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The efficiency of education and microcredit programs on
young adults’ independence

Rofikoh Rokhim, Arief Wibisono Lubis and Nadia Novianti

Faculty of Economics and Business, Department of Management, Universitas Indonesia,
Depok, Indonesia

ABSTRACT
This paper intends to evaluate the efficiency of programs aimed
at providing youth education and microfinance services, as well
as the direct and indirect impacts of such programs on the inde-
pendence of the beneficiaries. The sample consists of 141 young
adults in Indonesia; all of whom were beneficiaries of an NGO
which focuses on youth development through education and
microfinance initiatives. The free disposal hull (FDH) order-m tech-
nique employed in this study examines which initiative (education
to youths or microfinance services for mothers) leads to the high-
est benefit (output) for the beneficiaries, given a certain level of
cost (input). In operationalising the FDH, a composite index of
independence that combines work status, work knowledge, self-
determination, income, expenditure, and savings to measure the
independence of the young adults was used as the output, and
costs associated with implementing the programs serve as the
input. The results indicate that in terms of output only, young
adults whose mothers receive microfinance and no financial liter-
acy training had the highest level of independence. On the other
hand, when the costs associated with providing the programs are
considered, the use of FDH order-m suggests no significant differ-
ence in the efficiency of the different programs.

RÉSUMÉ
Cet article a pour objectif l’�evaluation de programmes visant �a
offrir aux jeunes des services d’�education et de microfinance, ainsi
que des impacts directs et indirects de ces programmes sur
l’ind�ependance de leurs b�en�eficiaires. L’�echantillon se compose
de 141 jeunes adultes en Indon�esie, tous b�en�eficiaires d’une ONG
qui se concentre sur le d�eveloppement de la jeunesse �a travers
l’�education et des initiatives de microfinance. Le mod�ele d’enve-
loppe de libre disposition (FDH) employ�e dans cette �etude exam-
ine quelle initiative (�education des jeunes ou services de
microfinance pour les m�eres) conduit au b�en�efice le plus �elev�e
(output) pour les b�en�eficiaires, �etant donn�e un certain niveau de
coût (input). Dans l’op�erationnalisation du FDH, un indice com-
posite d’ind�ependance qui combine le statut de travail, la con-
naissance du travail, l’autod�etermination, le revenu, les d�epenses
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et l’�epargne pour mesurer l’ind�ependance des jeunes adultes a
�et�e utilis�e comme output, et les coûts associ�es �a la mise en oeu-
vre des programmes servent d’input. Les r�esultats indiquent que
seulement en termes de production, les jeunes adultes dont les
m�eres b�en�eficient d’une microfinance mais d’aucune formation en
comp�etences financi�eres, avaient le niveau d’ind�ependance le
plus �elev�e. D’autre part, lorsque les coûts associ�es �a la prestation
des programmes sont pris en compte, l’utilisation du mod�ele FDH
ne sugg�ere aucune diff�erence significative en mati�ere d’efficacit�e
des diff�erents programmes.

1. Introduction

Human resources are one of the essential factors in the economic growth of any
country. The competitiveness of a country depends on the education and nurturing
of youths to prepare them to enter the labour force. Nevertheless, many people in
middle-income countries (MICs) do not have the opportunity to educate themselves
by any means, and this makes it very difficult for them to achieve their potential.
Even though primary and secondary education is free in many MICs like Indonesia,
there are still many challenges in keeping children in school. The rate of secondary
school enrolment in the country in 2018 was only 89% (World Bank 2020). This stat-
istic is concerning since it limits the children and makes it harder for them to achieve
economic self-sufficiency. One macro indicator of young adults’ independence is the
unemployment rate. In Indonesia, youth unemployment remains an issue. According
to the World Bank database (World Bank 2020), the International Labour
Organisation (ILO) estimated that in 2019, more than 16% of the labour force aged
15-24 in Indonesia were unemployed. This figure is significantly higher compared to
neighbouring countries, including Malaysia (11.7%), Thailand (3.7%), and Vietnam
(6.9%). As suggested by UNFPA (2014), the problem of economic opportunity is the
greatest for the young.

Different approaches have been launched to tackle these issues to close the gap
between privileged and underprivileged adolescents to improve young adult’s inde-
pendence. The provision of education to those who are out of school is one of the
most direct solutions in helping youths’ transition from destitution to fulfilling their
potential to themselves and society (Dworsky 2005). There are, however, many cases
where these programs do not achieve their intended outcomes, as highlighted in the
literature. Often children who become too old for foster care and do not have sup-
porting infrastructure or aid are found living in poverty (Gates et al. 2018). Many are
unemployed and without the potential to help either society or themselves. According
to Miller, Green, and Lambros (2019), youths in foster care achieve lower results in
school and have lower graduation rates than their wealthier counterparts. As a result,
achieving full independence becomes a severe challenge which they often do not
overcome. These people eventually grow up to have children that are born in the
same social conditions as and the cycle repeats itself over the generations.

