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ABSTRACT 

Background:   

Banking policies, procedures and systems were not suitable and sufficient in early 

1980’s for poorer sections of society, which they used to borrow money from money 

lenders in unorganized manner. International Labour Organization (ILO) defined 

‘Microfinance is an economic development approach that involves providing 

financial services through institutions to low income clients’. NABARD has 

suggested alternative policies, procedures and systems for poorer and introduced 

microfinance in banking sector. Microfinance is the provision of broad range of 

financial services provided to poor and low income clients so as to help them to raise 

their income and standard of living. SIDBI has also evolved innovative schemes to 

finance MSMEs to boost contribution of this sector for economic development of 

Indian economy. The policy measures of Government of India and RBI helped 

speedy growth of Institutions providing financial services to poor people in rural and 

urban areas of India. 

The micro financing is regarded as tool for socio-economic upliftment in developing 

countries like India. According to the National Microfinance Taskforce 1999, 

‘Microfinance is  provision of  thrift, credit and other financial services and products 

of very small amounts to the poor in rural, semi-urban or urban areas for enabling 

them to raise their income levels and improve living standards’.  

Microfinance wave has extended small loans to poor people (in rural areas) for their 

different needs such as income generation, upliftment of family, self-employment, 

shelter and also provide benefits of savings, insurance etc., to facilitate poverty 

reduction through promotion of sustainable livelihoods and bring about women 

empowerment. There are several NGOs/ MFIs, community based self-help groups, 

private banks and co-operative credit societies providing financial and non-financial 

support to poor focusing their efforts to lift poor people out of poverty. 
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Aim:  

The MFIs evolved several micro financing models to suit needs of the poor people in 

rural and urban areas. To measure socio-economic impact of their efforts on 

individual/group beneficiaries is herculean task. The socio-economic impact studies 

become relevant when centre-centric approach is considered keeping in view 

structural symmetry in terms of operations and objectives of the Institutions offering 

financial services to needy unprivileged and under privileged people of the society. 

The focus of this study is cooperative credit societies providing micro-financing 

services to individual beneficiaries/members.  

Despite the apparent success and popularity of microfinance, no conclusive evidence 

yet exists that microfinance interventions of credit societies programs have positive 

effects on socio-economic status in selected areas e.g. in four districts of Gujarat state. 

The attention in this sector has now received from policy makers and private investors 

in recent years, the existing impact assessment need to be re-investigated; the 

robustness of claims that microfinance successfully alleviates poverty and empowers 

beneficiaries (especially women) must be scrutinized more carefully. Hence, this 

study revisits the evidence of microfinance services evaluations focusing on the 

technical challenges of conducting rigorous socio-economic effect analysis of 

microfinance services. 

Research Methodology: 

The Research Design of the study is a combination of Descriptive as well as 

Exploratory Research. Descriptive Research Design involved a pre planned and 

structured design by way of qualitative analysis through hypothesis testing and using 

survey method through a one-to-one approach. In the present study, a survey had 

been conducted through primary study of 600 beneficiaries/members of credit 

societies either as borrowers or non-borrowers in selected areas of four districts of 

Gujarat State. The surveyed respondents responses have been analyzed on pre defined 

socio-economic parameters. The hypothesis testing is carried out on data collected 

with statistical techniques such as Top Box Analysis, Spearman’s rho (correlation 

coefficient), Cronbach’s alpha test, Test for normality, Mann-Whitney U-Test, 

Levene’s test for equality of variances, Principal Component Analysis (PCA) and 
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Factor Analysis (FA). Additional information is gathered from Credit Societies 

Officials and Beneficiaries to get insight in to the problems, opportunities and 

challenges faced in implementation as part of exploratory research.  

Results:  

The testing of hypothesis has confirmed credit societies’ positive contribution for the 

surveyed respondents in upliftment of beneficiaries/members on pre-defined 

parameters in varying proportions. 

Conclusion:  

As a socio-economic vehicle of transformation, credit societies in selected areas of 

four districts played pivotal role. The process of transformation will be accelerated 

with constructive support from policy makers and regulators. Technology training at 

grass root level for the employees and beneficiaries and good corporate governance 

practices will play catalyst role for socio-economic transformation by Credit 

Societies. 

Scope for future research:  

This center centric and structured specific study can be extended to other districts of 

Gujarat and also in different states of India. The appropriate modification in 

structured questionnaires can be made for MFIs other than credit societies to evaluate 

their socio-economic contribution. Even parameter-wise stand alone studies can be 

carried out for impact assessment taking other parameters as constant.  

Key Words: 

Key Words:  Microfinance (MF), Microfinance Institutions (MFIs), Impact 

Assessment Studies (IAS), Credit Society(CS),Self-help Groups (SHG), SHG-Bank 

Linkage Programme (SBLP), National Bank for Agriculture and Rural Development 

(NABARD), Reserve Bank of India (RBI), Small Industries Development Bank of 

India (SIDBI), Below Poverty Line(BPL), National Rural Livelihood 

Mission(NRLM), Financial Inclusion(FI), Self help group promotion 

institutions(SHPIs), Non- Banking Financial Companies(NBFCs), SIDBI Foundation 

for Micro Credit (SFMC), Micro-Small and Medium Scale Enterprises (MSMEs). 
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Chapter-1 

Introduction 

1.1 What is Microfinance? 

 The concept of microfinance is not new.  Various savings and credit groups 

which had operated in different countries since centuries include the "susus" of 

Ghana, "chit funds" in India, "tandas" in Mexico, "arisan" in Indonesia, "cheetu" in 

Sri Lanka, "tontines" in West Africa, and "pasanaku" in Bolivia.  The concept of 

micro financing and self-employment activities in rural areas has developed 

considerably and it is working neither on domain / charity nor on subsidy. The 

emergence of informal financial institutions during 15th century in Nigeria who were 

the first to establish in Europe during the 18th century as a response to the enormous 

increase in poverty because of European wars during 1618 to 1648.  In 1720 first loan 

fund targeting poor people was funded in Ireland by Jonathan Swift.  

 

 Microfinance (MF), according to Mutua, Nataradol and Otero (1996) is “the 

provision of financial services to low-income poor and very poor self-employed 

people’. These financial services according to Ledgerwood (1999) generally include 

savings and credit but can also include other financial services such as insurance and 

payment services. Schreiner and Colombet (2001) defined MF as “the attempt to 

improve access to small deposits and small loans for poor households neglected by 

banks’’ Thus, MF involves the provision of financial services such as savings, loans 

and insurance to poor people living in both urban and rural areas who are unable to 

obtain such services from the formal financial sector. It is important to highlight 

difference between microcredit and microfinance.  

 

 According to Okiocredit (2005), microcredit is a component of MF in that it 

involves providing credit to poor, but also involves additional non-credit financial 

services such as savings, insurance, pensions and payment services. 

 To understand flow of micro finance to poor sections of society, we need to 

study problems faced by and prospects of micro finance organizations and their 

impact on society and poor people. The subject was developed with the growth and 

development of financial institutions (which includes banks and microfinance 

institutions) to fill the gap created by conventional financial institutions, it becomes 
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essential to understand the structure, working and regulatory measures of 

microfinance sector in the country.  There are different forms of business 

organizations such as sole proprietorship, partnership and joint stock Company having 

many differences among their formation, operation, capital investment as well as 

liabilities but one common similarity is that they all engage in business activities to 

earn profit for future survival and growth. But, there are certain organizations which 

undertake business activities with the prime objective of providing service to the 

members i.e. pool the available resources from the members, utilize these resources to 

generate the profit and share the profit among the members. This is the reward of a 

joint effort or co-operation.  

 

 The term co-operation is derived from the Latin word co-operari, where the 

word co means with and operari means to work. Thus, co-operation means working 

together. So those who want to work together with some common economic objective 

can form a society which is named as co-operative society. It works on the principle 

of self-help as well as manual and also provides support to members. There are 

different types of co-operative societies; one of them is co-operative credit society 

which provides financial support to its members. 

 

 The Rangarajan committee (2008) proposed Microfinance Services Regulation 

Bill of India (MSRBI) which defines microfinance services as “providing financial 

assistance to an individual or an eligible client, either directly or through a group of 

mechanism for small business, agriculture, allied activities, housing or any other 

prescribed purposes”.  

 

 MSRBI further defines Micro Finance Institution as “an organization or 

association of individuals including the purpose of carrying on the business of 

extending microfinance services such as society registered under Societies Regulation 

Act 1960, a trust created under the Indian Trust Act, 1880 and a cooperative society / 

mutual benefit society / mutually aided society  registered under any State enactment 

relating to such societies or any multistate cooperative society registered under the 

Multi State Cooperative Societies Act 2002.  
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1.2 Evolution of MF 

   

 Microcredit and MF are relatively new terms in the field of development; first 

coming to prominence in the 1970s according to Robinson (2001) prior to then, from 

the 1950s through to the 1970s, the provision of financial services by donors or 

governments was mainly in the form of subsidized rural credit programmes. These 

often resulted in high loan defaults, high loss and an inability to reach poor rural 

households (Robinson, 2001). 

 

 Robinson states that the 1980s represented a turning point in the history of MF 

in those MFIs such as Grameen Bank and Bank Rakayat Indonesia (BRI) show that 

they could provide small loans and savings services profitably on a large scale. They 

received no continuing subsidies, were commercially funded and fully sustainable, 

and could attain wide outreach to clients (Robinson, 2001). It was also at this time 

that the term “microcredit” came to prominence in development (MIX 2005). 

 

 The difference between microcredit and the subsidized rural credit 

programmes of the 1950s and 1960s was that microcredit insisted on repayment, on 

charging interest rates that covered the cost of credit delivery and by focusing on 

clients who were dependent on the informal sector for credit. It was now clear for the 

first time that microcredit could provide large-scale outreach profitably. The 1990s 

“saw accelerated growth in the number of MFIs created and an increased emphasis on 

reaching scale” (Robinson, 2001).  

 

 Dichter (1999) refers to the 1990s as “the microfinance decade”. MF had now 

turned into an industry according to Robinson (2001). Along with the growth in 

microcredit institutions, attention changed from just the provision of credit to the poor 

(microcredit), to the provision of other financial services such as savings and pensions 

(MF) when it became clear that the poor had a demand for these other services (MIX, 

2005)  

 

 The importance of MF in the field of development was reinforced with the 

launch of the Microcredit Summit in 1997. The Summit aims to reach 175 million of 

the world’s poorest families, especially the women of those families, with credit for 
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the self-employed and other financial and business services, by the end of 2015 

(Microcredit Summit, 2005). United Nations declared 2005 as the International Year 

of Microcredit. 

 

1.3 Microfinance Development & Regulatory Agencies 

1.3.1 Global Scenario 

1.3.1.1 Microfinance Information Exchange (MIX) 

 Microfinance Information Exchange (MIX) is a non-profit organization 

incorporated in 2002 with headquarters in Washington, DC and regional offices in 

Azerbaijan, India, Senegal, and Peru. MIX is the premier source for objective, 

qualified and relevant microfinance performance data and analysis. Committed to 

strengthening financial inclusion and the microfinance sector by promoting 

transparency, MIX provides performance information on microfinance institutions 

(MFIs), funders, networks and service providers dedicated to serving the financial 

sector needs for low-income clients. MIX fulfills its mission through a variety of 

platforms and one of the platform being the MIX Market. On MIX Market, they 

provide instant access to financial and social performance information covering 

approximately 2,000 MFIs around the world (http://www.mixmarket.org). 

 

1.3.1.2 Consultative Group to Assist Poor (CGAP) 

 CGAP is an independent research and policy organization dedicated to 

expanding access to finance for poor people around the world. Housed at the World 

Bank, CGAP was created in 1995 by a group of leading donors and practitioners with 

the mandate to develop and share best practices, set standards, and develop technical 

tools to support the development of the field. CGAP combines a pragmatic approach 

to market development with an evidence-based advocacy platform to advance poor 

people’s access to finance. Today, CGAP is supported by more than 30 development 

agencies and private foundations that share a common vision to foster development 

and alleviate poverty by advancing access to financial services. CGAP works toward 

a world in which poor people are considered valued clients of their country’s financial 

system. In their vision, microfinance will be integrated into mainstream financial 

systems that will eventually serve all the unbanked, including very poor and harder-

to-reach clients with ever more high-quality, convenient, and affordable financial 

services. Moreover, they view that all actors in the field will be more focused on 
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responsible finance, with the well-being and needs of clients at the center of strategy 

and operations (http://www.cgap.org; CGAP, 2012). 

 

1.3.1.3 Foundation for International Community Assistance (FINCA) 

 Based in Washington DC, FINCA provides financial services to the world's 

lowest-income entrepreneurs so that they can create jobs, build assets and improve 

their standard of living. It is an anti-poverty organization founded by Dr. John Hatch 

in 1984 whose work is aimed at creating employment, raising family incomes, and 

reducing poverty worldwide. The organization offers small loans and other products 

to those turned down by traditional banks, believing that even the poor have a right to 

financial services. With these loans, families can invest in, and build, their own small 

businesses and their income-earning capacity. Worldwide, their clients post 

repayment rates over 97 %. FINCA pioneered the “Village Banking Model” of credit 

delivery, now used by hundreds of organizations worldwide. FINCA programmes 

reach the poor in more diverse countries than any other microfinance provider. At 

present, FINCA operates Village Banking programs in 22 countries of Africa, 

Eurasia, the Greater Middle East and Latin America, serving nearly one million 

people, 70 % of whom are women (http://www.finca.org). 

 

 FINCA, after more than a quarter century of its leadership in the microfinance 

sector, is among the broadest and most comprehensive of today's microfinance 

networks. The organization is committed in providing the best possible service to the 

clients so that they can build successful businesses while ensuring that they are 

protected from uncertainty and vulnerability. FINCA has always focused its service 

on one key client group – those living at 50% below the poverty line and the rural 

poor (http://www.finca.org). 

 

1.3.1.4 Americans for Community Cooperation in Other Nations: (ACCION) 

 ACCION is a global non-profit organization dedicated to creating economic 

opportunity by connecting people to the financial tools they need to improve their 

lives. A world pioneer in microfinance, it was established in 1961 in 22 shanty towns 

in Venezuela and issued their first microloan in 1973. Over the years, ACCION has 

helped build 63 microfinance institutions in 32 countries on four continents – Africa, 

Asia, Latin America and the U.S. These institutions are currently reaching millions of 
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clients. The ACCION U.S. Network is the largest microfinance network in the 

country and since its beginning, has served hundreds of thousands of clients with 

loans and support (http://www.accion.org). 

 

1.3.1.5 Grameen Foundation 

 Grameen Foundation began in 1997 to harness the underappreciated strengths 

of the poor, an approach inspired by Nobel Laureate Professor Muhammad Yunus and 

the Grameen Bank in Bangladesh. Grameen Foundation helps the world’s poorest 

people reach their full potential. Their collaborative approach to poverty alleviation 

recognizes the multidimensional and complex nature of global poverty. They provide 

access to essential financial services and information on agriculture and health, 

assistance that addresses the specific needs of poor households and communities. 

They also develop tools to improve the effectiveness of poverty-focused Microfinance 

Organizations. Moreover, they also work with private sector companies, non-

governmental organizations, government agencies and others in order to achieve 

lasting impact in the regions where they work (Grameen foundation, 2012; Grameen 

foundation, 2013). 

 

 The organization is headquartered in Washington, D.C., with offices in the 

U.S., Africa, Asia, and Latin America and the Caribbean. They also work in the 

Middle East and North Africa through Grameen-Jameel Microfinance Limited, a joint 

venture, and in India through Grameen Foundation India, a wholly-owned subsidiary. 

(http://www.grameenfoundation.org) 

 

1.3.2 Indian Scenario 

1.3.2.1 RBI 

 The establishment of the Reserve Bank of India (RBI) in 1935 played an 

important role in addressing factors discouraging the flow of credit to the rural sector, 

absence of collateral among the poor, the high cost of servicing geographically 

dispersed customers and lack of trained and motivated staff. The policy response 

included special credit programmes for channeling subsidized credit to the rural 

sector, operationalising the concept of priority sector in the late 1960s and focusing 

attention on the credit needs of neglected sectors and underprivileged borrowers 

(Jones et al., 2007).  
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 RBI (2011) appointed Malegam Committee to probe into functioning of MFIs. 

In their report in July 2011 made recommendations to RBI for the effective and 

efficient functioning of MFIs in India. The highlights of committee’s 

recommendations are as follows: 

 

a. The need for Central Regulatory Authority to monitor MFIs. This role is to be 

entrusted to RBI. 

b. MFIs require registration with RBI. 

c. MFIs are to be registered as Companies only other than Companies registered 

under Section 25 of the Companies’ Act, 1956. 

d. Interest cap on MFIs’ borrowings i.e. Interest on MFIs borrowings not to 

exceed 24% per annum. 

e. Measures to curb multiple borrowings. 

f. Credit Information Bureau. 

g. No use Coercive methods of Recovery. 

h. Transparency in the functioning of MFIs. 

i. Customer Protection Code. 

j. Improvement in efficiencies of MFIs 

k. Support to SHGs/JLGs. 

l. MFIs to have corporate size. 

m. Corporate Governance of MFIs. 

n. Solvency Norms for MFIs. 

o. Need for competition. 

p. Lending to MFIs qualify as Priority Sector advance. 

q. Assignment and securitization of MFIs Assets. 

r. Funding of MFIs 

s. Monitoring of compliances by RBI. 

 

Microfinance Bill 2012 is put up in the Lok Sabha incorporating recommendations of 

Malegam Committee Report with certain modifications. 

 

1.3.2.2 SBI & Other Banks 

 State Bank of India was established in 1955 through the State Bank of India 

Act with the objective of extension of banking facilities on a large scale, more 
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particularly in rural and semi-urban areas. SBI, therefore, became an important 

instrument of extending rural credit to supplement the efforts of cooperative 

institutions. 

Further in 1969, 14 major commercial banks were nationalized, thus creating a huge 

expansion of the rural banking infrastructure and the second phase of institutional 

rural credit provision. The nationalized banks thus became important instrument for 

advancement of rural banking in addition to cooperatives and State Bank of India. The 

focus, thus, shifted from cooperatives as the sole providers of rural credit to a multi-

agency approach. During this period, the Lead Bank Scheme was introduced with 

district credit plans. The aggregation of district credit plans led to the State Credit 

Plan which was monitored by the State Level Banking Committee. The next step to 

supplement the efforts of cooperatives and commercial banks was the establishment 

of Regional Rural Banks in 1975 with a mandate to reach the poorest in credit 

deficient areas of the country (Jones et al., 2007). Thus, by the end of 1977, there 

emerged three separate categories of  institutions viz., cooperative banks, commercial 

banks and regional rural banks for providing rural credit, which is often described as 

the ‘multi-agency approach’ (Mohan, 2004). 

 

 But as a result of the top-down planning, little credit was flowing to the 

agricultural sector and a large proportion of rural population remained untouched by 

the banking system. This led the RBI to introduce Service Area Approach which is a 

bottom-up planning system. Under this approach, each specific bank branch has a 

specific geographical area of operation and the branch was required to conduct survey 

at the village level, to identify credit requirements and to make plans to meet any 

resource gap. The village level plans were then aggregated into block, district and 

state plans (Jones et al., 2007). 

 

 Further as a credit subsidization policy toward poverty stricken farming 

community, the Government sets up the Integrated Rural Development Programme 

(IRDP) in 1981 to direct subsidized loans to poor self employed through the banking 

sector (Fisher & Sriram, 2002). 
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1.3.2.3 NABARD 

 The major impetus to rural credit was provided by the establishment of the 

National Bank for Agriculture and Rural Development (NABARD) through an Act of 

Parliament in 1982. NABARD was set up as an apex development bank with a 

mandate to promote/supervise institutions and channel credit to rural areas. 

 

 NABARD was known before 1982 as an ARDC (The Agricultural Refinance 

and Development Corporation.) The ARDC established in 1963 by act of Indian 

parliament. The ARDC converted into NABARD on 12thJuly 1982. NABARD is set 

up by the Government of India as a development bank with the mandate of facilitating 

credit flow for promotion and development of agriculture and integrated rural 

development. The mandate also covers supporting all other allied economic activities 

in rural areas, promoting sustainable rural development and ushering in prosperity in 

the rural areas. With a capital base of Rs 2,000 crore provided by the Government of 

India and Reserve Bank of India, it operates through its head office at Mumbai, 28 

regional offices situated in state capitals and 391 district offices at districts. It is an 

apex institution handling matters concerning policy, planning and operations in the 

field of credit for agriculture and for other economic and developmental activities in 

rural areas. Essentially, it is a refinancing agency for financial institutions offering 

production credit and investment credit for promoting agriculture and developmental 

activities in rural areas.  

 

 NABARD is set up as an apex Development Bank with a mandate for 

facilitating credit flow for promotion and development of agriculture, small- scale 

industries, cottage and village industries, handicrafts and other rural crafts. It also has 

the mandate to support all other allied economic activities in rural areas, promote 

integrated and sustainable rural development and secure prosperity of rural areas. In 

discharging its role as a facilitator for rural prosperity, NABARD is entrusted with:  

a. Providing refinance to lending institutions in rural areas  

b. Bringing about or promoting institutional development and evaluating, 

monitoring and inspecting the client banks  

 

Pivotal Role of NABARD 

a. Acts as a coordinator in the operations of rural credit institutions  
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b. Extends assistance to the government, the Reserve Bank of India and other 

organizations in matters relating to rural development  

c. Offers training and research facilities for banks,  

d. Cooperatives and organizations working in the field of rural development  

e. Helps the state governments in reaching their targets of providing assistance to 

eligible institutions in agriculture and rural development  

f. Acts as regulator for cooperative banks and RRBs  

g. Extends assistance to the government, the Reserve Bank of India and other 

organizations in matters relating to rural development  

h. Offers training and research facilities for banks, cooperatives and 

organizations working in the field of rural development  

i. Helps the state governments in reaching their targets of providing assistance to 

eligible institutions in agriculture and rural development  

j. Acts as regulator for cooperative banks and RRBs 

 

1.3.2.4 SIDBI 

 Small Industries Development Bank of India (SIDBI) was set up by an Act of 

Parliament, as an apex institution for promotion, financing and development of 

industries in small scale sector and for coordinating the functions of other institutions 

engaged in similar activities. It commenced operations on April 2, 1990. SIDBI 

extends direct/indirect financial assistance to SSIs, assisting the entire spectrum of 

small and tiny sector industries on All India basis. The range of assistance comprising 

financing extension support and promotional, are made available through appropriate 

schemes of direct and indirect assistance for the following purposes: 

a. Setting up of new projects     

b. Expansion, diversification, modernization, technology up gradation, quality 

improvement, rehabilitation of existing units  

c. Strengthening of marketing capabilities of SSI units.  

d. Development of infrastructure for SSIs and  

e. Export promotion.  

