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ABSTRACT

This study aims to study the efficiency of the operation of microfinance that
influences agricultural investment and quality of life in farm households. The
objectives are: 1) to learn the role of small financial institutions toward agricultural
investment of the agricultural household, 2) to learn the efficiency of small financial
institutions toward the efficiency of productivity in the agricultural household, and 3)
to learn the efficiency of small financial institutions toward the quality of life of the

agricultural household member by using the data from 100microfinance groups



Vi

and 400 agricultural household members. The results of the study are as follows:

Overall, the role that microfinance has toward agricultural investment is low.
It has a moderate level of productivity which is higher than its low level in product
processing and marketing. However, after considering the details, microfinance
reveals that its highest role is in being a financial resource, and credit unions have
more influence in every aspect of agricultural investment than production groups.

The evaluation of the operational efficiency of microfinance and analysis of
factors that influence the efficacy of microfinance in the upper north region by Data
Envelopment Analysis, or DEA, found that the average efficiency of the microfinance
operation is 0.464. When analyzing the factors that influence the efficiency of the
microfinance operations with the Tobit model, it has been found that the number of
members, the ratio of net profit to total assets, net profit to shared funds, the average
amount of the loan for each member, the proportion between shared funds and total
loans, and the abilityto managethe committee altogether positively influence the
efficiency of microfinance operationssignificantly.At the same time, the proportions
between the deposit and total loans have a significant negative influence.

The analysis of the efficiency in productivity of the agricultural household
member using Data Envelopment Analysis(DEA), found that 60% of the households
have lower than 0.40 productivity efficiency (which consisted of the income from
agricultural and nonagricultural works) as a result of productivity which uses labor
resources in the DRS level. By analyzing factors that influence the efficiency in
productivity of the agricultural household member with the Tobit model, it is found

that the important factors are the amount of total loans,age of the head of the



vii
household, the farm size (rai), and the type of farming (i.e. either solely a plantation
or an animal farm).

The analysis of the agricultural household member’s quality of life using the
HDI of UNDP and to analyze the relationship between quality of life and efficiency of
productivity in the agricultural household with the Order Probit model, it is found that
the quality of life of the household is at moderate level, and age of the head of the
household, the productivity efficiency, and living by following the sufficiency
economy philosophy through creating a household account altogether significantly
help increase the chance for a higher quality of life.

However, it is expected that efficient microfinance will support the
productivity and well-being of the agricultural household in the community.
According to the study, it is found that efficiency in microfinance operation does not
significantly influence the level of productive efficiency and the quality of life in the

agricultural household.
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