The lack of education could be due to a variety of factors including financial
instability, and fear of abandonment or segregation. Some families keep their children
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to do households chores while the parents are working, others with small and micro
businesses keep them as employees to save on labour costs (Behrman and Parker
2010). Hence, it is impossible to ignore the link between the financial security of fam-
ilies with businesses and the education of their children. It is crucial to examine pov-
erty eradication strategies from the perspective of businesses and parents, as well as
considering the welfare and education of the children.

Microfinance is used in various countries to encourage financial independence and
improve the lives of underprivileged young adults through education. Many impover-
ished families with micro-businesses from around the world suffer from a lack of
financing (Johnston and Morduch 2008). Microfinance attempts to give financing to
those whom banks, and other institutions are reluctant to serve due to high risks. In
a way, microfinance aims to fill in the gap by serving the people at the bottom of the
pyramid of society (Armendariz and Morduch 2005) to improve their economic con-
ditions. Research conducted with Vietnamese families has shown a positive correl-
ation between household income and the quantity of financing received (Thanh,
Saito, and Duong 2019). Microcredit is considered a useful tool to improve welfare
and reduce poverty through an increase in consumption, income, and employment
(Khandker and Koolwal 2016).

Beyond the simple economic advantages, microfinance is also seen as a tool for
empowering women. Because of more convenient access to credit, women can
improve their status and well-being by increasing their income, which gives them the
financial independence to care for their health (Malhotra, Schuler, and Boender
2002). The economic contribution of women to the household is crucial in many
homes. Mahmud (2003) found that low-income women who take microcredit pro-
grams are more likely to choose to invest in the education of their children. This
finding indicates that empowering women has a positive impact on families, espe-
cially on children’s education. In line with this study, Rokhim et al. (2016) showed
that household spending on education increased after they received microcredit.

This paper evaluates the efficiency of the programs implemented by YCAB aimed
at providing youth education and microfinance services, as well as the direct and
indirect impacts on the independence of the beneficiaries. Although it is crucial to
examine which program yields the highest benefit concerning cost, to date, there has
been a lack of studies that compare the cost with benefits. Gamble (2018) assessed
different forms of institutional logic used by microfinance programs in India, specific-
ally: microfinance with well-being mentoring and business coaching. The aim was to
examine which of the two systems yielded the highest investment-adjusted financial
and non-financial outcomes. The study found that microfinance with well-being men-
torship to be the most effective method. Nevertheless, it should be noted that the fea-
tures of the programs did not significantly differ, and the ultimate goal of these
programs was not young adults’ independence. Also, there is little literature about
microfinance in Indonesia concerning the relationship with the independence of the
beneficiary’s children.

YCAB is a social enterprise focused on youth development; in 2019, the founda-
tion was ranked 35th of the top 500 Global NGOs. Its principal goal is to promote
independence in young people by providing education to the children and
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microcredit access to low-income mothers on the condition that they send their chil-
dren to school. YCAB bases its operations on the sustainable social change model, and
its mission is to improve welfare through education and micro-loan financing. To date,
YCAB has provided education to 3.4 million underprivileged youths and has given
microcredit to over 150,000 low-income households. To this end, there are two available
main programs in YCAB: leaning centres (Rumah Belajar) and mission-driven
microfinance.

Rumah Belajar centres are focused on providing basic education and vocational
training. Basic education teaches basic mathematics, English, geography, and science
to students who have dropped out of mainstream schools. This program is known as
Paket Program and is an equivalency education program for out of school children.
The vocational training courses teach skills related to health and beauty, motorcycle
mechanics, electronic tool repair, machine sewing, and batik crafting. The monthly
fee per child is IDR10,000 (or approximately USD 2.36, PPP-adjusted).

YCAB’s microfinance programs target low-income mothers as entrepreneurs and
loan-receivers. The organisation emphasises that the mothers must send their children
to school in order to receive the loan; their children must not drop out during the
duration of the loan cycle. If in any case, they do drop out, they are given a one-year
grace period to put the children back to school, or they can send their children to
gain an education in YCAB’s learning centres in their neighbourhood.

Profit generated from this microfinance program is used to support the operational
activities of learning centres. This program is aligned with YCAB’s mission to prom-
ulgate women empowerment and youth development. YCAB also provides financial
literacy training to the beneficiaries with the help of both social investors (i.e. Bank
of Indonesia, the central bank of Indonesia) and philanthropic investors (i.e. HSBC).

Based on YCAB’s different programs, the young adults who are the ultimate bene-
ficiaries in this study are categorised into four groups: (1) those whose mothers were
microfinance clients and participated in financial literacy training; (2) those whose
mothers were microfinance clients and did not receive financial literacy training; (3)
alumni from YCAB’s comprehensive learning program which comprises of the Paket
Program and some vocational training; and (4) alumni from YCAB’s vocational train-
ing only who also went through mainstream formal high school education.