 

 SIDBI continues its commitment to mainstream energy efficiency and 

environmental protection measures in its promotional, financing and development 

initiatives for the MSME sector. SIDBI’s responsible financing initiative is dedicated 
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towards furthering long-term sustainable and inclusive growth of the sector and 

contributing towards Nation-building.  

 

 SIDBI Foundation for Micro Credit (SFMC) was launched by the Bank in 

January 1999 for channelizing funds to the poor in line with the success of pilot phase 

of Micro Credit Scheme. SFMC's mission is to create a national network of strong, 

viable and sustainable Micro Finance Institutions (MFIs) from the informal and 

formal financial sector to provide micro finance services to the poor, especially 

women. Major steps initiated by GOI in the Union Budget 2010-2011 for micro and 

small sector are listed below: 

 

a. Extension of existing interest subvention of 2 per cent for one more year for 

exports covering handicrafts, carpets, handlooms and small and medium 

enterprises.  

b. High Level Council on Micro and Small Enterprises to be set up to monitor 

the implementation of the recommendations of High-Level Task Force 

constituted by the Hon’ble Prime Minister.  

c. The corpus for Micro Finance Development and Equity Fund doubled to 

Rs.400 crore in FY 2010-11.  

d. Appropriate Banking facilities to be provided to habitations having population 

in excess of 2000 by March, 2012.  

e. Insurance and other services to be provided using the Business Correspondent 

model. By this arrangement, it is proposed to cover 60,000 habitations.  

f. Augmentation of Rs.100 crore each for the Financial Inclusion Fund (FIF) and 

the Financial Inclusion Technology Fund, which shall be contributed by 

Government of India, RBI and NABARD. 

g. Limits for turnover over which accounts need to be audited enhanced to Rs. 60 

lakh for businesses and to Rs. 15 lakh for professionals. 

h. Limit of turnover for the purpose of presumptive taxation of small businesses 

enhanced to Rs. 60 lakh. 

i. Reduction in basic custom duty on rhodium (metal used for jewellery 

polishing), gold ore, key components used in production of microwave ovens, 

long pepper, asafetida,  replaceable kits used for household type water filter 

other than RO, corrugated box or cartons, latex rubber, etc. 
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1.4 Overview of Microfinance 

1.4.1 Global Scenario 

 Growth and performance of microfinance sector in the international arena 

during recent years has shown significant differences across different regions of the 

world (Puhazhendhi, 2013). This could be attributable to the fact that microfinance as 

a part of the overall financial sector is expected to be influenced directly or indirectly 

by the positive or negative changes that take place in the global economy or the 

regional financial markets. However, till date there is no systematic and 

comprehensive database available on MFIs around the world for measuring the 

changes that is happening in the microfinance sector. Moreover, there are no 

authoritative figures on key characteristics of the microfinance industry such as the 

number and size of MFIs, their financial position or the population served and of 

course, the task of providing a worldwide inventory of microfinance data is 

condemned to be partial and many MFIs will always be missing. Moreover, 

generation of systematic data on the microfinance industry has been complicated by 

several factors, including the informality and dispersion of MFIs, lack of consensus 

on the data needed and lack of universally accepted and clear-cut definitions of the 

products that qualify as microfinance or the boundaries of the industry (IMF, 2005). 

 

 Despite various drawbacks, there are independent datasets of varying quality 

and coverage that have been collected by different agencies such as Microfinance 

Information Exchange (MIX), the Savings Groups Information Exchange (SAVIX), 

the Microcredit Summit, the World Council of Credit Unions (WOCCU) and the 

World Savings Banks Institute (WSBI) (Ledgerwood et al., 2013). Amongst these 

agencies, MIX provides the largest cross-country database of MFIs around the world. 

It covers information of approximately 2,000 MFIs that serve more than 80 % of all 

known microfinance clients worldwide (MIX, n.d.; http://www.mixmarket.org). MIX 

reports that the MFIs currently operate in over 100 countries thereby serving more 

than 94 million clients across the globe (http://www.themix.org ). Further through 

various socio-economic linkages of the borrowers and their families, microfinance has 

impacted upon the lives of around one billion people in emerging markets and 

developing countries (Lutzenkirchen & Weistroffer, 2012). 
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 But the aggregate picture (disaggregated region wise) of microfinance as 

provided in the MIX database considerably underestimates the MFIs reach across the 

globe as compared with the Microcredit Summit Campaign Reports (Shetty, 2012). 

The reason for this under estimation of MFIs reach across the globe is attributable to 

the fact that as MIX collects data from non-regulated institutions, the information 

requested is geared more toward sustainable institutions with the capacity to report 

prescribed indicators on a consistent basis. Consequently, the majority of smaller 

MFIs, savings and credit cooperatives (SACCOs), and others do not participate in the 

reporting of their performance data to MIX (Ledgerwood at el. 2013). 

 

 The trends and progresses of microfinance in different regions of the world 

like Africa, East Asia and the Pacific, Eastern Europe and Central Asia, Latin 

America and the Caribbean, Middle East and North Africa and South Asia during 

2001 to 2011 have been compared to understand the direction of the movement in the 

sector. Moreover, understanding the trend and progress of microfinance in the 

international context assumes greater importance in the present day context in view of 

its significant influence on the Indian microfinance sector. 

 

 Data from the website of Mix Market i.e.  http://www.mixmarket.org for the 

period 2001 to 2011 has been collected for examining the trend and progress of 

microfinance in the world. There are also other evidences of using the Mix Market 

data for analyzing the trend and pattern of microfinance movement around the world. 

Srinivasan (2012) had used the Mix Market data (disaggregated region wise) for the 

period 2003-09 to study the developments in the world wide microfinance sector. He 

found that the overall trends show that microfinance has not been performing as well 

as it should have been. He further reports that the growth rates have abated and in fact 

there was a decline in the number of active borrowers in two out of six regions. In two 

others, the growth rates had plateaued out and only in South Asia there was 

continuing growth in number of active borrowers. Moreover, Puhazhendhi (2013) also 

analyzed the Mix Market data for the period 2003-10 to capture the direction of the 

movement of the sector among the different regions of the world. He observed that 

the number of MFIs had, by and large, shown an upward trend in almost all the 

regions of the world up to the year 2007 and 2008, after which the numbers have 

started dwindling in all the regions. 
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 Table 1.1 shows the growth of MFIs in different regions of the world during 

2001 to 2011. From the table, it is observed that in 2001, the total number of MFIs in 

the world was 310 but this has increased to 1,357 in 2011 thereby registering a growth 

rate of 15.9 %. But a comparison of the growth rate of MFIs in different regions of the 

world reveals that the East Asia and the Pacific region has the highest growth rate 

(24.4%) followed by South Asia region (23.8 %), Eastern Europe and Central Asia 

region (15.8 %), Latin America and the Caribbean region (15.7%), Middle East and 

North Africa region (13.5 %) and Africa region (10.4 %). 

 
Table –1.1 Growth of MFIs in the World – Region Wise  

Year Africa 

East 
Asia 

& 
the 

Pacific 

Eastern 
Europe  

& 
Central Asia 

Latin America 
& 

the Caribbean

Middle East  
& 

North Africa 

South 
Asia

Total

2001 111 23 47 87 16 26 310
2002 171 43 84 111 20 81 510
2003 194 93 155 164 29 134 769
2004 183 118 189 220 38 199 947
2005 243 140 220 275 42 215 1135
2006 255 167 242 307 48 209 1228
2007 241 156 235 369 52 168 1221
2008 270 168 290 388 63 199 1378
2009 322 183 246 388 69 240 1448
2010 288 177 231 401 68 236 1401
2011 299 204 203 375 57 219 1357

CAGR  
(2001- 2011) 

10.4 24.4 15.8 15.7 13.5 23.8 15.9

Source: http://www.mixmarket.org  

 

  



Chapter-1 Introduction 

15 

Table –1.2Growth of Number of Active Borrowers in the World – Region Wise 
(in millions) 

Year Africa 

East 
Asia 

& 
the 

Pacific 

Eastern Europe
& 

Central Asia 

Latin America
& 

the Caribbean

Middle East 
& 

North Africa 

South 
Asia

Total

2001 1.3 0.4 0.1 1.5 0.2 3.4 7.0 
2002 3.9 3.7 0.4 2.0 0.4 10.9 21.3

2003 4.0 4.6 0.7 3.5 0.5 13.5 26.8

2004 3.4 5.4 1.0 4.8 0.8 18.0 33.3

2005 4.3 9.6 1.3 7.8 1.2 24.5 48.8

2006 5.3 10.8 1.8 9.5 1.7 30.4 59.5

2007 6.2 8.8 2.4 12.2 2.3 36.2 68.1

2008 7.1 15.4 3.0 13.5 2.5 42.0 83.5

2009 10.8 14.3 2.8 14.8 2.5 52.2 97.5

2010 5.5 16.3 2.8 16.4 2.2 58.2 101.3

2011 299 204 203 375 57 219 1357
CAGR 

(2001- 2011) 
10.4 24.4 15.8 15.7 13.5 23.8 15.9

Source: http://www.mixmarket.org  

 

 Table –1.2 shows the region wise growth of number of active borrowers in the 

world during 2001 to 2011. From the table, it is observed that the number of active 

microfinance clients was 7 million in 2001 which has increased to 94.6 million in 

2011 thereby registering a compound annual growth rate of 29.7% Region wise 

comparison of the growth of number of active micro borrowers during the period 

under consideration reveals that the growth rates of the regions like East Asia and the 

Pacific, Eastern Europe and Central Asia and South Asia are higher than the overall 

growth rate whereas the growth rate of the other three regions like Africa, Latin 

America and the Caribbean and the Middle East and North Africa are lower than the 

overall growth rate. 

 

 Table -1.3 shows the region wise growth of gross loan portfolio in the world 

during 2001 to 2011. From the table, it is observed that the overall growth rate in the 

gross loan portfolio during the 11 year period under consideration is 46.6%. On the 

other hand, the region wise comparison of growth of gross loan portfolio reveals that 

only two regions, i.e., East Asia and the Pacific and Eastern Europe and Central Asia 

have the growth rate more than the overall growth rate of gross loan portfolio in the 

world. The other four regions i.e., Africa, Latin America and the Caribbean, Middle 
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East and North Africa and South Asia have the growth rate lower than the overall 

growth rate in the world. The regional growth rate ranges from as low as 29.2 % for 

Middle East and North Africa to as high as 77.8 % for East Asia and the Pacific. 

 

Table –1.3Growth of Gross Loan Portfolio in the World – Region Wise 
(in billion USD) 

Year Africa 

East 
Asia 

& 
the 

Pacific 

Eastern Europe
& 

Central Asia 

Latin America
& 

the Caribbean

Middle East 
& 

North Africa 

South 
Asia

Total

2001 0.3 0.1 0.1 1.2 0.1 0.2 1.9 

2002 0.6 1.5 0.6 1.4 0.1 0.7 4.9 

2003 0.7 0.9 1.3 2.7 0.2 1.0 6.6 

2004 0.9 1.1 2.2 4.1 0.3 1.4 10.0

2005 1.2 3.9 3.1 7.5 0.4 2.0 18.1

2006 1.6 4.9 5.0 10.4 0.6 2.7 25.1

2007 2.9 3.2 7.9 14.9 1.0 3.8 33.6

2008 3.7 8.4 10.1 15.8 1.2 5.1 44.3

2009 4.9 31.3 8.8 19.8 1.3 7.8 73.9

2010 5.0 39.1 9.1 23.7 1.3 9.2 87.4

2011 7.8 31.6 10.3 27.9 1.3 7.9 86.9
CAGR 

(2001- 2011) 
38.5 77.8 59.0 37.0 29.2 44.4 46.6

Source: http://www.mixmarket.org  

 

1.4.2 Indian Scenario  
 The players in the Microfinance sector can be classified as falling into three 

main groups: 

a. The SHG-Bank linkage Model accounting for about 58% of the outstanding 

loan portfolio  

b. Non-Banking Finance Companies accounting for about 34% of the 

outstanding loan portfolio  

c. Others including trusts, societies, etc, accounting for the balance 8% of the 

outstanding loan portfolio 

 

1.4.2.1 SHG Bank Linked Programme (SBLP) 

 In recent years, microfinance has gained growing recognition as an effective 

tool in improving the quality of life and living standards of the poorest of the poor. 

This recognition has given rise to a movement that now has a global outreach and has 

penetrated in the remote rural areas, besides slums and towns. Microfinance is the 
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provision of financial services such as saving, loans and insurance for the poor 

segment of the society who are unable to obtain such services from the formal 

financial sector. In India, NABARD found that Self Help Group (SHG) linkage model 

suits best in the Indian conditions where a vast network of rural bank branches exists 

and as because microfinance is gathering momentum to become a significant force in 

overall financial system. The lending to rural people especially to women through 

SHG approach without collateral has become an accepted feature of rural finance in 

India. 

 

 The origin of modern microfinance movement in India can be traced back to 

the 1970s when initiative was undertaken by Ela Bhatt for providing banking services 

to the poor women employed in the unorganized sector of Ahmedabad city in Gujarat. 

To this end, SEWA (Self Employed Women’s Association) Shri Mahila Sahakari 

Bank was set up in 1974 by registering it as an urban cooperative bank. Since then the 

bank has been providing banking services to self-employed working poor people like 

hawkers, street vendors and domestic servants, etc. (Rao, 2008). This MFI model has 

not been replicated elsewhere in the country, though the Working Women’s Forum 

(WWF) was promoting working women’s cooperative societies in Tamil Nadu since 

1980. Shreyas in Kerala has been actively involved in microfinance operations since 

1988 with the objectives of promoting people’s cooperatives, inculcating habits of 

thrift and self-managing a people’s bank (HDFC, 1997). The basic aim of these 

movements was to alleviate poverty by delivering financial services to the poor so 

that they can have an asset base and initiate income generating activities (Guha, 

2010). 

 

 Over the years, the efforts of these organizations were better realized by the 

deprived sections when their capacities are also enhanced along with access to 

financial services. In the 1980’s, while looking for supplementary credit delivery 

mechanism to extend the outreach of the financial institutions, the National Bank for  

Agriculture and Rural Development (NABARD) observed that if the traditional 

approach to extend financial services to the deprived sections through self-help could 

be linked to the financial might of financial institutions, it could revolutionaries the 

financial sector in the country and open doors for extension of a variety of financial 

services to the poor through a structure owned and managed by the poor themselves 
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(NABARD, 2011a). This led to NABARD’s involvement in promoting microfinance 

through the concept of self-help started in 1987 when it first put funds into the 

SHG/SAG movement. In this year, it provided MYRADA with a grant of 1 million 

Indian rupees from its R&D Fund for providing seed money to the Credit 

Management Groups promoted by it. As a result of the positive feedback from this 

initiative, NABARD in 1989 launched an action research project in which similar 

grants were provided to other NGOs working in the field. This project turned out a 

great success and these initial experiences led to the emergence of Self Help Group – 

Bank Linkage Model that could be used by the banking system for increasing their 

outreach to the poorest of the poor, hitherto being by-passed by them. The basic 

philosophy of the SHG-Bank Linkage Model promoted by NABARD is to establish 

synergy between the banks, who have the financial strength and the NGOs, who have 

the ability to mobilize the poor and build-up their capacity, to avail loans from the 

banks (Puhazhendhi & Satyasai, 2000). The model envisages forming small, cohesive 

and participative groups of the poor, encouraging them to pool their savings regularly 

and using the pooled thrift for small interest bearing loans to their members, and in 

the process learning the basic principles of financial discipline. The SHG concept is 

unique because of several factors as mentioned by Jindal (2008) in his work. These 

are outlined below: 

 

 First, it is built around both formal and informal systems.  

 Second, it seeks to promote both social capital and financial capital that are 

prerequisites for any meaningful development. 

 Third, it allows for flexibility (in interest rates, repayment schedules, 

installment size, etc.) around certain core principles.  

 Fourth, it allows for interaction between professionalism of bankers and 

wisdom and local knowledge and experience of the group. 

 

 It was in this scenario that the SHG-Bank Linkage Programme (SHG-BLP) 

was formally launched by NABARD as a Pilot Project in 1992. Initially the pilot 

project started with a target of linking 500 Self Help Groups with banks wherein the 

banks will provide access to the group members for their savings on regular basis 

while also providing credit to the group to meet the emerging credit needs of its 

members. The pilot project was very successful and today it is recognized as an 
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effective tool for extending access to formal financial services to the unbanked rural 

poor (Guha, 2010). Encouraged by positive results, Reserve Bank of India (RBI) 

advised banks in 1996 to mainstream it. The programme acquired national priority 

from 1999 onwards. With support from both the Government of India and the Reserve 

Bank of India, NABARD successfully spearheaded the programme through 

partnership with various stakeholders in the formal and informal sector. 

 

 Today, this unique initiative in India has about 4,000 partners and has 

blossomed as a decentralized, yet most cost effective and fastest growing 

microfinance initiative in the world, enabling about 97 million poor household’s 

access to sustainable financial services from the banking system. The institutional 

credit outstanding against the SHGs as at end of March 2011 exceeded Rs. 31,200 

crore – an experiment which has no parallel anywhere else in the world (NABARD, 

2011a). The importance and relevance of the SHG-Bank linkage programme in 

India’s rural development has also been accepted by the Government of India as a 

novel approach for reaching and empowering the unreached and under-served poor, 

and the Government of India have since declared the programme as a national priority 

(Puhazhendhi & Satyasai, 2000). In spite of certain turbulence surfaced in the recent 

past in the microfinance sector mainly due to the lack of discipline by very few 

stakeholders, the SHG-Bank Linkage Programme has been growing impressively and 

it undoubtedly, is the main microfinance programme in India (NABARD, 2011a; 

Satish, 2008). Moreover the impressive performance under SHG-BLP prompted other 

developmental agencies like the Government Departments to depend heavily on such 

groups to take the development efforts forward. A large number of service deliveries 

of the Government Departments are now contracted to SHG members in preference to 

private contractors which are largely prompted by their devotion and efficiency 

(NABARD, 2013a). 

 

Credit Delivery Models under SHG-BLP 

 Initially, SHG-BLP was operational under three different delivery models for 

providing microfinance services to the unbanked poor. These three models of credit 

linkage of SHGs with banks showed the following trend as on 31st March, 2006.  

 



Chapter-1 Introduction 

20 

 Model I : Banks facilitate SHG formation and provide savings and credit 

linkage directly to SHG. Up to March 2006, 20 % of the total numbers of SHGs 

financed were from this category (NABARD, 2006).  

 Model II : NGOs or other SHPIs facilitate the SHG formation and banks provide 

the savings and credit linkage to SHGs. This model continues to have the major 

share, with 74 % of the total number of SHGs financed up to 31 March 2006 falls 

under this category (NABARD, 2006).  

 Model III : Banks lend to MFIs and MFIs facilitate the group formation and on 

lend to SHGs. The share of cumulative number of SHGs linked under this model 

up to March 2006 continued to be relatively small at 6 % (NABARD, 2006). 

 

While banks and NGOs facilitate SHG formation, the reporting of credit linkage of 

SHGs is under SHG-Bank Linkage Model and MFI-Bank Linkage Model since 2006-

07. From this year, SBLP follows a two model strategy where the focus is on credit 

linkage to SHGs (Guha, 2010). The newly defined models of credit linkage are: 

 

 Model I : SHG-Bank Linkage Model where the SHGs are directly financed by 

banking agencies viz. Commercial Banks (Public Sector and Private Sector), 

Regional Rural Banks (RRBs) and Cooperative Banks. In this model, the 

financing banks extend services like savings and credit to the groups directly 

while other stakeholders like NABARD, NGOs, Government Departments, 

Insurance providers, etc. extend support services including organization, nurturing 

of groups and also the capacity enhancement of their members.  

 Model II : MFI-Bank Linkage Model where banks lend to Micro Finance 

Institutions (MFIs) for on-lending to SHGs and other small borrowers covered 

under microfinance sector.  We now look at the model wise credit accessed by 

SHGs.  

 Table–1.4below shows the details. It can be seen that majority of the SHGs 

were linked under the Model II under SBLP up to 2006. But if we compare the 

growth rate amongst these three models, the Model I was in the lead position (growth 

rate of 67.17%) followed by Model II (growth rate 52.55%) and Model III (growth 

rate 35.86%). It appears that NGOs and other SHPIs have helped banks to increase the 

outreach under SBLP. The overall outreach was growing at a rate of 53.37 % per 

annum during the period from 2001 to 2006.However, after 2006, it can be seen that 
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the earlier envisioned three different models of linkage were restructured into two 

different models as explained above.  

 

Table –1.4: Model Wise Distribution of Bank Linked SHGs in India  
(2000-2001 to 2005-2006) 

Year Model I Model II Model III 
Cumulative  

Total 
2000-01 34297 200507 29021 263825 
2001-02 73836 346109 41533 461478 
2002-03 143472 516499 57389 717360 
2003-04 215818 776946 86327 1079091 
2004-05 339876 1165288 113292 1618456 
2005-06 447713 1656338 134314 2238565 
CAGR 

(2000-01 to 2005-06) 
67.17% 52.55% 35.86% 53.37% 

Source: Guha (2010). 
 

 Table –1.5 also shows the progress of these two different models till 2010-11. 

Here it is observed that the number of SHGs linked with the banking sector under 

newly defined Model I has reached to 74.62 lakh SHGs as on 31st March 2011 from 

41.60 lakh SHGs as on 31st March 2007 having a growth rate of 15.72%. On the 

other hand, the number of MFIs in Model II has grown at the rate of 43.23% for the 

same period under consideration 

 

Table 1.5: Model Wise Distribution of Bank Linked SHGs in India  
(2006-07 to 2010-11) 

Year Model I Model II 
2006-07 4160584 550 
2007-08 5009794 1109 
2008-09 6121147 1915 
2009-10 6953250 1513 
2010-11 7461946 2315 
CAGR 

(2006-07 to 2010-11) 
15.72% 43.23% 

Source: Guha (2010) 

1.4.2.2 SIDBI Assistance  

 Through a comprehensive range of financial and non financial assistance, 

SIDBI has worked with and through large a large number of Micro finance 

Institutions (MFIs) who have been incubated, nurtured and strengthened to reach out 

rural pockets. SIDBI is committed to attain the national goal of a broad- based 

equitable and inclusive growth by providing micro credit through MFIs for on lending 
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to the bottom of the pyramid segment of the society with special thrust on un-served 

and under- served regions of the country. 

