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a b  s  t  r a  c t

This  paper examines  the  impact  of  microcredit  on poverty  reduction, controlling  for income
and its distribution, employment,  inflation  rate  and  education,  in 11 developing  countries
in south-east  Asia.

Static  and dynamic  panel  data  models  were used  in the  growth-poverty  model  initially
suggested by  Ravallion  (1997), with  data  from  2007 to 2016.

The results indicate  that  microcredit  reduces poverty (as measured  by  the  headcount
index, poverty  gap  and  squared  poverty  gap). They  also  indicate  that employment  and
education can  reduce  the  level  of poverty.
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1. Introduction

Poverty is  a  complex phenomenon involving multiple deprivations. The economic definition of poverty states that an
individual is  deemed poor if unable to  attain a minimal standard of  living. Poverty alleviation cannot be defined only in
economic terms but is also about addressing a  much broader set of needs. Amartya Sen, the Nobel Prize-winning economist,
eloquently argues that development can be seen as a  “process of expanding the real freedoms that people enjoy”. Social,
cultural and political freedoms are desirable in and of themselves, and they also enable growth in individual income. Services
such as public safety, basic education, public health, and infrastructure nurture these freedoms and increase the productivity
and employability of the poor, and thus their income and well-being (Yunus, 2009).

Poverty is still one of the world’s greatest problems, such that one of the millennium development goals (MDGs) was
to reduce the poverty headcount rate worldwide, and in  2015, the first sustainable development goal (SDG) from the SDG
agenda continues to be to  “end poverty in all its forms everywhere”.
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