This paper uses the frontier-estimation approach as the tool to determine whether
education or microfinance is most beneficial, given a certain level of input. The tech-
nique has been widely used to estimate the efficiency of both manufacturing and ser-
vice industries (Keh and Chu 2003; Halkos and Tzeremes 2007; Ariff and Can 2008;
Park and Weber 2006). Also, many studies have been applying this technique to
human development (Binder and Broekel 2011; Deutsch, Ramos, and Silber 2003;
Ramos and Silber 2005). The Order-m Free Disposal Hull (FDH) method developed
by Deprins, Simar, and Tulkens (1984) was employed in this study. When using the
FDH, the input and output associated with a production process should first be
determined. In the case of this study, the inputs are the costs incurred by providing
the service (microfinance and education), and the output is young adults independ-
ence score, which is composed of working status, working knowledge, self-determin-
ation, income, expenditure, and savings indicators.
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The findings of this study indicate that young adults whose mothers received
microfinance from YCAB without financial literacy training had the highest inde-
pendence scores. Further analyses reveal that when costs incurred in providing these
programs are considered, those whose mothers were the clients of YCAB
Foundation’s microfinance program and received financial literacy training had the
highest (lowest) efficiency (inefficiency) score. However, the differences in the effi-
ciency scores are not statistically significant. This indicates that generally speaking,
the efficiency levels of all programs are equal. Given the efficiency scores, there is
room for improvement in the efficiency of the programs. However, it should be noted
that various factors, both internal- and environmental-related, might contribute to
this improvement.

The paper is henceforth organised as follows: Section 2 reviews relevant literature,
section 3 describes the methodology and measurement of variables, section 4 shows
and explains the results, section 5 provides the discussion, and section 6 concludes
our findings.

2. Literature review

2.1. Education and youth independence

Many educational programs have been designed to help young adults achieve inde-
pendence. The role of education in the development of underprivileged youths in fos-
ter care has previously been examined by Cassarino-Perez et al. (2018). The results
show that children in foster care with higher levels of educational attainment are bet-
ter able to find jobs than those with lower levels of education. Teichler (2015)
emphasised the importance of school and education in preparing children to enter
the workforce. Previous studies found that higher educational attainment is associated
with higher income, work status, and greater capacity to face competition (Flouri and
Hawkes 2010; Ng et al. 2005; Faas, Benson, and Kaestle 2013). A study by
Chowdhury, Endres, and Frye (2019) also found that people with a higher education
level may have access to a range of experiences which are helpful to improve their
self-efficacy, which is their perception and ability to perform tasks individually.

Formal education (consisting of academic subjects such as mathematics, English,
science and social studies) should be differentiated from vocational training (skills
and knowledge related to specific industries); the latter of which prepares participants
for entry-level positions in various sectors. The literature documented conflicting
results on the impact of vocational education on its graduates. Among others, Gates
et al. (2018) found that career readiness programs following foster care, based on
vocational and interview training, positively influence a child’s future independence.
Though this type of education helps young adults enter the labour market immedi-
ately, Korber and Oesch (2019) found that people who only participate in vocational
training receive lower incomes than those with formal education as well. This is
because vocational workers often face difficulties adjusting to technological change
and changing work structures; therefore, formal education is better suited to prepare
children for their future careers. Similarly, Choi, Jeong, and Kim (2019) highlighted
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that in the long term, vocational training graduates were more likely to possess lower
literacy skills compared to general education graduates.

The complexities surrounding the success of education programs might be due to
various factors. First, other factors contribute more significantly to young adult’s
independence, such as support from family and friends during their transition to
adulthood, as suggested by Kim et al. (2019). Another problem in evaluating these
programs stems from the fact that measuring independence is not always straightfor-
ward. There is no single measure, and different scholars have conceptualised it using
different elements. For example, Dworsky (2005) used a comprehensive indicator
consisting of employment, earnings, and public assistance receipts to measure former
foster youths’ self-sufficiency. In evaluating a career readiness preparation program
for youths, Gates et al. (2018) looked at work status and self-determination, as well as
career readiness itself. Self-reported measures have also been used, as can be seen in
the SSM that assesses individuals’ self-sufficiency in 11 life domains: finances, day-
time activities, housing, domestic relations, mental health, physical health, addiction,
activities daily life, social network, community participation, and judicial (Bannink
et al. 2015).

2.2. Microfinance for women and education

Recently, many organisations are considering women empowerment within their
goals. Kabeer (1999) identified three dimensions of women empowerment, which are
resources (where women could get access or claim material resources), agency (where
women have a role or are involved in the decision-making proses), and achievements
(the improvement of their well-being). Microfinance services offered to women could
provide them with many economic opportunities and broader access to material
resources, which will eventually enhance their involvement in essential decisions mak-
ing within their households. Kato and Kratzer (2013), Khan, Zaki, and Bokhari
(2017) as well as Yadav and Verma (2015) independently found that women who
joined microfinance programs and increased their earnings have improved savings,
decision-making capacities, and self-esteem.