 

 SIDBI had initiated micro finance activities in the year 1994 with the objective 

of providing revolving fund assistance to select well managed Non-Governmental 

Organizations (NGOs) for on-lending to the poor including 

SC/ST/OBC/Minorities/Women for setting up micro enterprises. The cumulative 

assistance including loans, equity and quasi-equity (but excluding assistance under 

India Microfinance Fund) disbursed under SIDBI’s micro finance initiatives up to 

March 31, 2015 aggregated Rs.9366 crore benefiting 3.32 crores persons, mostly 

women, with majority of beneficiaries belonging to SC,ST, OBC and minority 

community. 

1.4.3 Gujarat Scenario 

1.4.3.1 SHG-bank linked Programme (SBLP) 

 Table –1.6 shows performance of SHGs in Gujarat versus other states and All 

India in terms of savings as on 31 March 2011. Gujarat ranks 12slightly below 

national average in terms of per SHG linked saving performance  
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Table –1.6 Performance of SHGs  Gujarat v/s Other States and All India 
(savings as on 31st March 2011) 

Sr. No. States No. of SHGs 
Saving Amount 

(Resin lakh) 
Per SHG Saving 

(Rs) 
Rank 

1 Haryana 35319 9920.45 28088 1 

2 Karnataka 564545 96502.87 17094 2 

3 Jharkhand 87205 14195.76 16279 3 

4 West Bengal 666314 80314.14 12053 4 

5 Pondicherry 22081 2430.87 11009 5 

6 Punjab 40919 4385.16 10717 6 

7 Tamil Nadu 943098 99723.87 10574 7 

8 New Delhi 3095 323.55 10454 8 

9 Chandigarh 964 100.66 10442 9 

10 Goa 7926 818.73 10330 10 

11 Tripura 34312 3395.30 9895 11 

All India 7461946 701630.28 9403 

1 Gujarat 192834 17303.13 8973 12 

2 Uttrakhand 44295 3965.37 8952 13 

3 Andhra Pradesh 1466225 130780.22 8920 14 

4 Kerala 493347 42143.58 8542 15 

5 Maharashtra 760161 64779.27 8522 16 

6 Uttar Pradesh 470157 36269.56 7714 17 

7 Madhya Pradesh 153817 11674.09 7590 18 

8 Chhattisgarh 118167 8428.99 7133 19 

9 Himachal Pradesh 53113 3708.50 6982 20 

10 Jammu & Kashmir 5569 387.14 6952 21 

11 Orissa 521152 35354.72 6784 22 

12 Lakshadweep 164 10.36 6317 23 

13 Sikkim 2811 168.94 6010 24 

14 Rajasthan 233793 14031.70 6002 25 

15 Bihar 248197 10857.31 4374 26 

16 Mizoram 4592 178.11 3879 27 

17 Nagaland 9866 362.99 3679 28 

18 Meghalaya 10653 376.12 3531 29 

19 Assam 245120 8196.60 3344 30 

20 Arunachal Pradesh 7079 186.31 2632 31 

21 A&N Is lands(UT) 4750 115.68 2435 32 

22 Manipur 10306 240.23 2331 33 
Source: NABARD (2011a) 

 

Table –1.7 shows performance of SHGs in Gujarat versus other states and All 

India in terms of Bank Loans disbursed as on 31 March 2011. Gujarat ranks last at 

33far below national average in terms of per SHG linked disbursed bank loan 

performance though it ranked 12 slightly below national average in terms of SHG 

linked savings performance. 

 



Chapter-1 Introduction 

24 

Table: 1.7 Performance of SHGs in Gujarat v/s other states and All India  
(Bank Loans disbursed as on 31 March 2011)

Sr. 
No
. 

States 
No. of 
SHGs 

Bank Loan disbursed 
(Resin lakh) 

Per SHG Bank Loan 
disbursed (Rs) 

Ran
k 

1 Pondicherry 4016 7896.96 196139 1 

2 Andhra Pradesh 367420 620918.87 168994 2 

3 Karnataka 90342 137435.43 152128 3 

4 Madhya Pradesh 7767 11533.26 148491 4 

5 Himachal Pradesh 5293 7329.43 138474 5 

6 Uttar Pradesh 28430 38425.05 135157 6 

7 Tamil Nadu 191469 255622.18 133506 7 

8 Uttrakhand 3679 4897.53 133121 8 

9 Haryana 4789 6243.46 130371 9 

10 Jharkhand 11286 14332.75 126996 10 

11 Punjab 2648 3220.83 121633 11 

  All India 
119613

4 
1454773.19 121623 

 
1 Tripura 6015 6835.96 113649 12 

2 Chandigarh 74 84.08 113622 13 

3 New Delhi 344 381.76 110977 14 

4 
Jammu & 
Kashmir 

622 677.26 108884 15 

5 Kerala 72761 77768.62 106882 16 

6 Bihar 32024 32204.76 100564 17 

7 Maharashtra 63296 51226.89 80932 18 

8 Orissa 71843 57492.17 80025 19 

9 Nagaland 657 519.74 79108 20 

10 Assam 29094 22715.61 78077 21 

11 Goa 3058 2364.36 77317 22 

12 Rajasthan 28723 19815.29 68988 23 

13 Mizoram 420 286.92 68314 24 

14 Meghalaya 1113 758.86 68181 25 

15 Chattisgarh 8858 5899.24 66598 26 

16 A&N IL (UT) 559 330.91 59197 27 

17 Sikkim 331 174.51 52722 28 

18 Manipur 721 351.64 48771 29 

19 
Arunachal 
Pradesh 

956 452.41 47323 30 

20 Lakshadweep 14 6.50 46429 31 

21 West Bengal 131912 57589.80 43658 32 

22 Gujarat 25600 9000.15 35157 33 
Source: NABARD (2011a) 

 

 Table –1.8 shows performance of SHGs in Gujarat versus other states and All 

India in terms of Bank Loans outstanding as on 31 March 2011. 

 

 



Chapter-1 Introduction 

25 

Table –1.8 Performance of SHGs in Gujarat v/s other states and All India  
(Bank Loans outstanding as on 31 March 2011) 

Sr. 
No. 

States 
No. of 
SHGs 

Bank Loan Outstanding 
(Resin lakh) 

Per SHG Bank Loan 
Outstanding (Rs) 

Rank 

1 Mizoram 311 620.49 199514 1 

2 Pondicherry 7393 9430.26 127557 2 

3 Chandigarh 209 237.56 113665 3 

4 Haryana 19369 19826.80 102364 4 

5 New Delhi 657 618.58 94152 5 

6 Karnataka 252613 224612.02 88915 6 

7 Kerala 178211 157274.98 88252 7 

8 Andhra Pradesh 1693792 1336912.29 78930 8 

9 Uttar Pradesh 214331 169100.15 78897 9 

10 Tamil Nadu 574385 452624.21 78802 10 

11 Punjab 11201 7937.51 70864 11 

All India 4786763 3122116.55 65224 

1 Himachal Pradesh 25116 15994.64 63683 12 

2 Madhya Pradesh 63289 37953.07 59968 13 

3 Uttrakhand 18647 10693.13 57345 14 

4 Jammu & Kashmir 2163 1159.29 53596 15 

5 Tripura 20778 10304.98 49596 16 

6 Rajasthan 90393 44540.04 49274 17 

7 Goa 9446 4597.13 48667 18 

8 Orissa 335041 157948.10 47143 19 

9 Assam 111589 51470.27 46125 20 

10 Maharashtra 232835 104481.81 44874 21 

11 Manipur 4561 2036.73 44655 22 

12 Jharkhand 72422 32197.28 44458 23 

13 Nagaland 4326 1895.58 43818 24 

14 Meghalaya 3412 1484.54 43509 25 

15 Bihar 194244 79603.41 40981 26 

16 Sikkim 1734 700.44 40394 27 

17 Lakshadweep 14 5.53 39500 28 

18 Arunachal  Pradesh 3310 1012.06 30576 29 

19 Chhattisgarh 62605 18793.17 30019 30 

20 West Bengal 501284 149924.65 29908 31 

21 A & N Islands (UT) 2542 581.76 22886 32 

22 Gujarat 74540 15544.09 20853 33 

Source: NABARD (2011a) 

 

As against national average of outstanding per SHG, Gujarat average outstanding per 

SHG is far better, though Gujarat average per SHG disbursed loan is lowest amongst 

all states in India. This means Gujarat is relatively small beneficiary of SHG linked 

bank credit scheme. However, vibrant and developed cooperative credit society’s 



Chapter-1 Introduction 

26 

structure in Gujarat performed pivotal role in meeting requirement of funds for small 

and marginal borrowers in Gujarat. In 2008, Maharashtra & Gujarat together 

accounted for almost 50% of credit societies and 56% of non-credit societies in India. 

 

1.4.3.2 SIDBI  

According to Dr. J.D.Savaliya (2016)   financial assistance disbursed during 1999-

2000 to 2004-2005 to SSI units of Gujarat is Rs.6034.8 crore as against the sanctioned 

amount of Rs.9657.1 crore. State wise assistance sanctioned and disbursed by SIDBI 

during the period of 1999-2000 to 2004-05 indicates that the SIDBI has sanctioned 

and disbursed maximum amounts to the State of Maharashtra and followed by Tamil 

Nadu and Gujarat.  

The assistance has helped SSI units’ impressive growth in Gujarat. 

 

1.4.3.3 Co-operatives in Gujarat:  

Prominent player of microfinance in co-operative sector is Self-help Women 

Association (SEWA).  SEWA’s experience in Gujarat encouraged workers in other states as 

well. Thus, SEWA organizations were set up for informal women workers in other states. 

Currently SEWA is active in nine states of India. Together, these sister concerns of  SEWA’s 

form SEWA Bharat, a Federation, with the mandate to highlight the issues of women working 

in the informal sector, and to strengthen the capacity of the different organizations that serve 

them. SEWA Bharat is India’s largest membership based organization for women working in 

the informal sector. SEWA began organizing workers in the villages of Ahmedabad 

district from 1979. Gujarat government had announced minimum wages for 

agricultural laborers.  

 

Initially, rural workers of SEWA were organized to execute traditional union strategy 

nothing but struggle for minimum wages. The organizers of these unions were 

attracting legal cases followed. As a result of the union action the village women who 

constitute total village work force lost whatever low paid work they had, forget about 

getting any compensation. From these experiences, SEWA learned some hard lessons 

which became basis for obtaining capacity and power to bargain. However, the 

workers in these areas had neither the power to bargain nor withstanding power.  The 

workers in this area were weak and vulnerable due to unemployment as also they 
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were unorganized.  SEWA designed following strategies to help poor people in rural 

areas 

 

Livelihood activities are structured according to local needs and regional members 

have formed cooperatives or producer groups for variety of activities such as 

conservation, dairy production, craft work, reforestation and salt farming, within local 

conditions. The spearhead team consists of 80% local SEWA organizers. The team 

leaders (aagewans) are selected on the criteria of their working with SEWA. 

Spearhead team members, or ‘barefoot managers’ undergo training in administration, 

financial management and the technical aspects of their activity. The Table – 1.9 

reflects immense contribution of SEWA in growth of cooperative sector in Gujarat. 

 

Table -1.9 SEWA Membership Growth Trend 
Year 2009 2010 2011 2012 2013 2014 2015 

All India Membership 
125694

4 
132575

2 
135149

3 
173272

8 
191967

6 
183655

0 
146450

6 

Gujarat Membership 631345 735191 826883 919712
101022

4 
101084

9 
734729

Percentage of Gujarat 
Membership to All India 
Membership 

50.23% 55.45% 61.18% 53.08% 52.62% 55.04% 50.17%

Source: Annual Report 2015 of SEWA 

 

1.5 Providers of Microfinance 

1.5.1 Global Scenario 

 Forbes (2007), ‘first-ever list of the World’s Top 50 Microfinance Institutions 

were chosen from a field of 641 micro-credit providers. The list was prepared by the 

Microfinance Information Exchange (MIX) (www.themix.org) under the direction of 

Forbes magazine (Appendix – A).To qualify, the institutions must have made 

available their audited financials and must have passed review by a Forbes panel of 

advisers.  

 

 The  Table –1.10 gives the rank (out of 641) for the top institutions according 

to scale, which is based on the size of their gross loan portfolio; efficiency, which 

considers operating expense and the cost per borrower as a percent of the gross 

national income per capita of their country of operation; risk, which looks at the 

quality of their loan portfolios, measured as the percent of the portfolio at risk greater 
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than 30  days; and return, which is measured as a combination of return on equity and 

return on assets. Each category is equally weighted for an institution’s overall 

ranking.  

 

Table – 1.10 Forbe’s List of  Indian MFIs (2007) 
(MFIs ranked in terms of their gross loan portfolio) 

Sr. 
No. 

MFIs in India 
State of  

Operations 
1 Bandhan( Society  and NF BC) West Bengal 
2 Microcredit Foundation of India(Madura Microfinance) Tamil Nadu 
3 Saadhana Microfin Society Andhra Pradesh
4 Grameen Koota Karnataka 
5 Sharda  Women Association for Weaker  Section Andhra Pradesh
6 Asmiitha Microfin Limited Andhra Pradesh
7 SKS Microfinance Limited Andhra Pradesh

 

1.5.2 Indian Scenario 

 After a gap of more than five years, CRISIL (2014) - India’s leading agency 

for microfinance ratings released its updated list of more than top MF companies in 

India titled India’s 25 Leading MFIs for the years 2014-2015.  

 

 The report ends with a list of top 25 emerging MF companies in India who 

still have small asset base and portfolio compared to top 25 but could scale up in the 

long run to join the league of big MFIs (Appendix – B).   

 

 CRISIL has been associated with Indian Microfinance Sector for more than a 

decade and its ratings of more than 60 Indian MFIs which account for more than 70% 

of loans outstanding in the Indian Microfinance Sector. According to CRISIL MFIs 

are set to report growth and their loan assets are likely to reach Rs.35000 crore by 

March 2015.The previous ranking of MFIs was released by CRISIL(2009) titled 

India’s Top 50 MFIs (Appendix – C).   

 

 CRISIL Ratings for 2014-2015 covers MFIs incorporated as companies as per 

regulatory framework for MFIs in India. Therefore, leading 15 Co-operative Societies 

/ Trusts / Associations primarily engaged in MF are not mentioned in their list, though 

their names figured in their earlier report of 2009 (Appendix – D). 
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1.5.2 Gujarat Scenario 

 Sa-Dhan(2014), Association of Community Development Finance Institutions 

published directory of 268 leading MFIs in India in which  following 7 leading MFIs 

in Gujarat  find its place.  

 

Table – 1.11 Leading MFIs in India 
Sr. 
No. 

Leading MFIs in Gujarat 

1 Aman Financial Services Limited- NFBC 
2 Disha Microfin Pvt.Ltd.- NFBC 
3 M Power Microfinance Pvt. Ltd.- NFBC 
4 Pahal Financial Services Pvt. Ltd.- NFBC 
5 Prayas- Trust 
6 Shri Mahila Sewa Sahakari Bank Ltd (SEWA Bank)- Cooperative 
7 The Saath Saving and Credit Co-op. society Ltd. - Cooperative 

 

 In the above list only two leading co-operatives structured entities in Gujarat 

find their place namely Shri Mahila Sewa Sahkari Bank Limited (SEWA Bank) and 

The Saath Saving and Credit Co-operative Society Limited.  

 

1.6 Microfinance Models 

 

 The concept of microfinance involves informal and flexible approach to the 

credit needs of the poor and as such there is no single approach or model that can fit 

in all circumstances. As a result, a number of microfinance models/methodologies 

emerged from its inceptions and according to the needs in different countries and 

states, according to the suitability to their local conditions, for extending credit and 

other financial services to the poor people. Again, the models which are already in 

operation and considered as accepted models of microfinance, have been found with 

some changes/modifications in different functional areas for extending better service 

to the clients of microfinance in our country and also in other parts of the world, but 

the researchers made modest efforts to explain the models with care, giving due 

Weightage to their basic features and functional modifications. Various popular 

models of microfinance are as follows: 
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1.6.1 Comilla Model 

 This is one of the oldest models of microfinance and is used in the project 

coined by Akhtar Hameed Khan in 1950, in East Pakisthan (later to become 

Bangladesh). In Khan’s Comilla Model, microcredit was disbursed to the poor rural 

communities through village and sector based cooperatives. The basis of this model 

was to have an alternative financial service (i.e. loan/credit) to the rich moneylenders 

and traders and to help the poor from usurious interest rates charged by them. There 

were many positive aspects to the ‘Comilla Model’ such as, the solidarity generated 

within the cooperatives, a feature that was also projected out into the community. The 

model failed to flourish as much as had been hoped due to Pakistani government 

interference, elite capture etc. but Comilla Model provided an obvious reference point 

for Yunus contribution in the field of microfinance, (Bateman, 2010). 

 

1.6.2 Grameen Model 

 This model was initially promoted by the well -known Grameen Bank of 

Bangladesh, which holds an iconic position in the world of microfinance. It is 

attributed with providing that ‘the poor are bankable’. The Grameen model has been 

replicated in more than 40 countries in Asia, Africa and Latin America with 

modifications to suit local conditions and cultures. The unique features of this model 

are: 

 A group of 5 (five) members; 

 Mandatory contribution to group savings and insurance fund; 

 Individual saving and loan account with bank and avail individual loan after a 

fixed period of time; 

 No joint liability of members for other members or guarantee for loan 

repayment of other members in case of default; 

 Repayment responsibility solely rests on the individual members; 

 Loans are provided for six months to one year duration; 

 Loan repayments are made weekly; 

 Bank staff maintains individual records of group members; 

 

 The problems with this model are, members of the group remain dependent on 

the bank staff / field officers for records maintenance and others group related 

activities and that cease empowerment of members, the problems faced by Grameen 
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Bank in late 1990s insisted to develop new approach and Md. Yunus announced the 

launch of Grameen-II replacing the earlier products by a new range of different terms. 

[(Sinha, 2003); (Yunus, 2007) ;( Bateman, 2010); (Hulme, 2009)].The main elements 

of Grameen -II are: 

 Major focus on savings, includes voluntary savings, term deposits, Grameen 

Pension Scheme (GPS) 

 Provision for ‘flexible basic loans ‘repayment period 3 to 36 months (Rather 

than Grameen-1 12 months) 

 Introduced ‘Joint Liability’, the concept of social collateral.  

 Poverty focused loans to beggars, struggling members and encourage them to 

join Grameen bank centers.  

 

1.6.3 SHG (Self-help Group) Models 

 This is one of the most popular models of microfinance and the only 

dominating model in India. SHG is a unique concept of forming unit of a group of 

people; especially women for their self help and mutual help with the concept of 

‘saving first then borrowing’, basically, for raising the poor section of people out of 

poverty and to save them from moneylenders and from their vicious circle of 

complexity. It is a group approach of people with homogeneity characters and 

considered as a better platform for the poor and vulnerable sections of the society to 

organize themselves around regular savings and lending behaviour as well as to get 

engaged in some income generating activities. As financial service delivery model, 

the SHG approach is unique; it has emerged as a clearly superior model compared to 

the Grameen or MFI models (Srinivasan, 2008).Broadly under SHG Models, three 

SHG credit models are functional in India. 

 

1.6.4 MFI (Microfinance Institution) Model 

 The MFI model is actively working in different parts of the world and also in 

India in the recent past, especially in the areas lacking in financial service from formal 

financial institutions like banks, etc. MFIs are the organizations or associations of 

individuals that provide financial services to the poor and serve as mediocre of donor 

institutions and borrowers of microfinance, it also extends progressive supports like 

general training, skill -development training, and awareness generation training etc. 

along with microfinance to empower them. In MFI model, MFIs borrow large amount 
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of funds from the apex financial institutions, donor and banks for on - lending to the 

individuals or group like SHGs, JLG, Individual loan etc. MFIs are basically NGOs, 

registered either under Societies Registration Act 1860, Indian Trusts Act 1882 or 

under Companies Act 1956 (under section 25) or non -registered organizations with 

diverse legal forms, size, outreach, mission and credit delivery methodologies, and in 

microfinance they are helping the poor to come out of their poverty, (Khanka, 2010) 

(Asif, 2011), (Mathew & Verghese, 2011) (Chatterjee & Dar, 2011). 

 

1.6.5 Joint Liability Group (JLG) Model 

 In this model, 4 to 10 individuals are organized to form ‘ a Joint Liability 

Group’, where all the members of a group are jointly liable for repayment of loan of 

defaulting members if any, and that joint liability/responsibility serves as only social 

collateral  for financial service providers. In India, many MFIs are gradually adopting 

this model for its easy formation process and for having less restriction regarding 

utilization of loans. NABARD is using this model for providing credit to the tenant 

farmers, cultivating land either as oral lessees or share croppers, small farmers 

without land holding, who had no collateral to have loan from formal financial sector. 

To serve such clients, JLG, an up-gradation of SHG models could be an effective 

way. The unique features of the models are: 

 A group of 4 to 10 individual; 

 Loan can be availed on mutual guarantee or on joint liability; 

 No mandatory provisions for group saving; 

 Primarily intended to provide loan/credit to the groups; 

 Members can sign ‘a Joint Liability Contract’ that makes each individual 

liable for repayment of loan, 

 Liability of defaulting members has to be jointly met by others members; 

(Anamitra Deb, 2009). 

