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Title: Microcredits increase risk of pastoralists’ livelihood in arid areas 

Aimed to help pastoralists to develop their livestock husbandry production and 

improve their adaptability to climate change to achieve the sustainable development, the 

microcredit loan system has been encouraged and developed by China’s governments. In Inner 

Mongolia, there are as many as 89% of pastoralist households have microcredits from banks in 

2015. However, the number of bankrupt households is likely increasing along with the 

microcredit system adopted widely. Based on the data collected from G Village in Inner 

Mongolia in 2014 and 2015, through qualitative analysis we studied whether or not the loan 

system increased bankrupt risk, if so, by using two-stage least square regression models we 

further explored how did it cause the bankrupt. The results showed that the current loan system 

did increase the household bankrupt risk, because the credit period and required repay time 

didn’t match the husbandry production cycle, therefore forced pastoralists to borrow usuries to 

repay bank loans and maintain production. Furthermore, we found that the households using 

usuries to repay bank loans mostly had smaller number of livestock which meant the households 

could not repay the usuries by the livestock selling in the fall, so they tended to increase bank 

loans in the coming year to repay the previous debt and continue the production which made 

them trap in a vicious cycle, thus the risk of bankruptcy increased. We suggested that the loan 

system should be redesigned to coincide with the animal husbandry production cycle and 

consider the unpredictable climate conditions in order to help pastoralists to adapt to the climate 

change and to escape the vicious cycle. This study provides contrast findings with the most 

researches on microcredit applications in rural development. It is particularly important for other 

arid areas of the world with highly variable climatic conditions to achieve sustainable 

development.