Women’s agency is shown to be positively associated with welfare indicators at the
household level. Mothers with financial freedom tend to prioritise their children’s
educational needs by investing their time and resources towards it. Mahmud (2003)
found that for poor households, there exists a positive relationship between microfi-
nance and the general well-being of the house. In most cases, this leads to improved
health and education of the children, variables linked with higher living standards for
their children’s future. Furthermore, Schaedel, Azaiza, and Hertz-Lazarowitz (2007)
suggest that a more active role for women in the households could deepen social
interactions with children, further improving their academic performance.

2.3. The impact of financial literacy training

Providing resources to women, as done by many microfinance programs, is associated
with an increase in their well-being (Kato and Kratzer 2013). This increase could be
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encouraged further by providing training along with financing. Through this training,
they can learn to allocate money wisely and engender better outcomes for themselves
and their family (Monteza, Blanco, and Valdivieso 2015). There have been studies that
attempted to evaluate financial literacy training, with inconsistent findings regarding its
impact on financial behaviour (see for example Stango and Zinman 2007; Lusardi 2008;
Mandell and Klein 2009; Behrman et al. 2012; Cole, Sampson, and Bilal 2011). A meta-
analysis by Fernandes, Lynch, and Netemeyer (2014) on 168 empirical studies led to a
conclusion that the typical financial education programs were not associated with
improved financial behaviour. Moreover, Karlan, Ratan, and Zinman (2014) argued that
even when a study shows a positive correlation between financial literacy and behaviour,
it cannot guarantee the existence of a causality relationship.

Studies have also explicitly established linked between training and children’s
education. Gamble (2018) shows that business training given to women has the
expected effect of improving their ability to save money, budget, and allocate
resources to their children’s education. This aligns with Awan and Kauser (2015)
work that shows a positive relationship between the education of mothers and the
final level of education of their children; likewise, the lower the level of education
or financial freedom of the mother, the higher the chances are of their children
failing school.

3. Methods

3.1. Research design and hypotheses

The primary purpose of this study is to evaluate the efficiency of the costs
incurred by YCAB’s microfinance and education programs and their impacts on
the independence of young adults. The direct beneficiaries of the microfinance
program are mothers. As has been explained previously, some of YCAB’s microfi-
nance clients also received financial literacy training. Meanwhile, young adults are
the direct beneficiaries of the education programs. The first type of education pro-
gram is Paket Program, which provides high-school level education for dropouts,
and vocational training, which those who are in the formal education system can
also join. The ultimate beneficiaries are young adults who gain increased auton-
omy and independence. To estimate the efficiency of the programs (i.e. the one
that yields the highest output given a certain level of input) the costs associated
with providing the initiatives and the benefits (independence) need to be esti-
mated. Analysis of Variance (ANOVA) was then performed to identify the differ-
ences in efficiency scores among different YCAB beneficiaries. The null hypothesis
is there is no statistically significant difference in the average efficiency scores
among different groups of beneficiaries within the population, while the alternative
hypothesis is at least one group has statistically significant different average effi-
ciency score from those of the other groups. This study also uses ANOVA to
compare the independence levels of the young adults who received differ-
ent programs.

Figure 1 illustrates the framework used in this study.
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3.2. Data collection

In this study, a quantitative survey was conducted to collect some information
regarding young adult’s independence. The survey was administered from November
– December 2018 in the urban area of Greater Jakarta. Before the survey, the enu-
merators were trained to make sure they understood the objective of this study and
the information being gathered.

The respondents come from YCAB’s learning centres and from those whose moth-
ers receive financing from the foundation. This study limits the respondents to young
adults aged between 21 and 24, assuming that those in this age range are at an early
stage of their career. Also, too large a variation in age may add variables which are
unaccounted for. The database contains 162 potential respondents who fulfilled the
criteria, but only 141 could be contacted. The data was collected through question-
naires sent from December 4th, 2018 to January 10th, 2019. The questions were div-
ided into four sections: “Personal data”, “Work knowledge”, “Self-determination”, and
“Income and expenditure”. Further elaboration is provided in the follow-
ing subsection.

According to the different programs examined in this study, the respondents can
be classified into four groups: (1) young adults whose mothers were microfinance cli-
ents and participated in financial literacy training; (2) young adults whose mothers
were microfinance clients and did not receive any financial literacy training; (3)

Figure 1. Research design.
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alumni of YCAB’s education program which includes Paket Program and vocational
training (4) alumni of YCAB’s vocational training only, but who also went through
mainstream formal high school education.

3.3. Measurement

The measured result of this research is the efficiency score which considers the bene-
fits as well as the costs incurred by YCAB. The efficiency score is calculated using the
free disposal hull (FDH) method with investments incurred by different types of
respondents in YCAB as input factors and independency scores as output factors.