 

1.6.6 Individual Lending Model 

 Under this model, individual can get loans without any membership of a 

group, as loan is directly provided to the individual borrowers. So, this is a 

straightforward model of extending loans directly to the borrowers as a result, the 

lending institutions have to keep frequent and close contact with the individual clients 
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to provide credit products customized to the specific needs of the individual. This 

system is unique from other systems of microfinance; as members need not to face 

problem of formation of group and this feature of the model makes easy and faster 

service of credit to the borrowers. But, the degree of risk of repayment is high as the 

credit worthiness is the only factor on which the repayment of loan depends. As such, 

selection of borrowers is very important. The model is most successful for larger, 

urban -based, production -oriented business. This model is followed by many 

financial institutions like the–Association for the development of Micro-enterprises 

(ADEMI), Dominican Republic, Bank Rakyat Indonesia, Senegal Egypt, Self-

Employment women association in India, ASOMI, and RGVN in Assam etc.  (Karlan 

and Jonathan Zinman, 2010, Murray, U. and Boros, 2002) 

 

1.6.7 Village Banking Model 

 Village banking model expands the solidarity group concept to a larger group 

individuals, who are responsible for managing the loan. In this model, a Village Bank 

is developed by grouping 30 to 100 low - income individuals who seek to improve 

their lives through self-employment activities. The bank is financed by internal 

mobilization of members saving fund as well as loans provided by the sponsoring 

MFIs. The MFIs lend capital to the bank, which then lends money to its members. 

Members themselves run the village bank; they choose their members, elect their own 

officers, establish their own by-laws, distribute loans to individual and collect savings 

and payments. Loan amounts are linked to the aggregate amount served by individual 

bank members and loans are repaid weekly in small installments. Thus, village banks 

have a high degree of democratic control and independence. This model was 

developed in Bolivia during the mid -1980s by the Foundation for International 

Community Assistance (FINCA), a non -profit microfinance organization. The model 

is used by various MFIs like Co-operative for Assistance and Relief Everywhere 

(CARE) in Guatemala; Save the Children in El Salvador; Burkina Faso in Bolivia, 

Mali, and Ghana; Freedom from Hunger and Catholic Relief Services in Thailand and 

Benin, Opportunity International, Consultative Group for Assisting the Poor (CGAP), 

etc.(Karlan & Goldberg, 2007). 
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1.6.8 Credit Union & Co-operative Model 

 A credit union is a democratic, not -for- profit financial co-operative, owned 

and governed by its members, who are at the same time the owners and the customers 

of their co-operative society. Co- operatives are often created by persons belonging to 

the same local or professional community or sharing a common interest and co -

operative generally provides their members with a wide range of banking and 

financial services. Members participate in all the major decisions and democratically 

elect officers from among themselves to monitor the administration of the co -

operative and the loans are granted to the members only. SANASA Development 

Bank of Sri Lanka is an example of rural credit co-operative, which is successfully 

working as a microfinance service provider. The organization is successful in using 

the cooperative form of rural microfinance and has developed the Cooperative 

Development Forum (CDF), Hyderabad. CDFs approach has relied on credit union 

model, involving a ‘saving first strategy’. It has built up network of financial 

cooperatives based upon women’s and men’s thrift groups. With the initiative of 

CDF, Andhra Pradesh Government passed Andhra Pradesh Mutually Aided Co-

operative Societies Act, 1995, for giving greater autonomy and operational flexibility 

(Khanka 2010) 

 

1.6.9 Mixed Model 

 In this model, some mixing-up of existing models are seen to provide the 

service of microfinance to needy borrowers more conveniently, thus, becoming a 

mixed model of microfinance. Some MFIs started with the Grameen model but 

converted to the SHG model at a later stage. However they do not completely do 

away with Grameen type lending and smaller groups and they are an equal mix of 

SHG and Grameen model, (Sinha, 2003). 

 

1.6.10 Business Correspondent and Business Facilitators Model 

 In order to improve the outreach of banks in the country to the financially 

excluded people, RBI permitted banks in 2006 to utilize the services of NGOs, MFIs 

(other than NBFCs), and other society organizations as intermediaries in providing 

financial and banking services through the use of Business Correspondent (BC) and 

Business Facilitators (BF) models. The BC models aim at- rural population, thus 

addressing the last mile problem. The BC Model uses the MFIs ability to get close to 
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poor clients, a necessity for saving mobilizations from the poor- while relying on the 

financial strength of the bank to safeguard the deposits. According to the 

announcement made by Union Finance Minister in the Union Budget of 2008-09, 

banks were permitted to engage retired bank employees, ex-servicemen, and retired 

government employees as BCs from May 2008, in addition to entities already 

permitted earlier. BF model is open to a wider range of organization, includes not 

only formally registered organizations, but also -based organizations, village 

organizations, like panchayats, etc. and under BF model, intermediaries are allowed to 

provide services such as a) Identification of borrower activities; b) Collection and 

preliminary processing of application; c)Financial education; d)Submission of 

applications to banks; e)Promotion and nurturing of joint liability groups; 

f)Monitoring and recovery of loans; The BC model is restricted to formal 

organizations like NGOs/MFIs cooperatives and registered NBFCs who do not accept 

public deposits, and post offices. They are permitted to provide the above services; 

and in addition, the following services: Disbursal of small value credit; Collection of 

principal and interest; Sale of other microfinance services (like insurance); Receipt of 

small value remittances, and other payments. (Khanka 2010). 

 

1.6.11 Partnership Model 

 This is relatively a new model of microfinance which has been adopted by 

ICICI Bank in the 2005, and a few other institutions such as HDFC (Housing 

Development Finance Corporation), and HUDCO (Housing and Urban Development 

Corporation). The model has been developed to bridge the gap of service in SHG-

Bank linkage programme as: ICICI Bank partnered with select NGOs, having past 

experience in project implementation to assist ICICI Bank to develop the field 

organization for the promotion and management of SHGs. The ICICI Bank provided 

credit, savings and other services directly to the SHGs, apart from providing working 

capital assistance to the NGOs to meet the cost of promotion for the programme. The 

process involves lending money directly to MFIs clients, while the MFI serves the 

loan to the clients and charges service fee. Thus effective rate of interest to client is 

higher than the ICICI Bank official rate. MFI continues to originate, monitor and 

recover the loans until maturity in exchange of service charge. In addition, MFI must 

share the risk inherent in the portfolio generated by it and those risks can be of the 

following two types:  
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a. The MFI can open a locked savings (fixed deposit) account amounting to a certain 

percentage of the portfolio (generally 10-15%), and create a lien in favour of the 

bank. When security is provided in this form, this amount should be deducted 

from the capital base of the MFI.  

b. The MFI can open an overdraft account offered with the bank, not to be used until 

the default occur. This mode of risk sharing has been termed, First Loss Default 

Guarantee (FLDC). This means, if the FLDG is set at 10% (predefined by the 

bank and MFI), then the first 10% of defaults is borne by the MFI. [(Khanka, 

2010), (Bindu Ananth, 2005)]. 

 

1.6.12 Service Company Model 

 This model is developed by ACCION and used in some of the Latin American 

countries. Under this model, the bank forms its own MFI, (perhaps as NBFC) and 

works hand in hand with the MFI to extend loans and other services. On paper, the 

model is similar to the partnership model as the MFI originates the loans and bank 

books them. The model has two interesting operational features: The MFI uses the 

branch network of the bank as its outlet to reach clients and that helps the clients to 

reach at lower cost than in case of a standalone MFI. In case of banks with large 

branch network, it also allows rapid scaling up. But in partnership model, MFIs may 

contract model, the MFI works specifically for the bank and develops an intensive 

operational cooperation between them to their mutual advantage.  The partnership 

model uses both the financial and infrastructural strength of the bank to operate at 

lower costs and generate faster growth. But in Service Company model has the 

potential to take the burden of over-seeing microfinance operations of the 

management of the bank and put it in the hands of MFI managers who are focused on 

microfinance to introduce additional products, such as individual loans for SHG 

graduates, remittances and so on without disrupting bank operations and thereby 

provide a more advantageous structure for microfinance. (Satish P. 2008) (Usha 

Thorat, 2007). 

 

1.6.13 3 M Models 

 Market Research Team (MART) at New Delhi has developed the 3M 

(microfinance, micro-markets, and micro-planning) model, which is simple, scientific 

and practical approach for micro-enterprise promotion. Necessary survey is conducted 
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in project area in local Haats (Market), Village shops, traders and other marketing 

system, the demand and microenterprise potentiality pattern and also on the available 

resources, like raw-materials, skill labour, infrastructure, etc. to understand the 

feasibility. Then, entrepreneurs already pursuing these activities are interviewed at 

length to know the problems they face and the solution they have evolved. The data 

gathered through the surveys is analyzed for preparing business plans for cluster level 

activities and practical implementation strategy for microenterprise development. 3M 

is a generic and practical approach to microenterprise development and a self-

sustaining model as it relies on locally available resources, existing skill and local 

markets without depending on any external agency for support, (Kashyap, 2008) 

 

1.6.14 Commercial Model 

There is what is called ‘Commercial Model’ or ‘Latin American Model ’at the 

international level providing microfinance services. Allying with the formal financial 

system this model gives priority to enterprise creation and growth. There is no focus 

on social and community development, on the poor and marginalized women, 

(Sundaram, 2007). 

 

1.6.15 South Asian Model 

The South Asian model, largely drawing inspiration from the Grameen Bank of 

Bangladesh, has its focus on women and poverty. Thus, it is developed to provide 

microfinance services to the poor people especially women to lift them out of poverty, 

(Sumdaram, 2007). 

 

1.7 Spread of Microfinance in Gujarat- Role of Credit Societies 

 The Co-operative Sector of Gujarat has developed several micro finance 

models with variation working successfully reaching out to the lowest sections of 

society. The micro finance activity in Gujarat is distinct from various other States as it 

is being operated by the Co-operative Sector vis-à-vis the Private Sector Model. 

These models operate on the co-operative principles of concern for community & 

provide lending support on fair & reasonable terms to such groups. 
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Community Microfinance 

 Informal economy women workers are major contributors to India’s financial 

growth, yet the women remained trapped in poverty. Their personal financial 

development is stunted by limited access to fair capital, formal financial services, and 

economic opportunities. SEWA Bharat’s micro-finance program empowers women as 

independent financial actors. The program draws on the early microfinance work of 

the SEWA Bank. 

Informal women workers’ financial needs 

 Door-to-door service as poor women cannot afford to make regular trips to 

the bank 

 Flexible, women-informed, and creative financial services and policies 

 

Financial institution challenges for poor women 

 Credit is not easily available: Poor women cannot provide traditional forms 

of collateral, and are thus excluded from many loan programs. Moreover, 

illiterate women often find that they cannot cope with complicated loan 

procedures designed for middle-class clients. 

 Transaction costs of borrowing are high: Standard loan applications take 

time to process, and poor women lose precious daily wages trying to obtain 

loans. 

 Transaction costs of using savings facilities are high: Transportation to the 

bank, in addition to wages lost while going to the bank, also pose a cost.  

 Formal features of the banking system clash with women’s needs: The 

rigidity of loan terms and the lack of timeliness of formal credit, in particular, 

further negate the effects of low interest rates. 

 

SEWA Bharat’s three models for women’s financial inclusion and 

independence: 

 Self Help Groups (SHGs) 

 Thrift and Credit Cooperatives 

 Business Correspondent model 
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Thrift and Credit Cooperatives 

 SEWA Bharat supported Thrift and Credit Cooperatives are independently 

registered institutions that are self-managed and run by women who have risen from 

the grassroots level. The aim is to provide women with access to credit and dynamic 

needs-based financial services. SEWA Bharat’s microfinance services have been 

greatly inspired by the SEWA Bank. 

 

T&C product portfolio 

 Savings: Members can choose from a range of savings schemes depending on 

their requirements that include daily, weekly and monthly savings. Savings 

can be done through compulsory deposit, recurring deposit, fixed deposit or 

optional deposit. 

 Credit: The co-operative offers regular loans to the members at a declining 

interest rate of 1.5% per month to be repaid in 10 installments.  

 

Services and benefits 

 Bank saathis (Agents) who go door to door or to members’ places of work to 

collect savings, loans and interest dues 

 Loans up to Rs. 1,00,000 

 Platform to provide other services to its members like water and sewage 

services by giving loans for installation 

 Gold loans on mortgage of gold jewelry 

 Trainings on financial literacy 

 Loan insurance 

 

 Below Table –1.12 provides selected statistics of all cooperative societies in 

Gujarat as on 31 March for the relevant years 
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Table –1.12Selected Statistics of all cooperative societies in Gujarat 
(as on 31 March for the relevant years)

Sr. 
No 

Year 
Societies 

(Nos) 

in ‘000 (Rs. In Lakh) No of 
Societies 
Per lakh 

of 
Population

Membership Population 
Share 

Capital
Owned 
Fund  

Working 
Capital  

1 2004 58470 15769 53798 184519 842989 6065543 109 
2 2005 58485 14735 54642 197652 986995 5262957 107 

3 2006 59346 14935 55475 194126 1119642 5873320 107 
4 2007 60886 15011 56298 194159 944995 5743165 108 

5 2008 62343 15153 57109 206492 929680 6153807 109 
 

 For micro finance, Primary Agriculture credit societies and Primary Non-

Credit Agricultural societies played pivotal role in Gujarat. The Table –1.13 provides 

Statistics of Cooperative Societies and Banks classified by types in Gujarat as on 31 

March for relevant years. 

Table: 1.13 Statistics of Cooperative Societies and Banks classified by types in 
Gujarat 

(as on 31 March for relevant years)

Sr. 
No. 

Year 

State Co-op Bank 
with 

Primary Credit Societies 

Centra
l 

Co-op 
Bank 

Land Dev. 
Bank 

Agri.
Non  
Agri 

Mkt. Process
Milk & 
Livestoc

k 
Farm. Fish

1 2004 19 1 7805 5473 1798 313 11450 704 533 

2 2005 19 1 7815 5468 1725 313 11550 696 543 

3 2006 19 1 7913 5412 1727 317 11804 701 537 

4 2007 19 1 8066 5338 1694 348 12225 629 548 

5 2008 19 1 8110 5365 1717 383 12420 756 562 

District; 2008 

1 Ahmadabad 2 1 462 825 32 84 459 281 13 

2 Bharuch 1 0 303 190 103 20 278 35 17 

3 Panchmahal 1 0 217 223 41 1 1105 2 16 

4 Vadodara 1 0 491 632 214 40 997 27 25 

District:2008 

Sr.  
No. 

Con.  
Store 

Housing Labor 
Forest 
Labor

Iris. Trans.
Co-op 
Union 

Suga
r 

Ind. 
Other 
Non-

Credit 
Total

1 625 7095 414 0 357 18 4 0 871 354 11897

2 28 324 89 0 569 9 1 2 87 207 2263 

3 61 72 96 4 81 3 1 0 227 166 2317 

4 273 1609 143 10 902 7 1 2 199 47 5620 
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1.8 Spread of credit societies in four districts  

 (Viz. Ahmadabad, Vadodara, Bharuch & Panchmahal of Gujarat) 

 The detailed information about credit societies provides of all four districts 

classified as urban and rural areas given in Appendix E, F, and G&H offering micro 

credit products to their members/beneficiaries engaged in unorganized / informal 

sector. The focus of these societies is more on funding society member’s   needs for 

wealth creation, education, health, social, consumption and other purposes who are 

poor and unable to offer collateral for their borrowings. 

 

1.9 Problem Statement: 

Despite the apparent success and popularity of microfinance, no conclusive evidence 

yet exists that microfinance interventions of credit societies programs have positive 

effects on socio-economic status in selected areas e.g. in four districts of Gujarat state. 

The attention in this sector has now received from policy makers and private investors 

in recent years, the existing impact assessment need to be re-investigated; the 

robustness of claims that microfinance successfully alleviates poverty and empowers 

beneficiaries (especially women) must be scrutinized more carefully. Hence, this 

study revisits the evidence of microfinance services evaluations focusing on the 

technical challenges of conducting rigorous socio-economic effect analysis of 

microfinance services. 
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Chapter-2 

Literature Review 
 

 Review of literature related to concepts, constructs and their variables 

concerning the study helps in many ways. In fact, it is an important pre-requisite to 

actual planning and then the execution of any research work. It helps in knowing the 

amount of work done on that subject. It enables us to understand the various aspects 

of the variables on which studies have been done and what are the recent findings.  

 

 Review of literature shows that there are different relations between variables 

which need to be studied. It helps in making foundations of hypothesis for research 

work and in findings, areas for research work which are untouched or those upon 

which less work has been done. It provides insight into the statistical methods through 

which validity of results is to be established. The important specific reason for 

reviewing the related literature is to know about the recommendation of previous 

researchers listed in their studies for further research. 

 

2. Socio-Economic Impact Assessment of Microfinance 

2.1. Concept of  Impact Assessment  

2.1.1. Impact assessment is viewed contextually by finding results of participants 

and non-participants in the programme though changes can be on account of 

other factors also. (Rossi and Freeman, 1989). 

2.1.2. Impact Assessment of microfinance at international level is related to 

Millennium Development Goals such as abolition of hunger and poverty, the 

endorsement of gender parity and women empowerment, decline in child 

transience, worldwide primary education and development in maternal 

fitness. (Hannover, 2005). 

2.1.3. Impact assessment is viewed as an executive instrument that helps MFIs 

commitment to the task of working with poor people in their struggle against 

hunger, disease, exploitation and poverty” (Johnson and Regally, 2005). 

2.1.4. Impact Assessment techniques: Reliance on pure quantitative techniques for 

impact assessment will give distorted picture and therefore qualitative 

techniques for impact assessment will be appropriate considering influence 
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of psychological and social issues involved. (Howe and Eisenhart, 1989; 

Glewwe, 1990; Dudwick, 1995). 

2.1.5. Micro finance products are to be designed according to local needs of the 

customers as one product will not have features to suit all their needs. (Car 

Valho and White, 1997). 

2.1.6. The novel feature of impact assessment studies is participative nature of 

research between researcher and participants. (Howe and Eisenhart, 1989). 

2.1.7. Importance of focus group discussion is emphasized in Participatory Rural 

Research (PRA) to cross check information gathered with other sources. 

(Afrane, 2002). 

2.1.8. Use of grant reliance index is advocated to find sustainability of Micro 

Finance Institutions (Yaron, J., McDonald, B., and Stephanie, C., 1998) 

2.1.9. Impact Assessment, computes alterations in earnings or welfare amongst 

borrowers and savers, has turned out to be dishonoured because fake 

information on end use of credit is a possibility. (Mansell-Carstens, 1995). 

2.1.10. Individuals  exposure to microfinance leads them to become wealthier in the 

short period, However, further  loaning  to them will not lead to  prosperity 

in long run if MFIs fail to follow the economic feasibility standard for 

further sanction of loans. The impact assessment on families of such loan 

takers is more crucial. (Remenyi, 1991). 

2.1.11. Impact Assessment Studies in Bangladesh revealed that women borrowers 

have little say use of  loans disbursed to them due to influence of male 

members of the society or dominant women in household viz. mother in law. 

The Impact Assessment studies advocated tiny loans to women in such 

activities like paddy-husking or livestock-rearing where end use is not 

diverted to male members of the family. (Copestake, forthcoming), 

Copestake (1996). 

2.1.12. For organizational feasibility; ‘new wave’ loan advocates put a lofty worth 

on savings mobilization (Robinson, 2001). 

2.1.13. The customary reimbursements on credit demanded by big non-

governmental Microfinance institutions in Bangladesh consisting of 

Grameen Bank, Association for Social Advancement (ASA), and BRAC 

exhibit that deprive persons know how to save in hard cash. The credit as 

done by ASA, Grameen Bank, and BRAC, in certainty, ‘advance credit’ 
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besides the savings flow. This is the major benefit: credit reimbursement 

arrives out of usual earnings, and credit receivers can utilize the credit 

amount as they want to use it (Rutherford, 2007).  

2.1.14. MFIs which accumulated credit exhaustively in parts attained high 

reimbursement charges. Besides persisting on usual savings, ‘new wave’ 

MFIs display out few prospective debtors, develop individual persons’ 

economic safety, raise funds existing for providing credit, and increase an 

extent of recognition with the economic wellbeing of the organization 

among associates. The similar persons may formerly have been incapable to 

make formal sector banks, complete their formalities, be eligible for credit 

and open savings accounts.  (Hulme and Mosley 2006) 

2.1.15. Economic reasons for reimbursement and methods to build credit less  

striking to wealthier people have facilitated organizations to turn out to be 

both more poverty centric and sustainable (Ben, 2002) 

2.1.16. Randomized control trials (RCTs), a tool is provided to researchers for 

impact assessment studies. The logic is that as the human beings allocated to 

diverse actions are precisely comparable, as a consequence of being chosen 

at random, any dissimilarity among them is the result of the action. 

(Banerjee and Duflo, 2011) 

2.1.17. The extent of the microfinance impact is apparently burdened with several 

procedural issues. In recent years some progress has been made in 

developing methods that attend to this issue. Impact assessment methods are 

being developed in the course of the application of methods like “without” 

loom and pre-project baseline study reports. The techniques assist not simply 

in measuring the contradictory accurate circumstances but also in 

diminishing errors allied with memory recall complexities of participants. 

(Moser and Kalton, 1971). 

2.1.18. Generally, microfinance interferences get place beside an entire arrangement 

of social and economic projects, all aimed at promoting development. 

Accordingly, other happenings and alterations happen although the 

involvement is getting place, and this might build it practically impossible to 

separate out the explicit credit programmes impact (Johnson and Regally, 

1997). 
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2.1.19. The use of “Control and experiments groups” is also not foolproof as issues 

such as identification of such groups for impact assessment need to be 

resolved (Afrane, 2002). 

2.1.20. The agenda for impact assessment must be wider, since it must hold both 

economic and noneconomic dimension of the welfare of deprived persons. 

The jolts such as floods, droughts, misfortunes, morbidity, demise of an 

earner etc. These jolts set off sliding mobility, frequently driving entire 

division of the rural residents into long stages of poverty. Therefore precise 

ways of susceptibility must be created for assessment of impact (Gaiha and 

Thapa, 2006, Gaiha and Imai, 2006). 

2.1.21. An attempt has been made to analyze the socioeconomic impact of 

Microfinance in credit societies in selected areas of four districts of Gujarat 

State. To analyze the ‘socioeconomic’ impact, study of all those social 

factors is necessary to be undertaken which are having economic 

implications. The impact studies generally follow three types of approaches: 

(i) Comparing before and after situations (i.e., Pre-post technique) (ii) 

Comparing with and without situations (i.e., Control sampling technique) 

(iii) Studying the longitudinal samples (i.e., Panel data) However, for the 

present study, second approach has been followed depending on data 

suitability to assess different issues and parameters. 

2.1.22. Impact assessment is a management mechanism aimed at measuring the 

effects of projects on the intended beneficiaries. (Afrane S. 2002). 

