
	
	
	

	
	
	
	

	 FD does not Granger Cause M
	 1096
	 5.84337
	0.0030

	 M does not Granger Cause FD
	 7.58526
	0.0005

	
	
	
	

	
	
	
	

	 FDI does not Granger Cause M
	 1298
	 21.0535
	1.E-09

	 M does not Granger Cause FDI
	 2.89781
	0.0555

	
	
	
	

	
	
	
	

	 CO does not Granger Cause M
	 925
	 2.40525
	0.0908

	 M does not Granger Cause CO
	 0.41128
	0.6629

	
	
	
	

	
	
	
	

	 FDI does not Granger Cause FD
	 1090
	 4.46321
	0.0117

	 FD does not Granger Cause FDI
	 14.5411
	6.E-07

	
	
	
	

	
	
	
	

	 CO does not Granger Cause FD
	 734
	 16.9200
	7.E-08

	 FD does not Granger Cause CO
	 3.48173
	0.0313

	
	
	
	

	
	
	
	

	 CO does not Granger Cause FDI
	 1028
	 0.97564
	0.3773

	 FDI does not Granger Cause CO
	 0.75179
	0.4718

	
	
	
	

	
	
	
	





In case of the causality test from each of the dependent variable, positive impact has seen in case of household consumption. There are long-term effects of causality test in the main variable. The impact on household consumption has conducted productively by microcredit, remittance, financial development, foreign development investment and environmental quality. The stationary effect is at level in each of the variables. Hence, there are a few ones having non- stationary value. Thus, we can say that microcredit enhanced the household consumption, which results into enlargement of remittance, environment quality, financial development and foreign development investment.  
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To conclude, we have learned a great deal of microcredit and its impact over a few dependent variable of it, considering the main theme as household consumption. Microcredit it successfully reducing poverty in various countries for the past decade. Others need to emphasize more on education and training programs. We have seen several models of tests to compute the impact of microcredit over the remittance, financial development, foreign development investment and environmental quality followed by household consumption. There were tests including panel- unit root test, panel cointegration test, base line estimation model, causality test by toda and yamamoto, cross sectional dependency, autoregressive distribution model. These tests proves that microcredit created a huge impact over household consumption, which equally affects the other dependent variables. These tests have shown greater impact on the long run and less effect over the short- term procedure. Hence, microcredit needs to improve the training program and savings program, as there are several countries, who lag behind poverty. Higher consumption leads to high level of investment activities that develops the economy of a country. The majority of the optimist effects have seen over the entrepreneurship businesses, handicraft businesses, retail businesses, small merchandizing firms and poultry firms. It has mainly used the poor people of rural areas as the clients. Therefore, microcredit has considered as one of the major effective ways of reducing poverty and enhancing the consumption needs.
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