3.3.1. Output, young adult’s independence score
Young adult’s independence score is a composite index consisting of the following
six components

a. Working status score: It is assumed that to become independent, a young adult
should have a decent-paying occupation. Respondents first indicate whether they
are working (including being self-employed) if they respond yes, they were asked
whether their income was similar to, or exceeded, the minimum wage of IDR
3,600,000 per month (or USD 848, PPP-adjusted). If the respondents are not
working, the follow-up question asked whether they are studying, or have had a
paid job recently. Their reasons for not working were also investigated. The pos-
sible score for working status is from 1-10; this was then rescaled to a score from
0-1. This score contributes 30% of the weight of the final result.

b. Working knowledge score: There are cases where the participants may not be
working but are actively seeking employment. The survey collected information
about their fundamental knowledge of applying for jobs. The questions related to
job vacancies, work-life, and applications. For each question, the right answer is
rewarded with 1 point and the wrong answer with 0 points. This section has five
questions, so the scores vary from 0 and 5; which is converted to a value ranging
from 0 to 1. The weight of this section towards the final score is 15%.

c. Self-determination score: Gates et al. (2018) have shown the importance of self-
determination, which can be defined as one’s ability to make decisions related to
career choices. Six questions were adapted from the American Institute of
Research (AIR) self-determination scale, as employed by Gates et al. (2018). The
questions included “you set goals to get what you want or need” and “you begin
working on your plans to meet your goals as soon as possible”. The responses
were measured by a Likert scale from one to five, in which 1 ¼ never, 2 ¼ sel-
dom, 3 ¼ sometimes, 4 ¼ often, and 5 ¼ always. This score has a minimum
value of 5 and a maximum value of 30, which is rescaled into a value between 0-
1. The variable’s Cronbach’s alpha for our sample is 0.90, indicating a high reli-
ability. The weight of this score for the overall independence index is 15%.

d. Income score: This score is measured by using the regional minimum wage (IDR
3,600,000 or USD 848) as a benchmark for respondents’ income. If the income
of working respondent is higher than, equal to, or lower than the regional
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minimum wage, the scores are respectively 3, 2, and 1. This score is then rescaled
into a value between 0-1 and contributes 20% of the final score.

e. Expenditure score: Young adults should be self-sufficient to achieve independ-
ence. In this section, respondents were required to fill in their expenses categor-
ised into ten types: housing, electricity and water, food and beverage, tokens,
clothing, snacks, cigarettes, education, personal healthcare, and credit card pay-
ments or loan instalments. The default score of 1 is awarded for each expenditure
that the young adult bears alone, the score is then reduced based on the propor-
tion of the expenditure held by parents or other third parties. If the respondents
are not working, a score of zero is given. The score for this section ranges from
0 to 10, then rescaled to a value between 0 and 1. The weight of the score on the
overall independence score is 10%.

f. Savings score: It is believed that young adults should have enough savings to sur-
vive unexpected events which may require large amounts of money. The meas-
urement of this element uses a dichotomous variable – there are only two
alternative answers; have savings or not. Respondents who set aside a portion of
their income for savings are rewarded one point, and therefore the score is either
1 or 0. This element is given 10% weight.

Table 1 summarises the measurement of Independence score.

3.3.2. Input costs
Table 2 describes the amount of monthly costs incurred by YCAB related to different
types of respondents. The numbers reflect the direct and indirect costs and were col-
lected from YCAB’s monthly financial statements.

Table 1. Independence score (output) calculation.
No. Variable Score Min Max Weight

1 Work Status 0 10 30%
Working, met minimum wage standard, studying 10
Working, met minimum wage standard, not studying 9
Working, did not meet minimum wage standard, studying 9
Working, did not meet minimum wage standard, not studying 8
Not working, has no experience 0
Not working, recently studying 4
Not working, resigned 5
Not working, fired 2

2 Work Knowledge 0 5 15%
3 Self-determination 6 30 15%
4 Income 1 3 20%

Income > 3,600,000 3
Income ¼ 3,600,000 2
Income < 3,600,000 1

5 Expenditure 0 10 10%
Default score ¼ 10, reduced 1 point if the expenditure is borne by parents
Not working, default ¼ 0

6 Saving 0 1 10%
Saving 1
Not saving 0
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3.2.3. Free disposal hull (FDH) in Efficiency Score Measurement
As previously stated, the frontier estimation technique in efficiency measurement is
often used in both manufacturing and service industries (Keh and Chu 2003; Halkos
and Tzeremes 2007), and this technique is also applicable to the context of human
development (Binder and Broekel 2011 among others). In this study, a non-paramet-
ric version of the free disposal hull (FDH) method developed by Deprins, Simar, and
Tulkens (1984) was used to measure the efficiency of the production unit, also known
as decision-making units (DMUs). The FDH measures the DMU’s efficiency at con-
verting input into output. Once the estimated frontier is constructed, the efficiency of
each DMU is calculated as a distance function relative to the most efficient data
point. There are two models of FDH: input-oriented and output-oriented. The former
model aims to minimise input at constant output levels, whereas the latter attempts
to minimise output at constant input levels.