2.1.23. Odell K. (2010) conducted a survey of several significant microfinance 

impact assessment evaluations released or published between 2005 and 2010 

and he is of the view that the main goal of impact assessment literature is to 

estimate the average effects of microfinance programmes overall.  A well-

designed impact assessment study can also provide insight into the causal 

factors behind the success and failure of various microfinance interventions. 

2.1.24. Hulme D. (2000) categorized the goal of impact assessment in two 

categories i.e. proving and improving. He emphasized that explicitly, the 

goal of impact assessment is to analyze achievement and improve the 

efficiency while implicitly it is to get information of programme not through 

the routine system of accountability. He found two schools of thoughts for 

impact assessment studies which are terms as “intended beneficiary” and 
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“intermediary” school. The intended beneficiary school, building on the 

ideas of conventional evaluation, seeks to assess the impact on intended 

beneficiaries (individuals or households). The intermediary school focuses 

purely on the beginning of the chain and in particular on changes in the MFI 

and its operations. The intermediary school usefully incorporates notions of 

sustainability and provides an Impact Assessment methodological 

framework that can be operated largely with pre-existing data. It is, though, 

very weak on “who” benefits and “how? 

2.1.25. Johir S. and Martin I. (2004) distinguish ‘wider’ impacts of microfinance 

interventions as opposed to ‘narrow’ ones. Thus, ‘narrower perspective on 

wider impacts’, clearly stands out as one, where the focus is outside such 

micro units as households and enterprises. The second approach, ‘wider 

perspective on wider impacts’ takes account of all the iterative feedbacks 

between micro units (individuals, households and enterprises) and the 

markets (individual ones as well as altogether) and assesses the impacts on 

individuals and households. 

2.1.26. Mayoux L. (2001c) analyzed various domains and levels of impact 

assessment using AIMS conceptual framework. Accordingly, impact of 

microfinance interventions can be analyzed at various levels i.e. individual 

level, enterprise level, household level and community level by using 

different indicators. 

2.1.27. According to Ledgerwood J. (2000) broadly impacts of microfinance 

activities fall into three categories i.e. Economic Impact, Sociopolitical 

Impact and Personal or Psychological Impact. In the same manner, Afrane S. 

(2003) lists out qualitative and quantitative variables according to the nature 

of indicator viz. Economic, Access to Social, Psychological, and Spiritual 

service. 

2.1.28. Microfinance and its Economic Impact: The basic objective of micro-finance 

is to reduce the level of poverty. Khandker S. (2001b), to assess the long-

term impact of microfinance, conducted repeat survey (First in 1991-92 and 

Second in 1998-99) and found that participation in microfinance 

programmes helps to poor participants by raising per capita income and 

consumption  as well as household net worth, thereby increasing the 

probability that the program participants lift themselves out of poverty. The 
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welfare impact of micro-finance is also positive for participating and 

nonparticipating households, indicating that micro-finance programs help 

the poor beyond income redistribution and income growth. The programs 

have spillover effects on the local economy, but the impacts are very small 

2.1.29. Puhazhendi V. and Badatya K. C. (2002) analyzed the impact of SHG Bank 

Linkage Programme on SHG members. They surveyed 115 SHGs from 

Orissa, Chhattisgarh and Jharkhand and found that while there was no 

change in asset structure in 52 per cent of the sample households, about 45 

per cent of them registered increase in assets between pre and post SHG 

situations. Further, varied saving products that are suitable for the rural poor 

were made available for the SHG members that facilitated increased rate of 

saving among them. . Imai et al. (2010), tested the hypothesis that 

microfinance reduces poverty at macro level using cross country and panel 

data and found that there is robust confirmation that microfinance loans are 

significantly and negatively associated with poverty, i.e., a country with a 

higher MFIs’ gross loan portfolio tends to have lower poverty, after 

controlling for the effects of other factors influencing it. These results 

suggest that microfinance not only reduces the incidence of poverty but also 

its depth and severity. 

2.1.30. Sebstad J. and Gregory C. (1996), in their Assessing the Impact of Micro-

enterprise Services (AIMS), analyzed case studies of 41 programs in 24 

countries in Asia, Africa and Latin America. They found positive changes in 

output, at enterprise level, with average increase in sales and some cases, 

diversification of goods and services produced, especially among women. 

Out of ten studies analyzed seven found a positive change in value of fixed 

assets among borrower enterprises (Jamaica, Honduras, Dominican 

Republic, South Africa, Kenya, Bangladesh, and Indonesia). 

2.1.31. Microfinance Interventions and its Sociopolitical Impact: Empirical Results: 

Haana L. and Lakwo A. (2010) analyzed the impact of microfinance on 

empowerment and social emancipation in Uganda, for the said objective 

they developed a tool known as ‘Livelihood Entitlement Status (LEnS)’ that 

looks at social change from an entitlement perspective i.e. i.e. examining 

legitimate claims that women (try to) exert as individuals, as members of 

households and as members of communities. 
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2.1.32. Microfinance Interventions and Personal or Psychological Impact: Samuel 

A. (2010) examined the impact of microfinance from the perspectives of 

maize farmers in Nkoranza in the Brong Ahafo Region of Ghana. They 

found that 70% of farmers, after receiving microfinance services, could 

provide educational material to their children and could send them to school. 

Further, 51% of the respondents could access health care facilities after 

receiving the credit. Overall, 52% of the respondents favored microfinance 

initiatives saying it has positive impact on their lives. 

2.1.33. Microfinance Interventions and Personal or Psychological Impact: Samuel 

A. (2010) examined the impact of microfinance from the perspectives of 

maize farmers in Nkoranza in the Brong Ahafo Region of Ghana. They 

found that 70% of farmers, after receiving microfinance services, could 

provide educational material to their children and could send them to school. 

Further, 51% of the respondents could access health care facilities after 

receiving the credit. Overall, 52% of the respondents favored microfinance 

initiatives saying it has positive impact on their lives. 

2.1.34. Noreen et al. (2011) observed that microfinance programs have a positive 

impact on the level of children education in Pakistan. Further they analyzed 

that microfinance programs do not affect housing condition and 

consumption of food items. 

2.1.35. Becchetti L. and Conzo P. (2013) analyzed life satisfaction of respondents 

by asking how satisfied are they with their life, all things considered? 

Participants responded that when measuring the impact of microfinance 

program on a broader concept of wellbeing such as life satisfaction, such 

impact has an independent effect not absorbed by the change in income 

generated by the loan. Participants concluded that microfinance membership 

has a significant and positive effect on life satisfaction. 

2.1.36. Basargekar P. (2009) studied the economic and social empowerment of 

women members of Annapurna Mahila Mandal (AMM) in urban areas of 

Maharashtra. She revealed that more than 85% of the members believe that 

they have become more confident than before. Around 35% of the members 

believe that there is a significant improvement in their self-confidence. 

AMM has also achieved moderate success in the development of leadership 

qualities in their members. More than 67% of the beneficiaries helped AMM 



Chapter-2 Literature Review 

49 

in building their network by introducing the AMM movement to other new 

members, developing groups, monitoring activities of the group members, 

etc.  

 

2.2. Microfinance &Women Empowerment 

2.2.1. Empowerment 

 A change in the existing power configuration relating to the extent of control 

one excercises on his or her enviornment to achieve efficiency is called 

empowerment. In an unequal society, empowerment brings rebalance in power. It is a 

concept of equal importance meted to both men and women  whether they belong to 

urban or rural habitations. In built capacities are realized and individuals exercise 

their choices. Empowerment is a multi dimensional concept as it relates to sharing 

power and includes social empowerment, economic empowerment, political 

empowerment and gender justice along with demographic justice. The pre-requisites 

of empowerment are: ability to set individual goals, the confidence to act upon them 

and the development of self respect. Empowerment occurs in hierarchical social order 

of individual, house hold, community and larger society. Lack of resources and skills 

are considered to be main hindrance in attaining empowerment goal. Social 

mobilization and exposure to main activities can help in overcoming these 

shortcomings. 

 

2.2.2. Women Empowerment 

 Women empowerment is multi-layered concept, which includes 

political,social and economical empowerment. Political empowerment relates to 

representation in governing bodies at local, national and international levels. Social 

empowerment is creating awareness on laws protecting women against practices that 

confine their freedom and laws enabling their development, and economic 

empowerment is about the capacity and willingness to control utilization of economic 

resources and also to use them at will. 

 

 Microfinance and women empowerment are interwined, strategic tools of 

policy makers in rural and urban poverty alleviation world over, which have drawn 

considerable attention of academic and action researchers. Importance of socially and 

economically marginalized women is recognized in inclusive growth strategy.  
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Review of the broad spectrum of studies on microfinance in general and women 

empwerment in particular is brought out below. 

2.2.3. Susy Cheston Lisa, Kuhn (2002) studies of microfinance institutions in 

Africa, Asia and Latin America, brought out that properly designed 

microfinance programs can contribute to women’s empowerment. 

2.2.4. Muhammad Yunus (2003) brought out the imperative need for expanded 

outreach of microfinance with due support from information technology in 

attaining MDG (Millaneoum Development Goals) of reducing global 

number of poor to half by 2015 at the international seminar on “ Attacking 

Poverty with Micro Credit’ 

2.2.5. Clara Fayorsey debated explicit ability of microcredit in empowering rural 

Ghanain women and concluded that data support for microcredit to women’s 

empowerment at grassroot level was insufficient. 

2.2.6. Essma ben Hamida(1990) reported mixed results of micro-credit- positive 

but with pitfalls for women in a study made on small micro-credit program 

run by NGO, ENDA Inter-Arab in 1990 in a suburb of Tunish, Tunisia. 

2.2.7. Mokbul Morshed Ahmed (2000) in his paper Microcredit finance and views 

of the NGO field workers in Bangaladesh presented the experiences of 

implementing microcredit finance programme among the poor in 

Bangaladesh through NGOs, and concluded that a vast majority poorer 

among the poor was left uncovered by NGOs. They preferred to ‘ not so 

poor’ and educated clients `to poor on promotion of microfinance.Provision 

of microcredit to poor to take up income generating activities is difficult. 

2.2.8. T.N.Jha(2002) paper on micro finance models in Bangaladesh made an 

analysis of core strengths of microfinance models and concluded that despite 

few weakness microfinance models were strongly built on certain aspects 

like operational simplicity, better accessabilities,wider outreaches, emphasis 

on women empoerment and availability of credit and non credit services. 

2.2.9. Govind Kelkar, Dev Nathan, Rownok Jahan (2004) found that there had 

been definite enhancement of women’s status giving them greater voice in 

deciding household affairs made in  assessment study on own well  in the 

paper titled ‘ Redefining women’s ‘Sanman’ Microcredit and Gender 

Relations in Bangaladesh’  and noted participants confidence in braking 

socital hurdals in years to come. 
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2.2.10. Camille-Sutton-Brown (2011) in his photo voice, study on Women’s 

Empowerment in the context of Microfinance of 6 women in Mali (France) 

using photo voice. It was found through photographic collection that women 

empowerment is a complex constructs beyond the financial paradigm. The 

women’s percieved empowerment indicated that microfinance has positively 

and negatively impacted the various dimensions of empowerment. The 

women also initiated policy changes at the microfinance institution with 

which they were affiliated. 

2.2.11. Sara Noreen (2011) study on Role of Microfinance in Empowerment of 

Female population of Bahawalpur district of Pakistan concluded that 

microfinance could empower women but enpowerment of women was not as 

per expectations. Provision of education and family protection in a proper 

way could bring about expected level of empowerment. He advocated 

pragmatic government policy for the  immediate need of rural women with 

focus on the root cause of women’s powerlessness. 

2.2.12. Jenna Mulhall-Brereto (2009) in her study on ‘ Empowerment through 

Microfinance in Peru’ USA concluded that microfinance is a powerful way 

to reach impoverished women in developing countries. 

2.2.13. V.Costa, H.Makhlouf and P. Mazaud (2010) made a study of ‘Women’s 

Empowerment through Islamic Microfinance in Egypt’ opined that the 

situation of women in Egypt had improved over the last years in terms of 

economic participation, education, health care and legal rights. In his view 

application of Islamic microfinace requires deeper understanding. 

2.2.14. Thelma Kay (2012) viewed in his paper ‘ Empowering women through Self-

Help-Micro-Credit Programmes’ in Narathiwat, a Muslim province in 

Southern Thailand, that the success of microcredit schemes should be 

measured with broad indicators like meeting basic needs for household 

subsistence, reducing vulnerability to risks and enhancing social capital and 

empowering women. In his view much is needed to achieve poverty 

mitigation. 

2.2.15. Lotto Nycander in his paper ‘Empowerment of Women through Micro-

Credit’ expressed that access to microcredit is one of the ingradients in 

empowering  poor women, and  focused on creating sustainable, local 

lending micro credit institutions. 
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2.2.16. Lynda Mayoux (2000) reviewed the key issues pertaining to microfinance 

and empowerment of women and found that women empowerment should 

be an integral part of policies and it could not be assumed to be an automatic 

outcome of microfinance planning,  designed for financial sustainability or 

poverty reduction. In author’s view unless empowerment is made integral 

part of planning process, the rapid expansion of microfinance could make 

limited contribution to empowerment. 

2.2.17. Sarita Chaudhary(2008)  in her paper discussed  status of women, and the 

impact of SHG bank linkage programme on women empowerment in India. 

She concluded that SHG programme could have minimum impact on the 

empowerment of women. To pursue women empowerment through 

microfinance greater emphasis was to be placed on training, education, and 

creating awareness among rural women. 

2.2.18. Anirudh Gopalkrishnan (2003) in his study on ‘Trends in the Microfinance 

Sector in India’ found that the financial commitment from the government 

and the ability of the microfinance institutions to function autonomously are 

the key factors of success in global microfinance sector.  

2.2.19. Tara S Nair (2000) reviwed trends in rural financial intermediation in India 

by public sector commercial banks in post nationalization period to examine  

role of newly emerging institutional forms with a thrust on microfinance 

services and concluded that to develop healthy rural financial sector for 

agriculture, thrust on infrastructure facilities would be required to ensure 

sustainability of such  institutions.  

2.2.20. Indira Misra focused on potentials of micro financing in poverty alleviation 

and empowerment of women giving a detailed view of microfinance 

development programmes in several countries including analytical 

information on Rashtriya Mahila Kosh and its prospects.She concluded that 

micro credit boost dignity and self-confidence in the receipients. 

2.2.21. V.Puhazhendi, K.C.Badatya (2002) made a study on the impact of 

microfinance through SHG-bank linkage programme implemented by 

NABARD since 1992 in the eastern regions of the country. The observations 

made in this study are summarized as follows:(a). there is a need for 

strengthening village infrastructure, rotation of leadership that can provide 

the required sustainability to groups, changing attitudes of bankers in 
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promoting and strengthening of SHGs. (b).There is an utmost need to 

develop knowledge and skills of SHG members through training and 

orientation programmes. (c).bank linkages to be provided to SHG groups 

with specific focus on income generating activities to reduce unemployment 

and poverty among members. 

2.2.22. Thomas Fisher and M.S.Sri Ram (2002) with contributions from Malcom 

Harper Ajit Kanitkar, Frances Sinha, Snjay Sinha, Mathew titus made 

analysis of Indian microfinance in his book ‘ Beyond Micro Credit Putting 

Development Back into Microfinance’ In therir view the development goals 

are lost behind the technical and managerial solutions to ensure financial 

sustainability or simply focusing on the poorest. The author made a 

presentation of how microfinance could be designed so that practice of 

microfinance promotes social and economic security, building democratic 

people’s organization, empowering women and changing wider systems 

within the society. 

It also deals with diverse microfinance practices in India and outreach to the 

poor. In this book a detailed analysis of the movement of savings and credit 

SHGs is made vis-à-vis groups promoted by Grameen Bank in Bangaladesh. 

2.2.23. Ashish Bose (2000) explained how orientation programmes are important 

for empowering women. There is a need to create awareness among women 

at grass root level. As per author,neither legislations nor the government can 

empower women, unless women both individually and collectively empower 

themselves. For this efforts for women empowerment are required at grass 

root level. 

2.2.24. G Ramesh and D Priya Lakshmi (2004) viewed the concept of women 

empowerment as those activities aimed at enhancing women’s social 

functioning by both quantitative and qualitative change in fields of 

education, health and employment to bring about the desired level of 

change.He praised efforts of SHG, Government, Banks and NGOs for 

various income generating schemes to raise economic status of women. 

2.2.25. K. Revathy (2004) says that there is a need for full participation of women in 

all spheres to achieve equality, development and peace. 

2.2.26. Purna Chandra Parida and Anu Shri Sinha (2008) concluded after making a 

study on the performance and sustainability of SHGs in six Indian States, the 
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performance of female SHGs is best in terms of loan recovery, per capita 

savings and also in sustainability. 

2.2.27. Raja Ram Das Gupta (2005) made study on Empirical Evidence: Alternative 

Models and Policy imperatives  of Microfinance in India. The observations 

made in the study  include that per capita credit to the poor by formal 

financial institutions is too small: high NPA, is due to information gap and 

inadequate monitoring which leads to high transaction cost. The remedy for 

this  is group lending and linking with informal systems through reform 

policies shifting them from formal financial sector to microfinance reforms. 

2.2.28. Isabelle Guerin and Jane Palier (2004) in their book Microfinance 

Challenges: Empowerment or Disempowerment of the poor made an attempt 

to nourish the debate by combining theoretical reflections and case studies 

on one hand by engaging practioners and researchers from various 

backgrounds. The book is organized in to three parts. The first part considers 

the definitions of empowerment and concludes that there is no one 

universally accepted concept of empowerment. The relation between 

microfinance and empowerment is understood to be more subtle and 

unforseeable in a complex enviornment of economic, socio-cultutal and 

political context.The third part relates to evaluation. The results are  

sometimes positive while elsewhere the same are considered mixed  and 

worrisome.  

2.2.29. K.G.Karmakar (2008) in Microfinance Revisited held that SHGs over 10 

year old could ensure sustainability if they opt on micro entreprenureship. 

He has suggested: (a). Group entreprenureship among sub groups within 

individual SHGs or different members of various SHGs. (b).Bankers need to 

be trained to meet the needs of entreprenures (c). An apprisal mechanism to 

sanction micro loans without insisting on collateral or documentation. 

2.2.30. K.G.Karmakar (2008) provides an overview on microfinance institutions 

and suggests measures that help in promoting them, inter-alia it reflects upon 

the challenges faced by the dominant credit delivery model, i.e. SHG Bank 

Linkage Programme and issues related to the emerging microfinance 

institutions According to him. Microfinance operates on an incremental 

approach and cannot be expected to generate instant results. Several cycles 

of lending in SHGs may result in reversing the conditions of dismal poverty 
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besides meeting the consumption needs of the family, the production or 

investment needs. 

2.2.31. Priya Basu (2005) observed in her paper titled a ‘ Financial System for 

Indian Poor’ that strategies that were designed to increase access to finance 

for the poor have not delivered their intended outcomes.He further observed 

that  there is a need for institutions and markets  with support of policies to 

improve the efficiency. 

2.2.32. Vikas Batra and Samanjeet (2011) explored the issues like outreach, impact, 

efficiency, sustainability and financial inclusions and observed, SHG based 

microfinance matured and aided by NGOs, became an important alternative 

to traditional lending in terms of reaching poor without incurring heavy 

operating costs. The banks, Regional Rural Banks, Co-operatives and SHGs 

linked with Non Governmental Organizations(NGOs) have to play a role. 

For inclusive financial services the emphasis is on scaling up quality 

financial services to serve large number of people, reaching increasingly 

poorer and more remote people, and lowering costs to both clients and 

financial service providers. 

2.2.33. Cyril Fouillet and Britta Augsburg (2007) made a geo-economics analysis of 

microfinance which means a process of structural change that involves 

financial inclusion, provision of financial services to people who are 

excluded from financial and banking institutions. 

2.2.34. Malcom Harper (2002) provide multi-perspective  evaluation of the SHG-

bank linkage programme by academics, consultants and practitioners of 

microfinance from India and abroad. The author is of the view that banks, 

particularly cooperatives should support SHG members initiatives.The SHG  

member, NGOs involved, should be monitored. There is a need to bring 

about a change in attitude of bankers towards business with poor.  

2.2.35. N. Lalitha (1998) in her paper on ‘Micro Finance: Rural NGOs and Banks 

Networking’ viewed that outreach of microcredit is an indispensable tool. 

Success of the rural micro credit programmes for women depends on the 

awareness, motivation, entreprenurial aptitude and skill of beneficiaries 

2.2.36. Neera Burra (1997) based on field experience of over 15 years working with 

NGOs and women groups in several parts of the country, namely Andhra 

Pradesh, Gujarat, Orissa, Tamil Nadu examined that prior stipulations of 
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amounts to be saved, amounts to be paid back exclude poorest of the poor. 

The use of loan for consumption purpose, food, education and health should  

be encouraged. Training need was emphasised. According to author, when 

household responsibilities are shared, the goal of poverty reduction is 

achieved to a great extent. 

2.2.37. Hema Bansal in a study made in Vadodara District in State of Gujarat in 

India observed that the efforts of government and the National banks at 

macro level have not percolated to the micro level. Bank Officials at the 

Village level are still not willing to establish linkage with the NGOs. 

Successful partnership between Government, national banks and NGOs 

needs to be established for achievement of objectives of microfinance 

programmes. 

2.2.38. Jael Van Heijden in his research in rural Uttar Pradesh found that financial 

and organizational sustainability are strongly and highly dependent on the 

structure and range of services provided by SHG federations. Financial 

services combined with group based strategies will ensure organizational 

capacity of the poor. More knowledge about banking procedures, rotation of 

leaadership, and active participation in federation meeting could ensure 

empowerment. In this research it is recommended to develop indicators to 

measure the economic, political and social empowerment of SHG members 

and keep track of regular data to improve learning and accountability. 

2.2.39. Benjamin F. Lyndoh provided evidences of women empowerment through 

microfinance from case studies in Meghalaya and made suggestions such as 

expansion of savings pool, better borrowing-lending policies and guidelines, 

participative decision-making and management, regular meetings and 

reporting, awareness among beneficiaries for making microfinance stronger 

to ensure equality, contribute to poverty alleviation and family well being. 

2.2.40. R.K.Misra made efforts to measure the success of microfinance 

interventions in India as well as Orissa and suggested that attitudes of banks 

regarding microfinance programmes ought to be changed, the NGOs should 

be supported by Government and banks for success of microfinance 

interventions. He suggested that norms to govern and streamline 

microfinance initiatives in the country are needed to protect the poor from 

crises of microfinance interventions. 
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2.2.41. M. Anbalagan, R. Amudha, and V.Selvam highlighted incidents of women 

SHGs in Tamil Nadu to prove the positive and  synergic role of SHG in 

empowering women by offering flexible credit instruments that match poor 

women’s multiple credit requirments. 

2.2.42. S.Gulab and N.Chandrasekhar Rao (2003) in their study concluded that 

SHGs improved the access of women to credit which has contributed to 

occupational diversification at the household level causing a shift from wage 

employment to self employment resulting into reduction of poverty. As per 

autor’s view, failure to invest in economic activities would have adverse 

consequences in terms of declining the living conditions of poor women.To 

overcome this pitfall, it was suggested to link microcredit with other 

programmes.. Activation of agricultural and non-agricultural sectors and 

provision of infrastructural facilities are suggested to widen the scope of self 

employment among SHG women. 

2.2.43. Shaikh. N Meera and D.U.M. Rao (2003) opined that the initiation of a 

socially acceptable,  economically viable and practically feasible 

information technological projects will help in realizing the social, political 

and economic empowerment of women. 

2.2.44. Usha Narayanan, (1997) in a meeting with first ladies of Regional Steering 

Committee- Asia Pacific held at Kuala Lampur in October 1997 took part in 

discussions on the condition of rural women in their own region expressed 

that poverty eradication and women empowerment go beyond microcredit. 

Education plays a key role in women’s welfare, health, economic 

empowerment and status in the Society. 

2.2.45. D.Rajasekhar (2000) identified several problems that NGOs face in the 

pursuit of poverty alleviation  and women’s empowerment through 

microfinance programmes of two NGOs in Kerala. Though the NGOs 

operate in the same district and enjoy similar strategies, their results in terms 

of poverty alleviation and women empowerment are different owing to 

systems and procedures adopted in enabling the women to participate in the 

programmes. The study found that better participation of women in saving 

and credit operations will result in poverty alleviation and empowerment of 

women. 
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2.2.46. Soundarjya Borbora and Ratul Mahanta ( 2001) made an evaluation of the 

Rashtriya Gramin Vikas Nidhi -Credit and Saving Programme (CSP) in 

Assam and found CSP successful as it focused exclusively on the rural poor 

and adopted credit delivery system specially designed for them with the 

support of trained staff and supportive policy without political intervention 

at any stage in the implementation of the programme. 

2.2.47. T.C.Chandrashekhar and S.C.Shivshankar (2010) through his survey viewed 

that microfinance as an instrument to initiate growth and development by 

providing rural poor access to financial services through cultivaing the habit 

of savings among women and thereby strengthen their resistence to external 

shocks and reduce dependency on money lenders. 

2.2.48. V.P.Sriraman linked microfinance, SHGs, Women empowerment and 

Women entrepreneurship and found that conducive climate for women 

would be help the process The climate required improving their status and 

economic role by integrating them in to economic development 

programmes.Promotion of enterprise and income generating activities 

among women should transform their lives with dignity. 

2.2.49. Manju Dhall (2002) while analyzing on concept of women’s empowerment 

took note of noble Laurate Amartya Sen conclusions in Economics, that 

knowledge and information empower individuals and give them a control 

over enviornment. Capability with information to make informed choices is 

referred to by Amartya Sen as capabilities to accord girls their rightful share 

in the milieu to ensure their empowerment. 

2.2.50. Debal K Singha Roy (1995) in his study viewed collective mobilization, 

ideology and orientation towards change as the basic elements of social 

movement.  Women’s self-assertion is key to such change. It is up to women 

to define for themselves the form and extent of their empowerment. 

2.2.51. Naila Kabeer examined empirical evidence on the impact of microfinance 

with respect to poverty reduction and empowerment of poor women and 

concluded that access to financial services contributed to  the economic 

productivity and social well being of the poor women and their households. 

This does not automatically empower women. Alongwith other interventions 

microfinance needs a lot of commitment and capacity to become a reality. 
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2.2.52. Sanjay Kanti Das (2012) explored the role of SHG as financial intermediary 

for enhancing women empowerment by undertaking a study in Nagaon 

districts of Assam. The findings of this study revealed that SHG-Bank 

Linkage Programme exhibited profound influence on the economic status, 

decision-making power, knowledge and self worthiness of women 

participants of SHG Bank Linkage Programme in Assam. 

2.2.53. Jyotish Prakash Basu (2006) conducted an emprical study on microfinance 

and women empowerment in Hooghly district, West Bengal. His findings 

reveal that empowerment of women is taking place in a weak form. He 

found that of  income generating activities undertaken by women, about 

38% were under control of husbands and advocated appropriae strategy for 

financial inclusion of women. 

2.2.54. Myrada (2002) made a study on the social impact of SHG Bank Linkage 

Programme on the request of NABARD, covering four NGOs in four states 

i.e. Kerala, Tamil Nadu, Karnataka and Andhra Pradesh. The observation 

made was that the process of empowerment seemed to be started in old 

SHGs. To improve the performance of SHG movement the following 

changes are recommended, literacy levels, be increased, permanent source of 

income be created rather than confining saving mobilization, and provision 

for credit, and majority participation of members. 

2.2.55. Ranjula Bali Swain (2006) in his paper, ‘ Can Microfinance empower 

women?’ in five states namely Orissa, Andhra Pradesh, Tamil Nadu, Uttar 

Pradesh and Maharashtra. argues that women empowerment can ensure only 

when women challenge the  existing norms and culture for their well- being.  

The study revealed that women are in process of empowering themselves. If 

women empowerment through microfinance is to be pursued as a serious 

objective by SHG programmes in particular and microfinance community 

programmes in general, laying greater emphasis on training, education and 

creating awareness is required. 

2.2.56. K.Manoharan Nair and B.Girija (2005) concluded in ‘Microfinance, The 

New Development Paradigm for Poverty Eradication and Women 

Empowerment’ that each and every activity of microfinance is meant to 

enhance the confidence and capicity of the poor women. Thrift and credit 

operations under microfinance and microenterprises enhance their economic 
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status in the family and society and ultimately help in eradicating poverty at 

the grass root level itself. 

2.2.57. A. Abdul Raheem (2011) in his book, ‘Women Empowerment through 

SHGs’ discussed role of Government of India in promotion of SHGs  for the 

economic, social and political empowerment of women. It brings about a 

synthesis of formal and informal financial sectors. A case study of 

Villupuram district of Tamil Nadu is  included in this book. 

2.2.58. S.M.Feroze A.K.Chauhan (2011) in his book titled ‘Microfinance in India’ 

explains the concepts associated with microfinance, traces its progress and 

performance, and explains the role of government agencies in its promotion. 

The role of microfinance in the economic empowerment of women and 

‘financial inclusion’ is also highlighted. A case study of microfinance in 

Haryana is also included in the book. The study’s conclusions are: (a). one 

gram sevak/sevika to montor all SHGs is not sufficient and more number of 

staff need to be recruited to improve efficiency of the group (b). the element 

of subsidy in SGSY scheme diffused the true spirit of SHG 

members.(c).impartation of skill, marketing of the produce of SHG to induce 

investment in income generating activities. 

2.2.59. R.Sunil (2002) argues that in backward economies the credit demand and 

usage patterns differ from general theoretical/programmatic assumptions. 

Under such circumstances the link between credit empowerment of women 

and the wider empowerment is weak and unpredictable.But in the long run 

targeting women would end up in the financial prosperity, for women spend 

more amounts for welfare of the family. 

2.2.60. V.Nirmala (2006) examined the role of SHG micro-credit as a tool of 

capability development and women’s empowerment in rural areas of 

Pondicherry region, India. It is observed that after procuring credit the 

employment opportunity and family income improved, and the human 

capabilities developed. The major problems faced are credit not received in 

time, low profits, competition from mechanized products, besides marketing 

and work place problems. The combition of economic inclusion with 

capibilities development would go a long way in improving the well-being 

of rural women. 



Chapter-2 Literature Review 

61 

2.2.61. Dr.Padala (2011) made an evaluation study on the nature of business and its 

performance carried out by women through SHGs in Andhra Pradesh, 

drawing sample of 400 DWCRA members from six districts of Andhra 

Pradesh. In the study it is found that women opted SHG membership mainly 

to become eligible to government schemes and also to avail loan. They 

found strict loan dicipline and savings were regularly observed. Women 

supplemented their family income by undertaking income-generating 

activity. Thus, it is evident from the study that women empowerment is 

possible through SHGs 

2.2.62. Sankar Datta and Vijay Mahajan, Basix (2000) gave an analysis of SHG 

movement in Andhra Pradesh (A.P) and identified noteworthy factors that 

made the SHG movement possible while the same has been found difficult 

in most other states of india. Multiple Agency Collaboration is identified as 

the cause of strength in A.P. 

2.2.63. Chowdari Prashad (2009) in his paper, ‘Microfinance and Women 

Empowerment: Problems and Prospects’ brought out that very few women 

stand to be empowered of the policies, the reason being the very small size 

of loan and untimely provision. The needs of women are to be studied in 

deciding the best way of combining empowerment and sustanability 

objective. 

2.2.64. PV Narasaiah in his study on women empowerment through SHGs- A 

Special Focus on Kadapa District evaluated the implementation of SHGs 

scheme in Kadapa District in Andhra Pradesh. It is concluded that the rural 

women’s awareness levels are low, marketing of their produce,restrictive 

policies to the needs of the specific target groups and institutional roles 

enabling to build capacities and collaborate to work together limit significant 

contribution to gender equality and development. 

2.2.65. K.Prabhakar, K.Lavanya Latha and A Papa Rao (2010) concluded that 

women have greater accessibility to financial resources through Viswa 

Santhi Balananda Kendram (VSBK) whose headquarters are in Guntur. Its 

members are given credit as and when needed for meeting their basic 

requirement 
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2.2.66. Mohammad Abdul Gaffar (2008) concluded that by giving the world’s poor 

hand up, not a hand out, microfinance can help break the vicious circle of 

poverty and empower them. 

2.2.67. P.S.Rangi, M.S.Sidhu, and Harjit Singh (2002) undertook an impact study 

on economic empowerment of rural women through SHGs in Fatehgarh 

Sahib distict Punjab and observed that IMY programme launched by 

Government of India in August 1975 to empower women have benefited the 

women for social and economical exploitation by moneylenders, landlords 

and others. Income generated through SHGs provided them moral support 

and empower them to  bring  changes in the rural economy of the State in 

future. 

2.2.68. G. Venkatachalam and Dr.P. Mohan Reddy in their paper on, ‘Women 

Empowerment through Microfinance: Challenges and Opportunities’ 

identified that the focus of the microfinance sector shoud be on the 

development of different types of organizations- NGO, MFIs and formal 

sector banks and policies measures to suit needs of target groups and design 

institutional roles enabling to build capacities of a team to work together in 

making significant contribution to gender equality and development. 

2.2.69. Wale V.S and Deshmukh A.M  observed that scheme of microfinance 

through Self Help Group (SHG) has brought about real economic power to 

women and considerably reduced their dependence on men. Empowerment 

of women depends on their level of education, hard work, social custom, 

family planning, small fanily, health, medical services, cleanliness, 

enviornment, tree growing, kitchen gardening. There is a need to go beyond 

micro-credit to augment socio-economic position of poor women and their 

bargaining position. 

2.2.70. T.S. Devaraja (2011) identifies three distinct aspects where Government 

needs to play a role. First, it is to protect rights of micro borrowers, the 

consumer of micro-financial services, Second, it is to oversee prudential risk 

taking MFIs, and third, it is the development role by scaling up of the micro 

finance industry.  

2.2.71. Shobhita Rajgopal and Kanchan Mathur (2000)  apprised the Rajasthan State 

Policy on Women announced by Government of Rajasthan (GOR) on March 

8, 2000. The policy underlines the need to improve quality of women’s lives, 
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viewing them women as productive members of  society. It is observed that 

policy could bring about limited social change, unless the policy framers 

give due weightage to gender concerns and ensure that both needs and 

interests of women are reached. 

2.2.72. Debabrata Maji made an attempt to highlight the success stories of 

microfinance programmes in Arunachal Pradesh and held that all the 

financial institutions and micro financial institutions need to play an 

increasingly important role in nourishing and developing microfinance 

sector as social obligation. To make development sustainable the poor need 

to have access to financial services to meet their consumption and 

investment needs. 

2.2.73. J. Sucharitha, S Suresh Babu, and N.Ramesh (2009) held training to be an 

important aspect for any organization. Also financial education and savings 

teaches valuable lessons about savings, loans and responsible money 

management. Also leadership skills, decision making teamwork and self 

confidence are to be instilled among members. 

2.2.74. Ranjani. K Murthy, K Raju and Amitha Kamath studied the impact of 

UNDP- assisted South Asia Poverty Alleviation Programme (SAPAP) 

interventions in Mahabubnagar, Kurnool and Ananthapur Districts for 

women empowermen and  poverty reduction and found that the access of 

members to each and every basic need is higher than that of non-members of 

similar social background. Caste barriers within the group and outside are 

destroyed. Poverty levels are higher among dalit households. 

2.2.75. K.Pavani Reddy and K.Vijayalakshmi (2008) in their study on the impact of 

micro credit on employment and income generation and asset creation of 

rural women members of SHGs in Indukurpet Mandal, Nelore distict A.P. It 

is found that SHGs improved confidence among participants and had a 

bearing on the life style, living standards of women economically, socially 

and educationally. Improvement of SHG Bank linkage is suggested for 

futher development of poor.  

2.2.76. K.S.S. Hari Prashad (2009) in a study on Micro Finance- Women 

Empowerment through Pavala Vaddi in Chittoor district, Andhra Pradesh, 

highlighted success stories of women and simultaneously observed that the 

scheme of the Government, if further pursued, would transform socio-
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economic profile of poor households.C.S. Ramalakshmi in a study on the 

impact of SHG movement on women empowerment concluded that there 

was an increase in  the  levels of awareness about the society, participation 

in community activities, campaign against eradication of social evils after 

joining SHGs and decline in crime against women and girls to a great extent.  

2.2.77. Anurag Priyadarshee and Asad K Ghalib (2011) explored the casual factors 

that lead to the turmoil within the microfinance sector in Andhra Pradesh. 

The strong base developed by the SHG  because of certain state sponsored 

programmes attracted private sector MFIs. In an attempt to make more 

profits they oversupplied credit. The poor became the victims of aspiration 

paradox were unable to assess their repayment capabilities. This situation 

compounded as credit was given on consumable items which led to 

defaulting by the poor and implementation of coercive methods by MFIs.  

2.2.78. Joy Deshmukh-Ranadive (2004) in a study on women’s SHGs in A.P. found 

that there is a need of mix complex methods to address the complicated 

problem of poverty. The usage of the existing structures along with new 

edifices is suggested. 

2.2.79. George Paul and Sara John P (2010) in a comparative analysis of MFI and 

SHG-Banking models suggest that more credit needs to be fostered within 

the SHG system through a diverse array of financial services in an efficient 

and flexible manner to address the supply constraints of SHGs.Also there is 

a need to bring MFIs under the ambit of government regulations to protect 

the rights and interests of their clients. 

2.2.80. K. Ramakrishnan (2007) in the article on Financial Inclusion and Financial 

Literacy: Andhra Bank initiatives Srikakulam District conclude that the 

banks need to treat it both as business opportunity as well as social 

responsibility. 

2.2.81. Sanjeev B.U.K Thankavel (2011) study undertaken in 9 districts of Kerala 

addressed the issue of Indian Microfinance Sector. This study found that 

government agencies charged interest on the loans given to SHGs averaging 

between 12% and 15%. About 56% of SHGs had taken loans from banks. 

Highly educated SHG members  reported higher saving levels. 
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2.3. Empirical Studies on Microfinance Impact Assessment 

Various empirical studies have established many aspects of microfinance on 

poverty eradication. 

2.3.1. Hossain (1988) alleges that the Grameen Bank members had incomes about 

43% higher than the target group in the control group villages and about 

28% higher than the target group non-participants in the project villages. 

2.3.2. Bolnick and Nelson (1990) found out that microfinance participation had a 

positive impact on small enterprises which were labour intensive and 

growing but it was not uniform across sectors and target variables. 

2.3.3. Kamal (1996) noted higher rates of per capita income among micro credit 

programme borrowers as compared to those who did not borrow. 

2.3.4. One of the most widely cited early impact studies by Hulme and Mosley 

(1996) indicates positive impact of microfinance on incomes of the poor 

(1988-92) with an average increase of 10-12% of borrowers in Indonesia and 

around 30% in Bangladesh and India over the control group. 

2.3.5. A study by MkNelly et al. (1999) and Coleman (1999) on village banking, 

providing microfinance in Thailand, report that there is no evidence of an 

impact on income and assets of members or the loans being used for 

productive purposes. 

2.3.6. While studying the impact of microfinance on Grameen beneficiaries in 

Bangladesh, Pitt and Khandker (1998) point out that microfinance 

programmes have a significant impact on the well-being of poor households 

and this impact is greater when credit is targeted to women. He estimates 

that for every 100 taka lent to a woman, household consumption increases 

by 18 taka. Moderate poverty falls by around 15% and ultra-poverty by 25% 

for households who have been BRAC members for up to three years.  

2.3.7. Morduch (1998) has criticized Khandker’s study stating that there are flaws 

in the data set, particularly in relation to the representative nature of the 

control group. He also found that MFI programmes have a positive impact 

on household income, production and employment on participants especially 

in rural non-farm sector. 

2.3.8. Khandker (1998) summarises a number of studies conducted by Bangladesh 

Institute of Development Studies (BIDS) and the World Bank in 

Bangladesh, using 1991-92 survey data. He draws a number of conclusions, 
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one of which is that, there is positive impact on household consumption of 

especially, female borrowers. Following up with this study, khandker (2003) 

finds that there is strong evidence of poverty reduction of microfinance 

programme participants. He estimated that due to participation in 

microfinance programmes, moderate poverty among programme participants 

decreased by 8.5 per cent points over the period of seven years and extreme 

poverty dropped about 18 points over the same period. 

2.3.9. The poorest people often do not benefit directly from microfinance, focusing 

on the slightly better off is a more effective development strategy and the 

growth of small enterprises will increase employment opportunities for the 

poorest (Malhotra, 1992 cited in Ghate et al, 1996). 

2.3.10. There is little evidence that benefits trickle down in this manner. A recent 

review of micro enterprises development programmes in seven countries 

found that entrepreneurs very rarely hired non-family labour (Hulme and 

Mosley, 1996). 

2.3.11. A study of 13 MFIs by Mosley and Hulme (1998) in seven countries 

(Bolivia, Indonesia, Bangladesh, Sri Lanka, Kenya, India and Malawi) has 

constructed an “impact frontier” which describes inverse relationship 

between outreach and impact. Hulme and Mosley (1998) suggest that 

providing credit for micro enterprises is unlikely to help the poorest people 

to increase their incomes. 

2.3.12. A detailed research with users has found that some design features of 

savings and credit schemes are able to meet the needs of very poor people. 

For example it was found that easy access to savings and the provision of 

emergency loans by SANASA enabled people to cope better with seasonal 

income fluctuations (Montgomery, 1996). 

2.3.13. Wydick (1999a) finds that access to credit in Guatemala increased upward 

class structure mobility significantly. Using same data set his study (2002) 

finds that access to credit leads to job creation initially but it is followed by 

prolonged periods of stagnant job creation. Wydick (1999b) constructs a 

theoretical model to analyse the economic tradeoff between future returns to 

schooling and current returns to child labour in Guatemalan household 

enterprises. He states that in some states, micro credit increases the 

probability of children attending schools; however, during certain states of 
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moral hazard the cost of schooling may outweigh the benefits of child 

labour. 

2.3.14. Microfinance clients appreciate access to micro savings. Low income 

households often worry about going into debt and micro savings can be 

turned into ‘lumps’ of money that can be spent on major purchases or events 

(Rutherford, 2005). 

2.3.15. Mosley’s study (2001) in Bolivia shows that assets and income increased 

commensurate with initial levels of poverty, but over-leveraging may lead to 

vulnerability of microfinance borrowers. 

2.3.16. Copestake et al. (2001) point out that borrowers who were able to raise two 

loans, experienced high growth in profits and household income as 

compared to a control sample, but borrowers who never qualified for a 

second loan were actually worse off due to MFI collection mechanism. 

2.3.17. Kevane and Wydick’s study (2001) finds out that targeting micro enterprise 

credit to poor women implies a trade-off between economic growth in 

favour of poverty reduction and child welfare. Female entrepreneurs of child 

bearing age create significantly fewer jobs than male entrepreneurs. Most of 

these studies provide evidence of positive impact of microfinance. 

2.3.18. Dunn (2001) finds out that enterprises of MFI participants performed better 

than nonparticipants.  

2.3.19. Anderson (2002) studied 147 MFIs and found that participation in MFI 

programmes increased awareness and common pool resource stewardship.  

2.3.20. Woller and Parson (2002) estimated that a microfinance programme in 

Portoviejo, Ecuador contributes $480000 per annum in direct and induced 

economic benefits to the local economy. 

2.3.21. Impact studies on microfinance in Bolivia (Mosely, 2001), China (Park and 

Ren, 2001), Ecuador (Waller; Parson, 2002), Gautemala (Kevane and 

Wydick, 2001), Robinson (2000), Thailand (Coleman, 1999), Uganda 

(Barnesw et al. (1999) and Zambia (Copestake et al. 2001) and by Mosley 

and Hulme (1998) Anderson et al. (2002) show that impacts are highly 

contextually specific. 

2.3.22. Dunn and Arbuckle (2001) report positive poverty reduction impact of 

microfinance. Chen and Snodgrass (2001) while studying the impact of 

micro financial operations of Self Employed Women’s Association (SEWA) 
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in Ahmedabad, India, report that there was significant movement in above 

and below poverty line clients. 

2.3.23. Meyer (2002) argues that there is no strong evidence of poverty reduction 

impact of SEWA Bank’s operations. 

2.3.24. Banegas et al. (2002) found in Bolivia that the better off amongst the poor 

are benefiting more from microfinance.  