The use of non-parametric technique such as FDH is often criticised as it is sensi-
tive to outliers in the sample (Tulkens 1993). This limitation led to the emergence of
several partial frontier approaches, including order-m by Cazals, Florens, and Simar
(2002). Outliers are treated as super-efficient observations and are located beyond the
estimated frontier (Tauchmann 2012).

In specifying the estimated frontier using, each DMUi, i¼ 1, … … , N is compared
to other DMUj j¼ 1, … … , N with at least has the same level of output (Y), which
is used for comparison and denoted as Bi. The one using a minimum level of input
serves as the benchmark for i, and efficiency is calculated as:

ĥiFDH ¼ max
i2Bi

min
j¼1, ::::q

Yj
i

Yj
0

 !( )
(1)

Order-m specification sets the benchmark for an expected best performance among
certain m peers. This technique allows us to estimate the pseudo-efficiency score for
D times, and the final efficiency score is the average of these scores. Mathematically:

ĥiFDH ¼ 1
D

XD
d¼1

ĥid x0, y0ð Þ (2)

In using the FDH order-m to measure efficiency, costs incurred are used as the
input and the independence score as the output. If the score of a particular DMU

Table 2. Costs (input) for different types of beneficiaries�.
Types of Respondent Costs

Young adults whose mothers received financing,
without financial literacy training

IDR 200,000 / month (USD 47)��

Young adults whose mothers received financing, with
financial literacy training

IDR 200,000 / month (USD 47) þ IDR 17,000 (USD 4.00)��

Young adults, alumni of Paket Program education and
vocational training

IDR 3,500,000 (USD 824)

Young adults, alumni of vocational training only IDR 8,000,000 (USD 1,884)
�All USD figures are based on PPP-adjusted exchange rate in 2018.��To calculate the total cost of serving a client, this number is multiplied by the number of months the respective
client being served by YCAB.
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equals to one, we can say that the respective DMU is efficient. When the score is
below one, they are super-efficient, and when the score is higher than 1, the DMU is
inefficient.

4. Results

4.1. Respondent’s profile

Table 3 presents the demographic characteristics of the sample used in this study. In
total, there were141 respondents, 59 of whom (42%) were men. One respondent had
no formal education degree (0.70%). Three respondents had finished special high
school and elementary school level (2.11%), 16 had finished junior high (11.27%), 32
had a vocational high school degree (22.54%), and five had graduated from YCAB’s
Paket Program. Finally, the majority of the sample, or 85 respondents (60.56%), had
at least finished high school.

Of the 69 respondents, most were children of YCAB microfinance clients who had
not participated in financial literacy training (49.30%). Nineteen of them were chil-
dren of microfinance clients with financial literacy training (13.38%), five were young
adults who had received both Paket Program and vocational training from YCAB
(3.52%), and 47 had only participated in YCAB’s vocational training (33.10%).

The majority of the respondents (86%) had a stable income source, and 24 (17%)
earned at least the minimum wage. Of the workers, 75% were employees, 18% self-
employed, 5% freelancers, and 2% were online transportation drivers. Among the
respondents who were not working, 11 (50%) had resigned from their old jobs and
were seeking new employment, four (20%) were studying, and seven (30%) claimed
to have no experience working and were not actively looking for work.

Table 3. Sample characteristics.
Respondents profile N Percentage

Gender
Female 82 58%
Male 59 42%

Education level
No formal education 1 1%
Elementary school 3 2%
Junior high school 16 11%
General high school (SMA) 81 57%
Vocational high school (SMK) 32 23%
Special school 3 2%
Paket program 5 4%

Have work that generates income 121 86%
Income equal to or higher than minimum wage 24 17%
Occupation
Employee 42 75%
Self-employed 10 18%
Freelancer 3 5%
Online transportation driver 1 2%

Benefits from YCAB
Microfinance with no financial literacy training (mother) 69 49%
Microfinance with financial literacy training (mother) 19 14%
Paket programþ vocational training 5 4%
Vocational training 47 34%
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4.2. Independence score

The objective of this study is to identify the impact of different programs offered by
the YCAB Foundation and find out which yields the highest benefits (output) given
the costs (input), in terms of young-adults independence. An independence score of
each young adult surveyed in this study was constructed using the method explained
in section 3.3.1, and the average scores of each sample group according to various
demographic factors and different programs received are compared. Table 4 shows
that the results for the average independence score is 0.6317 (from a maximum pos-
sible score of 1, after standardisation).

The score is further broken down into its six components: expenditure, work sta-
tus, self-determination, work knowledge, savings, and income. The average for each is
0.8585, 0.7535, 0.7365, 0.6634, 0.4225 and 0.3826, respectively. These scores have
been standardised into a 0-1 scale. Expenditure has the highest average, indicating
that overall, respondents could bear their expenses and did not rely on parents or
other parties. The lowest average score is income, which means that many
respondents’ income levels were lower than the minimum wage.