2.3.25. Burgess and Pande (2003) also remark that branch expansion programme 

between 1961 and 2000 lead to reduction in poverty through supporting 

activities of trade and services in the informal sector. Microfinance can reap 

opportunities in urban areas and can have impact on urban poverty. 

2.3.26. Pitt et al. (2003) find that there is significant positive impact in two out of 

three health measures for children of female borrowers. Male borrowing had 

no such impact. 

2.3.27. Dr. Yunus (2003) emphasizes that micro credit is not a miracle cure to 

alleviate poverty.  

2.3.28. More positive conclusions in terms of the ability of microfinance to reduce 

vulnerability are found in Indonesia by Gertler et al. (2003), who find that 

access to microfinance helps poor households smooth consumption in the 

face of decline in the health of adult family members. 

2.3.29. While conducting a study in Bangladesh to examine the impact of 

microfinance on poverty, Rahman (1986) states that around 40% of the 

clients of MFIs are non-poor. NGO-MFIs are dominated by such clients who 

take away major chunk of loans for themselves. Often loans are taken for 

productive purpose but are used for consumption purpose or to pay 

educational expenses or for sickness or house repair. This reduces the pace 

of poverty reduction. Rahman (2010) points out that in Bangladesh there is 

no clarity about deposit taking for NGO-MFIs. These institutions hesitate to 

give loans on a long term basis as a result of which poor people cannot 

borrow adequate amount to start a productive activity. He stressed need for 

differentiated loan products to cater needs of different clients. He called for 

curbing certain practices of NGO/MFIs such as not allowing loan 

rescheduling and withdrawal of personal savings, not disbursing agreed 

loans, keeping part of loan as saving deposit with NGO-MFI, no reduction in 
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interest on prepayment of loan, complicated lending and interest calculation 

procedures.  

 

Microfinance products such as micro insurance are not popular with the 

clients. There is multiple borrowing by clients leading to indebtedness. In 

Bangladesh, the average overlap rate is 33% (PKSF, 2004). There are 

instances where there is unauthorized use of clients’ savings to recover loans 

(Rahman, 2010).  

 

There is dearth of talented workforce in microfinance sector as workers are 

poorly paid. There is a huge gap between the salary of staff and the CEOs. 

Governance of these NGO-MFIs is extremely weak (Rahman, 2010). 

2.3.30. Arun et al. (2006) find that microfinance by MFIs plays an important role in 

poverty reduction. In rural areas, households that are accessing loans for 

productive purposes are able to come out of poverty. In urban areas, 

however, microfinance helps in reducing poverty of households that are 

accessing loans for productive purpose or for consumption purpose. 

2.3.31. Referring to a study conducted by Mahila Abhivruddhi Society Andhra 

Pradesh (APMAS) (Mahajan and Ramola, 2003), Shylendra (2006) points 

out that a significant proportion of SHGs are of poor quality which may have 

a bearing on their ability to access savings and credit on a sustainable basis. 

The APMAS study found out that 40% of the SHGs were of poor quality to 

access bank linkage. 

2.3.32. The gist of Bangladesh’s microfinance industry as reported by Rahman’s 

study (2010) is that it has failed to achieve the objective of alleviation of 

poverty as micro loans are not sufficient to start sustainable micro 

enterprises.  

2.3.33. Small Industries Development Bank of India (SIDBI) commissioned a 

comprehensive study of 25 MFIs from all over the country to study the 

impact of microfinance in 2001. In the first stage, a baseline survey (BSL) of 

some 20 MFIs was conducted in 2004-05. A large sample of 5327 

households (3908 clients and 1419 non clients) was taken for impact study. 

In the second stage, BSL was completed in four phases in 2007. The study 

shows that overall 80% of the clients are females. In case of group based 
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MFIs 96%, in case of Grameen type MFIs 98% and in case of individual 

banking 30% clients are females. There is highest representation (45%) of 

backward classes in the sample taken for study. The outcome is micro credit 

has made a perceptible impact on the lives of poor client households. There 

is increase in asset acquisition of very poor from 32.3% to 40%. Productive 

assets increased from 37% in baseline to 47.0% in end line. Sixty seven per 

cent clients had multiple source of income. Percentage of household 

borrowing from the money lenders came down from 7.96% to 5.04% and 

from friends; it came down from 5.32 % to 2.61%. 

 

SIDBI study resorted to wealth ranking in very poor, poor, border line and 

self-sufficient categories. An index based ranking was designed for this 

purpose. The study shows that half of the very poor moved to the category of 

poor, 17% still remained in the same category in the end line and 40% 

remained in the same category in case of poor. About 10% of them moved 

down to very poor category. Perhaps only provision of credit is not sufficient 

to pull the households out of poverty: they need credit plus services to cross 

the poverty line on a long term basis. 

2.3.34. The SHG-Bank Linkage project initiated by NABARD has good impact on 

various economic variables viz. employment, income, interest rates, savings 

and poverty alleviation. A study conducted by V. Puhazendi and K. C. 

Badatya (2002) in Chhattisgarh, Jharkhand and Orissa points at reduction in 

poverty ratios. They found that in pre-SHG situation 87.8% members were 

below poverty line while in post-SHG situation 74.8% members were below 

poverty line. NABARD’s interventions lead to increase in employment 

especially in non-farm activities (NABARD, 2005-06). 

2.3.35. Swain et al (2009) points out that SHG membership has a positive impact on 

asset accumulation (a long term impact) but has potentially negative effect 

on current income generation. Analyzing the Compound Annual Growth 

Rate (CAGR) technique used by NCAER for pre-post evaluation, she finds 

out that this method is imprecise for impact studies.  

2.3.36. Hulme and Arun (2011) have refuted the common belief that microfinance 

reaches ‘poorest of the poor’ and that all loans are taken for investment in 

micro enterprises. Recent studies in India indicate that loans taken for 
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productive purposes were more important for poverty reduction in rural 

areas than in urban areas. Simple access to loans from MFIs has greater 

poverty reducing effects than access to loans from MFIs for productive 

purposes. 

2.3.37. Hulme (2011) considers that in many countries, including India, banking 

regulations need amendment so that well managed MFIs can offer saving 

services to poor households. Many studies show that financially excluded 

poor households value access to secure savings as much as access to loans 

(Hulme and Mosley, 1996; Collins, Morduch, Ruthven and Rutherford, 

2009). Unfortunately the governments are not treating microfinance 

regulation as a priority as e. g. in India, the Microfinance Institutions 

(Regulation and Development Bill) was presented in the Parliament in 2007, 

has been approved by the Union Cabinet but it is yet to be passed in the 

Parliament. In the new draft of the Microfinance Bill, the RBI has been 

assigned the role of the primary authority to oversee the sector and 

discourage state level legislation. But there is huge support towards state 

level legislation, especially in Andhra Pradesh, due to unethical practices of 

some of the MFIs. Sadly, the Bill does not capture the Malegam Committee 

report recommendations for an efficient microfinance sector (Hulme; Arun, 

2011). 

2.3.38. Woolcock (1999): has discussed five cases of failure within group based 

microfinance programs. These are:  

i. The People’s Bank in Ireland 1894-1914 (a failed replication)  

ii. Ekorchalli Branch, Grameen Bank, Bangladesh (a branch crisis)  

iii. Borml Branch, Grameen Bank, Bangladesh (a group in crises)  

iv. The Bridge Foundation, South India (ineffective guarantors and staff)  

v. Myrada, South India (a failed institutional replication) 

2.3.39. There are two schools of thought-welfarists and institutionists for the 

measurement of performance of MFIs. Welfarists argue that MFIs can 

achieve sustainability without achieving financial sustainability (Brau and 

Woller, 2004). Welfarists tend to emphasize poverty alleviation, place 

relatively greater weight on depth of outreach relative to breadth of outreach 

and gauge institutional success according to social metrics. This is not to say 

that breadth of outreach and financial metrics don’t matter. Welfarists feel 
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that these issues are important, but they should not be achieved at the cost of 

depth of outreach (Brau and Woller, 2004). On the other hand, today when 

the microfinance industry is ruled by an institutionist paradigm, studies by 

Morduch (2000) and Woller et al. (1999) stated that an MFI should be able 

to cover its financing and operating costs with program revenues. 

Institutionists argue that unless we build sustainable MFIs that are capable of 

running independent of subsidies, the promise of MFIs, of eradicating world 

poverty will not be met. They argue that a sustainable MFI helps to expand 

outreach and reach more poor people. The research work of the rural finance 

program at the Ohio State University provides conceptual foundations to the 

institutionist paradigm. 

2.3.40. The impact of micro finance is different for different organisations and 

varies greatly from one region to another region. The impact analysis by 

different scholars provides varying picture, most of them positive Bulletins 

and newsletters on micro finance experiments are published by various 

agencies enumerating a number of success stories regularly. Most of the 

studies evaluating the impact of micro finance use repayment rates, the scale 

of operations and growing levels of institutional sustainability as proxy 

indicators of the success of the programme. The literature focused on the 

direct impacts of micro finance on poverty reduction and other dimensions 

of welfare can be broadly classified into three categories. At one extreme, 

there are studies, which argue that micro finance has much positive 

economic and social impact on the poor (Hashemi, Schuler and Riley: 1996) 

They celebrate the programme as a panacea for poverty alleviation and 

women’s empowerment (as explained by ‘Finance School) On the other 

hand, some scholars caution against the optimism about the micro finance 

(Adams and Von Pischke' 1992, Buckley: 1997, Montgomery: 1996). In the 

middle are some scholars that identify beneficial impacts but argue that 

micro finance does not assist the poorest, as is often claimed (Hulmey and 

Mosley 1996, 1998) The last two categories can be explained by the 

‘Poverty School ’ of thought. 

 

Hashemi et al advocate micro finance and argue on the basis of findings 

from a study of Grameen Bank and Bangladesh Rural Advancement 
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Committee (BRAC) that the minimalist credit programmes provide access to 

an important economic resource, i.e. credit. In the process it empowers 

women by strengthening their economic roles and increasing their ability to 

contribute to their families’ support. According to them the ritualistic and 

disciplined mode of operation of these credit programmes strengthens the 

participants’ ability to control their assets and income. Within the existing 

spectrum of development intervention in Bangladesh, and so also in other 

developing countries, these programmes seem to be more effective in their 

demonstrated ability to reach poor women in large number and in its 

potential to empower them A comparative study of Grameen Bank, BRAC 

and Bangladesh Rural Development Board’s (BRDB)  by Khandker et al 

shows rise in average household income and non-farm productivity to 

varying degrees The credit based programme has positive externalities on 

the rural economy. The study also shows that the Grameen Bank, which is 

the provider of the largest average loans per borrower, has managed to 

reduce poverty not only among the participants but also among the non-

participants in programme villages. 

 

The scholars cautioning against over optimism about micro finance argue 

that the programme does support the poor in their need for credit by 

moderating the short-term hardships, but there is little evidence of an on-

going process of accumulation based on improved productivity and capacity 

(Adams and Von Pischke: 1992, Buckley: 1997, Montgomery: 1996). 

Dichter points out that there is no convincing evidence that micro credit is 

developmental. The evidence to establish a clear shift in the use of SHG 

loans to economically sound activities is also lacking. Fisher et al write: 

“The micro-finance industry has become fixated with micro enterprise, as 

though it can shift many poor people out of poverty. The reality is that many 

micro enterprises are not productive, but simply subsistence enterprises.” 

 

Hulmey and Mosley take the intermediate stand. They make an important 

remark that the development of micro enterprises and small enterprises 

should not be equated with poverty reduction, contrary to the understanding 

reflected in recent writings. At times the two do coincide, but not 
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necessarily. It should, therefore not be confused with the programme for 

poverty alleviation, although the programme has potential to support the 

poor in times of hardship and help them to avoid the deterioration of their 

economic status. 

 

2.4. Microfinance and Poverty Alleviation Study in favour of Microfinance 

2.4.1. Hulme and Mosley (1996) employed a control group approach looking at the 

changes in income for households in villages with microfinance programs 

and changes for similar households in non-program areas. Programs in a 

number of countries are considered including the Grameen Bank in 

Bangladesh and the Bank Rakyat Indonesia (BRI). In general a positive 

impact is found on borrower incomes of the poor (1988-92) with on average 

an increase over the control groups ranging from 10-12% in Indonesia, to 

around 30% in Bangladesh and India. 

2.4.2. The surveys conducted in the 1990s by the Bangladesh Institute of 

Development Studies (BIDS) and the World Bank. The study summarizes a 

number of different studies conducted in Bangladesh using the 1991-92 

survey and focusing on three major microfinance programs, including the 

Grameen Bank and the Bangladesh Rural Advancement Committee 

(BRAC). The study draws a number of conclusions, but the main one is that 

the program had a positive effect on household consumption, which was 

significantly greater for female borrowers. In terms of poverty impact it is 

estimated that 5% of participant households are pulled above the poverty 

line annually. 

2.4.3. Khandker, Shahidur R. (1998) measures the varying effects of three 

microcredit programs from Bangladesh (Grameen, BRAC and RD-12) on 

participants, as well as the impact on the local economy. The study 

concludes that microfinance reduces poverty by increasing per capital 

consumption among program participants and their families. Poverty 

reduction estimates based on consumption impacts of credit show that about 

5 percent of program participants can lift their families out of poverty each 

year by participating and borrowing from microfinance programs. Moreover, 

some of this reduction may result from income redistribution rather than 

income growth. 
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2.4.4. Zaman (2000) examines the extent to which micro-credit reduces poverty 

and vulnerability through a case study of BRAC, one of the largest providers 

of micro-credit to the poor in Bangladesh. The main argument in this paper 

is that microcredit contributes to mitigating a number of factors that 

contribute to vulnerability whereas the impact on income-poverty is a 

function of borrowing beyond a certain loan threshold and to a certain extent 

contingent on how poor the household is to start with. Zaman discusses 

several ways by which membership in micro-credit programs reduces 

vulnerability - by smoothing consumption, building assets, providing 

emergency assistance during natural disasters, and contributing to female 

empowerment. 

2.4.5. Rudjito (2003) explained the successful of Bank Rakyat Indonesia using 

their microfinance programme such as BKD (Bank Kredit Desa/Village 

Credit Bank), P4K (Program Peningkatan Pendapatan Petani dan Nelayan 

Kecil/Fishery and Farmers Income Generating Project), and BRI Unit. 

Using cultural approach, BKD has built more than 4,500 microfinance 

institutions and served more than 700 thousands of people. In Rural Area of 

Java and Madura Islands, the P4K has served the people by lending credit by 

more than 683 billion rupiahs to more 170 thousands group of people in the 

rural area, with non performing loan only 6.78 % as on 2002. The BRI Unit 

which started since 1984 has achieved more than 25 millions of people in 

saving and serves more than 4 million of people in credit services. 

2.4.6. SMERU (2005), a Research Institute Indonesia, specifically conducted 

research on microfinance in 2005, and found significant contribution of 

microfinance to the poverty alleviation. The research was named as Sulawesi 

Agriculture Area Development Project (SAADP) and funded by the World 

Bank. The project is an economic-commercial project whose aim is to 

reduce poverty in Central Sulawesi and Southeast Sulawesi. The result of the 

research reveals that SAADP had a positive impact on increases in all types 

of agricultural perspectives among farming respondents. Most of SAADP 

respondents said that their nominal household income had risen as a result of 

their participation on project. 

2.4.7. MkNelly et al. (1996) evaluated the Freedom from Hunger credit with 

education program in Thailand operated through village banks. The results 
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show positive benefits, however, although non-participants in non-program 

villages are used as controls, there are problems in accepting the results. No 

statistical tests are reported, so one cannot judge whether differences 

between participants and nonparticipants are significant. 

2.4.8. Chen and Snodgrass (2001) examine the operations of the Self Employed 

Women’s Association (SEWA) bank in India, which provides low-income 

female clients in the informal sector with both saving and loan services. The 

study tests for the impact of these services by comparing the bank’s clients 

against a randomly selected control group in a similar geographic area. Two 

surveys were conducted two years apart. Average incomes rose over time for 

all groups’ borrowers, savers and the control although the increase was less 

for the latter. In terms of poverty incidence there was little overall change, 

although amongst the clients of SEWA there was quite a lot of movement 

above or below the poverty line. 

2.4.9. Chen et al. (1999) in a study about SEWA bank in India; average daily 

expenditure on food is 21% higher than in non-client households. In 

contrast, saver only households enjoy only a small dietary margin over non-

client households. Average daily expenditure on food is only 5% higher than 

in non client households. The average number of income sources was 2.7 for 

client households compared with 2.5 for both saver-only and non-client 

households. It is interesting to note that the net impact of the wide-spread 

closure of large textile mills in Ahmadabad City appears to be that the 

borrower households suffered greater setbacks (more jobs lost and less 

compensation paid) but were able to recover more quickly (more laid-off 

workers are currently economically active) than saver-only and non-client 

households. 

2.4.10. Dunn and Arbuckle (2001a, 2001b) use an analysis of covariance to examine 

loans to micro-enterprises for 305 households in Lima, Peru by Mibanc, a 

microfinance institution in Latin America. The study draws on data at two 

points in time 1997 and 1999 and looks at changes in the borrowers relative 

to a control group of households who had not received a micro-enterprise 

loan. On average the borrower group appears to be around or slightly above 

the national poverty line, with approximately 30% below the national 



Chapter-2 Literature Review 

77 

poverty line. The poverty dimension of the study shows a positive poverty 

reduction effect. 

2.4.11. Banegas et al (2002) look at the operations of two MFIs in Ecuador (Banco 

Solidario) and Bolivia (Caja los Andes) utilizing the CGAP poverty index to 

establish outreach and a log it regression model that links participation in a 

program with income changes and poverty scores. It is found that for both 

institutions taking a loan is associated with increases in income. However 

income change is measured not by the size of monetary values but by a 

simple scoring system (1 for income decrease, 2 for unchanged income and 

3 for income increase). 

2.4.12. From a nutritional perspective MkNelly and Dunford (1999) look at the 

impact of Credit with Education loans to women in rural Bolivia. A 

relatively rigorous approach is applied by collecting data two years apart 

from a participant group and a control group, who would be offered the 

credit at the end of the study period. Roughly two-thirds of participants 

reported an increase in income over the study period and their net incomes in 

1997 appeared far higher than the control group In general, for Latin 

America the available studies suggest that MFIs, whilst they may be 

flourishing in commercial terms, and providing a valuable service to 

microenterprises often run by poor entrepreneurs, have relatively weak 

impact on those at the very bottom of the income distribution. 

2.4.13. McCulloch, Neil and Bob Baulch (2000) reported a research conducted by 

UK Institute of Development Studies about the poverty of rural Pakistan. 

The results of applying different measures of transitory and chronic poverty 

to the income data suggest that 68 percent of total poverty is transitory, 

arising from variations in households’ incomes. Reduction in chronic 

poverty will still require improvements in the human and physical capital of 

the poor. Most of the anti-poverty policies are to reduce transitory poverty 

and those are include two types of measures; firstly, enhancing the ability to 

smooth out income fluctuations and secondly possible interventions which 

include provision of micro-credit, seasonal public works, crop insurance and 

food price stabilization schemes. 

2.4.14. Remenyi et al. (2000) concluding their study about microfinance that 

household income of families with access to credit is significantly higher 
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than for comparable households without access to credit. In Indonesia a 12.9 

per cent annual average rise in income from borrowers was observed while 

only 3 per cent rise was reported from non borrowers. Remenyi notes that, in 

Bangladesh, a 29.3 per cent annual average rise in income was recorded and 

22 percent annual average rise in income from non-borrowers. Sri-Lanka 

indicated a 15.6 rise in income from borrowers and 9 per cent rise from non 

borrowers. In the case of India, 46 per cent annual average rise in income 

was reported among borrowers with 24 per cent increase reported from non-

borrowers. The effects were higher for those just below the poverty line 

while income improvement was lowest among the very poor. 

2.4.15. A study by Barnes, Carolyn and Erica Keogh (1999) in Zimbabwe observes 

major differences in income distribution. For example, nearly half of the 

new client and non-client households had a monthly income of less than 

Z$2,000, compared with about one-fifth of the repeat client households. In 

contrast, half of the repeat clients had an estimated monthly household 

income of Z$4,000 or more. Members of repeat borrower households have 

on average one year of education more than those of non client households. 

The average number of income sources was 2.5 for clients households 

compared with 2.1 for non clients. Similar numbers in the Uganda study 

were 3.23 compared with 2.53. 

2.4.16. Versluysen and Eugene (1999) in their study find that household income of 

families with access to credit was significantly higher than for comparable 

households without access to credit. Poor households that have had access to 

microfinance services show significant increases in asset accumulation, 

providing them with both a safety net against misadventure as well as 

resources for self-help investments. Increased household income improves 

nutrition, and improves the probability that poor children from poor families 

will go to school. 

2.4.17. UNICEF (1997) experience with microcredit has shown that the poor can be 

disciplined borrowers and savers, able to repay loans on time and to save. In 

Nepal, UNICEF has linked the delivery of social services to credit and other 

support provided under the Small Farmer development Programme (SFDP) 

since 1982-1983. In areas where credit has been combined with support for 

basic social services, infant mortality is lower, school attendance for girls is 
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higher and children’s health, nutrition and education have shown greater 

improvement, than in areas where credit alone is given or where no credit is 

provided. 

2.4.18. Nelson et al. (1996)  in their study about village banking find that 

programme participation has positive economic impact borrowers had been 

able to improve their economic returns either by expanding their existing 

activities, diversifying their strategies or decreasing costs. In Thailand, the 

income generating strategies of 68 village bank members, who had 

participated for at least one year, were found to be more diversified and of a 

higher return than those of 60 randomly selected nonparticipants. In the 

previous year, 61% of the borrowers had earned income from animal rising 

and 31% from microenterprises as compared to 22% and 5% respectively for 

nonparticipants. Women participating in the programme had invested $65 of 

money they controlled in agriculture as compared to only $16 for 

nonparticipants. 

2.4.19. Meyer (2002) reached a conclusion from survey evidence for Asian 

countries that while access to microcredit seems to have an overall positive 

effect on income and education; results differ substantially across countries 

and programs both in magnitude and statistical significance and robustness. 

Because income and expenditure are the basic measures of household 

welfare, rigorous microfinance impact evaluations always cover changes in 

these variables. As a result, some studies show positive impacts and other 

studies could not establish significant impacts. 