When respondents are divided into groups based on gender, the average independ-
ence scores of men and women are 0.6377 and 0.6273, respectively. Although the
average independence score of men is higher than that of women, the difference is
not statistically significant (p-value ANOVA ¼ 0.7570). In educational attainment,
respondents are divided into four categories; those who graduated from vocational
high school, senior high school, junior high school, and others (no school, elementary
school, and special high school). The average independence scores for each type of
respondent are 0.6563, 0.6449, 0.6063, and 0.4425, respectively. Respondents whose
education background is vocational high school have the highest average
Independence score. The scores’ differences between these groups are statistically sig-
nificant (p-value ANOVA ¼ 0.0329). Concerning the types of benefits provided by

Table 4. Independence score of different groups of respondents.
Overall Score Based on Type of Respondent

Savings 0.4225 Young adults whose mothers received
financing, without financial
literacy training

0.6767

Expenditure 0.8585 Young adults whose mothers received
financing, with financial
literacy training

0.6279

Income 0.3826 Young adults alumni of Paket Program
education and vocational training

0.6240

Self-determination 0.7365 Young adults alumni of vocational
training only

0.5804

Work Knowledge 0.6634 p-value ANOVA 0.0012���
Work Status 0.7535
Independence Score 0.6317 Based on Highest Education Level

Vocational High School 0.6563
Based on Gender Senior High School 0.6449
Men 0.6377 Junior High School 0.6063
Women 0.6273 Others (never graduated from school,

elementary school, special
high school)

0.4425

p-value ANOVA 0.7570 p-value ANOVA 0.0329��
�, ��, ��� denote significance at 10%, 5%, and 1%, respectively

JOURNAL OF SMALL BUSINESS & ENTREPRENEURSHIP 13



YCAB, the independence score of young adults whose mothers had received financing
from YCAB without training, young adults whose mothers had received financing
and financial literacy training, alumni of YCAB Learning Centre who had received
Paket Program and vocational training, and alumni of YCAB Learning Centre who
had received only vocational training are 0.6767, 0.6279, 0.6240, 0.5804, respectively.
Statistically significant differences in these scores are confirmed (p-value ANOVA
¼ 0.0012).

4.3. Efficiency score

The independence score described in section 4.2 was used to construct the efficiency
measure for each respondent. Looking at this efficiency score allows us to see which
of the programs yielded the highest benefit in terms of young adults’ independence,
given their costs. The efficiency of the program was calculated using the FDH order-
m approach, as explained in 3.2.3. It should be noted that lower numbers reflect
higher levels of efficiency. When the score is below one, it can be said that the
respondent, or the DMU, is super efficient, and when the score is higher than 1, the
respondent is inefficient.

Table 5 presents the results related to the efficiency scores. When the respondents
are grouped based on gender, the average efficiency scores of men and women are
1.5714 and 1.5661, respectively. However, this difference is not statistically significant
(p-value ANOVA ¼ 0.9614), indicating that overall, there is no difference between
the efficiency of men and women in converting input into output. Meanwhile, with
regards to respondents’ educational backgrounds, those whose highest educational
attainment was vocational high school have the best (lowest) average efficiency score.
The difference between these groups’ scores are statistically significant (p-value
ANOVA ¼ 0.074).

Table 5. Efficiency score of different groups of respondents.
Based on Gender Based on Type the of Respondent

Men 1.5714 Young adults whose mothers received
financing, without financial
literacy training

1.4978

Women 1.5661 Young adults whose mothers received
financing, with financial
literacy training

1.4570

p-value ANOVA 0.9614 Young adults alumni of Paket Program
education and vocational training

1.6975

Young adults alumni of vocational
training only

1.7051

Based on Highest
Education Level

p-value ANOVA 0.2804

Vocational High School 1.5186
Senior High School 1.5350
Junior High School 1.5769
Others (never graduated

from school, elementary
school, special
high school)

2.1739

p-value ANOVA 0.074�
�,��,��� means significant at 10%, 5%, and 1% respectively
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The main focus of this study is differences in efficiency levels among respondents
receiving different YCAB Foundation’s programs. The lowest (highest) average ineffi-
ciency (efficiency) score is found among young adults whose mothers had received
microfinance with no financial literacy training. In contrast, the highest (lowest) aver-
age inefficiency score is found among those who had received vocational training
only. Nevertheless, the p-value of ANOVA (0.2840) indicates that these differences in
efficiency scores are not statistically significant.

5. Discussion

The main purpose of this study was to examine the efficiency of different YCAB pro-
grams in enhancing young adults’ independence, and the findings also indicate the
benefits of the programs. It is shown that 86% of the respondents have a stable
source of income from employment, which is a positive finding because it provides
security for their living conditions. However, only 17% earnt the minimum wage
(IDR 3,600,000 or approximately USD 848, PPP-adjusted), which shows many
respondents get paid equal to or below the minimum wage, especially in low-skilled
positions. This problem is not specific to YCAB’s beneficiaries, but this is a phenom-
enon present in Indonesia’s current employment climate: many people who have
been trained to use vocational skills still have limited opportunities to gain an above-
average standard of living. A possible solution to this issue is if YCAB could intensify
its partnership with hiring companies so that both parties could gain a better under-
standing of the people that YCAB trains, and what qualifications they need.

Gender differences in the independence score are shown to be statistically insig-
nificant, but the differences based on educational backgrounds are statistically signifi-
cant. This indicates the important role of education in helping young adults in
becoming independent. Higher levels of educational attainment tend to result in
more prepared young adults who can start living independently and enter adulthood.
There also appears to be a direct correlation between the level of education achieved
and their independence score. This is in line with the result of Cassarino-Perez et al.
(2018) who show that those who leave their homes with a high school diploma have
a better chance of finding employment than those who do not.

The results suggest that assessing the programs in terms of its efficiency brings a
different conclusion. When the evaluation of the different programs is merely per-
ceived by the outcomes they produce (i.e. independence), young adults whose moth-
ers receive microfinance with no financial literacy training had the overall highest
independence score. However, if the costs of providing such programs are considered
in the model, there was no statistically significant difference. This indicates that over-
all, all YCAB Foundation’s programs, when evaluated using young adults’ independ-
ence, have similar levels of efficiency.

Based on these results, it is suggested that YCAB succeeds in improving the condi-
tions of young adults who dropped out of schools. The previously out-of-school
youths from the Paket Program have an overall independence score higher than those
who went to formal schools and received vocational training.
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The results provide an alternative perspective for assessing the importance of
financial literacy training. Young adults whose mothers received both financing and
financial literacy training have better average efficiency scores than those whose
mothers did not participate in the training. This suggests that giving financial literacy
training to mothers has an indirect impact on their children. A previous study by
Monteza, Blanco, and Valdivieso (2015) found that giving women access to micro-
credit accompanied by training, results in greater decision-making capacity and con-
trol over their own lives and finances, leading to positive impacts for society.
Moreover, educated mothers are likely to have a high awareness about the importance
of education for their children and are more likely to invest their time, energy, and
resources on their children’s education (Gamble 2018).

6. Conclusion

This paper aims to evaluate the efficiency of different programs aimed at improving
the independence, of self-sufficiency, of young adults. These programs include micro-
finance with or without financial literacy training, the Paket program (basic educa-
tion) with vocational training, and vocational training only. Using FDH order-m as
the technique to calculate efficiency, this study yields three essential findings. First,
the level of educational attainment is shown to have a significant impact on the
young adults’ independence score. This finding is shown by statistically significant
differences observed in independency scores for the educational level. Second, the
result suggests that YCAB’s Learning Centre program helps dropouts to achieve a
similar independence score as those who went through public education, as shown by
their similar independence scores. Finally, the most efficient program resulting in the
highest benefit for the young adults’ independence is microfinance combined with
financial literacy training. YCAB might incorporate this last finding in their future
strategic initiatives to have the optimum impact in helping underprivileged young
adults become independent.

There are some inherent limitations of this study that future research can address.
First, it should be noted that this study has a limited scope, i.e., it was only focused
on programs’ benefit for young adults aged 21-24 years old. The number of beneficia-
ries who fulfilled these criteria is limited; thus, although the size of the sample is rela-
tively small, the results can be used as a basis for YCAB, and other microfinance
institutions when formulating future strategic direction. The use of dimensions other
than young adults’ independence in evaluating the programs may also be fruitful.
Future studies might consider looking at the longer-term horizon since the results of
the assessment on the impact and efficiency of these programs may differ. Evidence
shows that conclusions drawn when evaluating vocational training are not similar
when different time horizons are considered (see for example Forster and Bol 2018;
Choi, Jeong, and Kim 2019; Muja et al. 2019).

The second limitation stems from this study’s research design, which did not use
the experimental approach. Using this approach, where the sample is divided into dif-
ferent groups according to the intervention in this study (i.e. microfinance with and
without financial literacy training and different education programs) and examined
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before and after the interventions, one can establish the impact of these programs
more robustly. Hence, it is suggested that an experiment-longitudinal study could be
fruitful for those who would like to expand research on this topic.

Also, this study did not collect some information that actually can interfere with
the complex relationships between these programs and young adults’ independence.
Family-specific factors, such as parents’ attitude and education-related spending, the
availability of employment opportunities, and other environmental factors could be
considered by future studies.

In this study, the focus is young adults independence, and the sample is limited to
those who were aged 21-24 by the time the survey was conducted. Therefore, the
results of this study only reflect the short to intermediate-term impact of
the programs.
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