2.4.20. Chamhuri Siwar and Basri Abd (2001) wrote about the effects of 

microfinance on poverty alleviation in Malaysian context. It argues that as 

poverty alleviation measure Malaysia implemented micro finance 

programme since 1986.This work evaluates the performance of three MFIs 

namely Amanah Ikhtiar Malaysia (AIM), Yayasan Usaha Maju (YUM) and 

Koperasi Kredit Rakyat (KKR). The paper provides a micro-finance 

capacity assessment to identify issues and constraints especially with respect 

to outreach, viability or sustainability, resource mobilization, and policy 

environment. 

2.4.21. Ruben D. Canlas Jr (2009) quotes rigorous impact studies of microcredit 

conducted in the past 10 years; show mixed results regarding impact on 
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income and expenditure. Some studies show a significant, positive impact on 

beneficiaries while others show no significant impact. This evaluation study 

undertook a rigorous estimation of the impact of microcredit in the 

Philippines and compares the results with other similar studies. The 

literature on the five primary areas of concern regarding indicators of the 

impact of microfinance: (i) income, expenditure, and savings; (ii) other 

financial transactions; (iii) enterprises and employment; (iv) household 

assets and (v) human capital investments. 

2.4.22. In his book, Banker to the Poor, Yunus cites several stories on how 

Grameen broke formal barriers in politics to let in more women in political 

positions. He shows how Bangladesh has progressively included women in 

its parliament and comparisons are made with Philippines, a country that 

supposedly espouses gender equality has an equal percentage of women in 

high political seats compared with Bangladesh. He concluded that several 

decades ago, it would have been difficult to imagine women winning seats in 

Bangladeshi parliament. 

2.4.23. Oomman (2008) made a study about the effects of Kudumbasree an official 

microfinance institution in Kerala. Kudumbasree is the project implemented 

by govt. of Kerala since 1998. This study analyses the functioning and 

effects of this institution and concludes that it makes some positive impact 

on the members of the SHGs formed under it.  

2.4.24. Dr. VP Raghavan in his paper on kudumbasree   examines the socio -

economic impact of the Kudumbashree projects on the rural and urban poor 

in salvaging from deprivation and creating gender equity. 

 

2.5. Microfinance and Poverty Alleviation Study against Microfinance 

2.5.1. Fernando (2004)51 claimed that instead of eliminating poverty, 

microfinance is in fact perpetuating it. Cited from The consultative Group to 

Assist the Poor (CGAP) in 2003, Fernando argues that the users of 

microfinance are generally those who are living within poverty lines and 

those who are among the poorest in the society remain neglected and 

invisible by the microfinance. The requirement set by microfinance cannot 

be fulfilled by the poorest or extremely poor groups in the society. 
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2.5.2. Robinson and Marguerite (2001) states that there are two means for 

microcredit—the ‘poverty-lending approach’ which promotes donor-funded 

credit for the poor, especially the poorest of the poor; and the ‘financial 

systems approach’ which advocates commercial microfinance for the 

economically active poor and other, subsidized and charitable nonfinancial 

methods of reducing poverty and creating jobs for the extremely poor. 

Robinson criticizes poverty-lending approach and support financial systems 

approach. According to him financial systems approach is the only method 

for sustainable microfinance operation. The economically active poor tend to 

know their business and to understand their financial needs better than the 

institutional staff who train them. 

2.5.3. Develtere and Huybrechts, 2005 questioned argument of many researchers 

about contribution of microfinance to poverty alleviation and whether they 

can reach and positively affect the “bottom poor.” Using a unique panel data 

set with monthly consumption and income data for 229 households before 

they received loans in two Bangladeshi villages, it is found that while 

microcredit is successful at reaching the poor, it is less successful at reaching 

the vulnerable. The study results also suggest that microcredit is 

unsuccessful at reaching the group most prone to destitution, the vulnerable 

poor. 

2.5.4. Amin, et al. (2003) in a study based on some programs in South Africa  

found that in practice, microfinance may still not reach the very poorest, 

since some borrowers still experience credit rationing in microcredit 

programmes, including inequality in terms of benefits and loan sizes as well 

as limited access to services. 

2.5.5. The empirical study of Chowdhury (2006), et al, indicates that the main 

objective of the micro-credit movement in Bangladesh (and elsewhere) is to 

reduce poverty. Despite this there is still considerable debate in the 

development economics community concerning the effect of micro-credit on 

poverty. According to him effectiveness of micro-credit as a real poverty 

alleviation tool does not depend on its short-run impacts. Giving people 

money may raise them out of poverty for a short period of time but when the 

money is spent they fall back into poverty. For microcredit to permanently 

reduce poverty it must have a long-run impact. Its aim is to lead to a 
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sustainable increase in a household’s ability to create wealth citing example 

of Grameen Bank of Bangladesh. 

2.5.6. Microfinance, in case of Grameen Bank or Bangladesh Rural Advancement 

Committee (BRAC), is subsidized. Grameen Bank is heavily subsidized by 

donors and the government, thus, its performance conditional upon grants 

and subsidized funds, Grameen Bank possibly cannot survive without 

subsidy.  

2.5.7. Many NGOs in the microcredit industry survive primarily on such subsidies, 

and in reality many NGOs come to the industry specifically seeking such 

subsidies as avenues for financial benefits of the organizers of those NGOs. 

The NGO sector is still, with exceptions, not financially sustainable and 

continues to rely on subsidies of various sorts. In these circumstances, there 

is a need for studies that shed light on the poverty consequences of different 

microfinance structures. If NGOs are to continue to draw on subsidized 

finance there is a need to demonstrate that they can reach the poor and do so 

in a cost-effective manner, as compared with other forms of poverty 

targeting interventions. 

2.5.8. Wright and Graham A. N. (2000) quoted an Asian Development Bank 

(1997) report notes that in Bangladesh, between one quarter and on third of 

the loans were used fully or partly for purposes that were not directly related 

to production. In rural areas, these uses included subsistence household 

expenditures on food and clothing; housing improvements; loan repayments; 

tube wells for drinking water; purchases of homestead land; and the release 

of mortgaged land. In urban areas, these uses included payment for medical 

expenses, household expenses, and the purchase of furniture. 

2.5.9. Marcus et al. (1999) concerns that the recent international enthusiasm for 

microfinance is obscuring other, possibly more effective, means of poverty 

reduction, and that some of the best practices which these initiatives promote 

may be undermining the wider potential of microfinance. The effects of 

failed investments have received little attention. Hulme and Mosley’s seven 

country study, however, suggests that a significant proportion of enterprises 

financed by MFIs do fail for example 10-15% of those supported by 

BancoSol in Bolivia and 25% of the early activities financed by the Malawi 

Mudzi Fund. It is often observed that returns to labour in income-generating 
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projects are very low and that similar remuneration for the same hours 

worked in wage employment would be considered extremely exploitative. 

Whilst participants may view this as preferable to working for an employer, 

this is not always the case, many micro entrepreneurs start businesses 

because they cannot get employment. 

2.5.10. Hume (2000) argues that MFIs are not a cure for poverty. According to him, 

MFIs could create and provide a broad range of micro financial services that 

would support poor people in their efforts to improve their own prospects 

and the prospects of their families. He believes that effective microfinance 

products designed to help the poor are more likely to achieve the goals that 

poor people seek to achieve. 

2.5.11. Kingsbury (2007) argued that microcredit programs did little to alleviate 

overall poverty, even in countries like Bangladesh. About 45 percent of the 

country’s population lives below the poverty line, down just 2 points in the 

past decades. Bornstein (1999) criticized the impact of important 

microfinance institutions, particularly Grameen Bank and Bangladesh Rural 

Advancement Committee for many reasons. In his view, MFIs put rigorous 

social control measures and many disciplinary imperatives. 

2.5.12. Dyal Chand (2005) asked the question whether microcredit is a cure for 

entrenched poverty or not. She answered based on the information available 

to her that there are no statistics to prove. She is critique of the Grameen 

Bank and micro-lending projects and her experience and work on 

microfinance programs created a negative image of this new paradigm of 

development in the intellectual community. 

2.5.13. Buss, Terry (1999) reviews the current issues in the microcredit field and 

summarizes criticisms of microcredit. According to him governments are 

supporting microcredit because they fear implementing large-scale land 

reform. Microcredit may force poor people or groups of borrowers into debt 

they cannot repay, or into businesses where they can barely subsist. Heavily-

subsidized microcredit distorts capital markets, crowding out private credit 

or channeling resources away from more productive investments and 

politicizing the process. Even if microcredit programs succeed, they make 

little difference in economies, even in small developing economies. The 

poorest of the poor are rarely helped and often hurt. Those who receive 
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subsidized credit in many cases likely do not need it. Most do not have 

positive impacts and many are highly inefficient. Microcredit for these 

reasons may be a bad investment for these reasons. 

2.5.14. Pitt, et al. jointly concluded after a study conducted at Bangladesh that the 

women’s credit has a large and statistically significant impact on two of 

three measures of the health of both boy and girl children. Credit provided to 

men has no statistically significant impact. 10% increase in credit provided 

to females’ increases the arm circumference of their daughters by 6.3%, 

twice the increase that would be expected from a similar proportionate 

increase in credit provided to men. Female credit also has a significant, 

positive but somewhat smaller effect on the arm circumference of sons. 

Female credit is estimated to have large, positive and statistically significant 

effects on the height-forage of both boys and girls. No statistically 

significant effects were found for Body Mass Index (BMI) 

2.5.15. Rahman, Aminur (1999) concludes his paper in recent years the most 

important criterion for success of microcredit programs is determined by 

their ability to achieve financial sustainability which is a desirable concern. 

But, at the same time, the service-providing institutions must also consider 

whether the attainment of such sustainability involves too large a cost in 

terms of borrowers, socio-economic impoverishment. If the aspirations for 

financial sustainability and the objective of serving poor women are 

contradictory, it is likely the latter will be sacrificed, especially when the 

donor and international development community’s attitude and support 

reward the former. The microcredit and microenterprise development 

projects are going to the “the” significant component of the 21st century’s 

development initiatives in both poor and industrialized countries. 

 

Nonetheless, Rahman points out a number of issues with relationships in the 

single village he studied which had Grameen Bank operations. For example: 

“Out of 120 women borrowers, 18% claim a decrease and 70% emphasize 

an increase in violence and aggressive behavior in the household because of 

their involvement with the Bank. In all five loan centers in the study village, 

he discovered that one or two influential members had real control over the 

decision making process of the center. Perpetuation of such power relations 
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in the loan centers is contradictory to Grameen Bank ideology. Rahman 

attributes these problems to a “gulf between the ideology and vision” but 

does not offer specific remedies for Bank practices in the village. 

2.5.16. Gibbons, David S. (1999) also specifically address the work of Rahman: 

“There is of course a flip side to this miracle story. He suggests, from his 

village-level observations in Bangladesh, that the Grameen Bank prefers 

women more for strategic reasons in relation to investment and recovery of 

loans than for the benefit of the women themselves because they are more 

compliant and easier to discipline than the men. Moreover as the honor of 

their wives (and themselves) is at stake in repayment the husbands also 

pressure their wives to repay as required. Thus poor women are pressured 

from both sides, and some describe this as intolerable. These observations 

are useful because these things do happen from time to time, in Grameen 

Bank (GB) Money lending is the core of the GB methodology for poverty-

reduction and therefore  not a pleasant business. 

2.5.17. Khandker, Shahidur R. (1998) pointed out the negative effects of borrowing. 

BRAC and RD-12 reduced employment in villages reflecting the decline in 

farm employment. It reduced the farm income. According to Kandker, the 

usefulness of microcredit as a tool for reducing poverty depends on local 

circumstances. Poverty is often the result of low economic growth or high 

population growth or very unequal distribution of wealth/resources. The 

immediate determinants of poverty are unemployment or under-

employment. When poverty results from unemployment, creating jobs is 

appropriate. When poverty results from low productivity or low income, 

increasing productivity through training, capital investment etc is more 

effective. 

2.5.18. International Labour Organization (ILO) in a study about microfinance listed 

the negative impacts of micro loans such as increased workloads, higher 

social pressure to ensure loan repayment, women often employ daughters 

and daughters-in-law as unpaid employees thereby increasing their workload 

and participation in credit schemes can lead to indebtedness that is 

unmanageable, simply because there are no sufficiently profitable income 

earning activities in which to invest. In this situation, women may end up 

being even more dependant that they were before. 
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2.5.19. Neils Hermes and Robert Lensink (2007) critically evaluate the 

microfinance. Microfinance does not reach the poorest of the poor, or that 

the poorest are deliberately excluded from microfinance programmes. First, 

the extreme poor often decide not to participate in microfinance programmes 

since they lack confidence or they value the loans to be too risky. They will 

therefore benefit only to a very limited extent from microfinance schemes. 

Second, the core poor are often not accepted in group lending programmes 

by other group members because they are seen as a bad credit risk. Third, 

staff members of microfinance institutions may prefer to exclude the core 

poor since lending to them is seen as extremely risk. Finally, the way 

microfinance programmes are organized and set up may lead to the 

exclusion of the core poor. They concluded that it is unclear whether 

microfinance contributes to a reduction in poverty or is the most efficient 

method to reduce poverty without additional measures in areas such as 

education, health and infrastructure. 

2.5.20. Robinson (2001) remarks that poverty alleviation is a multifaceted problem 

which cannot be realized through the introduction of finance alone as it 

requires several solutions. Even then, there are still many that perceive 

microfinance as one of the keys to resolving their poverty issues. If 

microfinance is implemented correctly it improves economic prospects, 

paving the way for better equality of income opportunity. 

 

2.6. Credit Societies & Microfinance 

Credit Societies are structured in cooperative format 

2.6.1. Introduction 

2.6.1.1. Definition of Cooperative: A co-operative is an autonomous association of 

persons united voluntarily to meet their common economic, social, and 

cultural needs and aspirations through a jointly-owned and democratically-

controlled enterprise. (Conn, 2003.3) 

2.6.1.2. Values of Co-Operative: Co-operatives are based on the values of self-help, 

self-responsibility, democracy, equality, equity and solidarity. In the 

tradition of their founders, co-operative members believe in the ethical 

values of honesty, openness, social responsibility and caring for others. 

(Canadian Business Service Centre, 2004) 
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2.6.1.3. Principles of Co-Operative Societies: The co-operative principles are 

guidelines by which co-operatives put their values into practice. 

 Voluntary and Open Membership (1st Principle) 

Co-operatives are voluntary organizations, open to all persons able to use 

their services and willing to accept the responsibilities of membership, 

without gender, social, racial, political or religious discrimination. 

 Democratic Member Control (2nd Principle) 

 Co-operatives are democratic organizations controlled by their members, 

who actively participate in setting their policies and making decisions. Men 

and women serving as elected representatives are accountable to the 

membership. In primary co-operatives members have equal voting rights 

(one member, one vote) and co-operatives at other levels are also organized 

in a democratic manner 

 Member Economic Participation (3rd Principle) 

Members contribute equitably to, and democratically control, the capital of 

their co-operative. 

At least part of that capital is usually the common property of the co-

operative. Members usually receive limited compensation, if any, on capital 

subscribed as a condition of membership.  

Members allocate surpluses for any or all of the following purposes: 

developing their co-operative, possibly by setting up reserves, part of which 

at least would be indivisible; benefiting members in proportion to their 

transactions with the co-operative; and supporting other activities approved 

by the membership. 

 Autonomy and Independence (4th Principle) 

Co-operatives are autonomous, self-help organizations controlled by their 

members. If they enter to agreements with other organizations, including 

governments, or raise capital from external sources, they do so on terms that 

ensure democratic control by their members and maintain their co-operative 

autonomy. 

 Education, Training and Information (5th Principle) 

Co-operatives provide education and training for their members, elected 

representatives, managers, and employees so they can contribute effectively 
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to the development of their co-operatives. They inform the general public - 

particularly young people and opinion leaders - about the nature and benefits 

of co-operation. 

 Co-operation among Co-operatives (6th Principle) 

Co-operatives serve their members most effectively and strengthen the co-

operative movement by working together through local, national, regional 

and international structures. 

 Concern for Community (7th Principle) 

Co-operatives work for the sustainable development of their communities 

through policies approved by their members. 

 

2.7. Evolution & Growth of Credit Societies 

2.7.1. Global Scenario 

 The co-operative movement has been stimulated by a broad range of social 

needs such as community identity and control over key aspects of everyday life. The 

undermining of a community’s identity and the evolution of our market-based 

economy saw co-operatives as an organizational response (Fulton & Laycock, 1990). 

 

 The original co-operative movement was responding to the needs, stresses 

and opportunities that resulted from social and economic modernization (Fairbairn, 

Axworthy, Fulton, Ketilson, & Laycock, 1990). These opportunities lead to the 

development of co-operatives in Western Europe during the 1850s (Co-operative 

Futures Development Project, 1982). 

 

 Consumer co-operatives developed at a dramatic pace during the 1850s in 

England, the heartland of industrialization and modernization (Melnyk, 1985). Co-

operatives were also formulating in Germany during this period, however not as 

consumer co-operatives. Small-scale co-operatives developed based on agricultural 

needs in rural areas. Within the next two decades, Germany had developed both 

regional and national agricultural cooperatives to assist their members in production 

and marketing of their products (Fairbairn, Bold, Fulton, Ketilson, & Ish, 1991). 

 

 In 1844, twenty-eight unemployed community members in Rochdale, 

England pooled their resources and participated in cooperation for mutual benefit 
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(Holyoake, 1908; Shaffer, 1999). The Rochdale consumer co-operative was founded 

on three principles: equality, equity and mutual self-help (Co-operatives Secretariat, 

2003; Holyoake, 1908; Shaffer, 1999). Formally known as the Equitable Pioneers of 

Rockdale Society, Rockdale is seen as the foundation of the modern co-operative 

movement. Based on the three principles, the co-operative movement expanded into 

areas of the economy beyond consumer retail (England) and agriculture (Germany). 

Co-operatives were developed around financial issues such as loans and savings, 

employment opportunities or lack of opportunities and housing opportunities 

(Fairbairn et al., 1991). These principles remained until 1963, when the International 

Co-operative Alliance (ICA) extrapolated the three principles into seven principles 

(Craig, 1980; Shaffer, 1999). The new seven principles are still underlined with the 

original three Rockdale principles. Industrialization and the specialization of labour 

created an environment in which the Rockdale principles were able to succeed among 

community members. By offering an alternative, co-operatives were seen as helping 

people obtain goods and services that they may not otherwise be able to access, 

tailoring to their member’s needs, building stronger communities and creating 

autonomy from external factors (Holyoake, 1908; Shaffer, 1999; Craig, 1980; 

Fairbairn et al., 1991). 

 

 Some twenty years after the incorporation of the Rockdale principles, the co-

operative movement was initiated in Canada (Shaffer, 1999). As a mutual fire 

insurance company for the community of stellar ton, Nova Scotia, and the stellar ton 

Co-operative was formed in 1861. The co-operative movement quickly expanded to 

other sectors in Canada; producer co-operatives in 1876, consumer co-operatives in 

1885 and financial co-operatives/credit unions in 1990 (Shaffer, 1999; Shufang & 

Apedaile, 1998). 

 

 The Co-operative Movement brings together over one billion people around 

the world. The United Nations estimated in 1994 that the livelihood of nearly 3 billion 

people, or half of the world's population, was made secure by co-operative enterprise. 

These enterprises continue to play significant economic and social roles in their 

communities. 
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 Cooperatives have been contributing to employment all over the world for 

decades. Presented for the first time at the 2014 International Summit of 

Cooperatives, the study “Cooperatives and Employment: a global report” carried out 

by CICOPA, the International organization of industrial and service cooperatives, 

discusses the significance of cooperative employment in the global landscape, both 

quantitatively and qualitatively. The results show how cooperatives contribute to 

resilient employment, a sustainable economy and the well-being of people at work, 

making up almost 12% of the entire employed population of the G20 countries. 

Cooperative enterprises generate partial or full-time employment involving at least 

250 million individuals worldwide, either in or within the scope of cooperatives. 

 

 The International Co-operative Alliance represents close to one billion 

individual members. These statistics are calculated from the Alliance's member 

subscription formula. On this basis, the Alliance as the global representative body for 

co-operatives is one of the largest non-governmental organisations in the world today 

by the number of people it represents, according to available figures. 

 

 The country with the largest number of individual members indirectly 

represented by the Alliance is the United States with 256 million members. There are 

nearly 30,000 co-operatives in the US. 

 

 In Asia, India is second with 93.7 million individual members, Japan is third 

with 77 million individual members and Iran is fourth with 36.9 individual members. 

 Five of the top ten countries, by membership, that the Alliance represents - are in 

Asia. 

Italy is the Alliance's first European country with 22.5 million individual co-operative 

members. 

 

2.7.2. Indian Scenario 

Preamble 

 The history of cooperatives in India is more than a hundred years old. The 

following is only brief attempt to capture the major events that led to the cooperatives 

as we see them today. 
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Background 

 Even before formal cooperative structures came into being through the 

passing of a law, the practice of the concept of cooperation and cooperative activities 

were prevalent in several parts of India. Village communities collectively creating 

permanent assets like village tanks or village forests called Devarai or Vanarai was 

fairly common. Similarly, instances of pooling of resources by groups, like food 

grains after harvest to lend to needy members of the group before the next harvest, or 

collecting small contributions in cash at regular intervals to lend to members of the 

group viz., Chit Funds, in the erstwhile Madras Presidency, “Kuries” in Travancore, 

“Bhishies” in Kolhapur etc. were to be found. The “Phads” of Kolhapur where 

farmers impounded water by putting up bunds and agreed to ensure equitable 

distribution of water, as well as harvesting and transporting of produce of members to 

the market, and the “Lanas” which were yearly partnerships of peasants to cultivate 

jointly, and distribute the harvested produce in proportion to the labor and bullock 

power contributed by their partners, were similar instances of cooperation. 

 

 The proposal for agricultural banks was first mooted in 1858 and again in 

1881 by Mr.William Wedderburn the District Judge of Ahmednagar, in consultation 

with Justice M.G. Ranade, but was not accepted. In March 1892, Mr. Frederick 

Nicholson was placed by the Governor of Madras Presidency (for inquiring into the 

possibility) of introducing in this Presidency, a system of agricultural or other land 

banks and submitted his report in two volumes in 1895 and 1897. 

 

 In 1901 the Famine Commission recommended the establishment of Rural 

Agricultural Banks through the establishment of Mutual Credit Associations, and such 

steps as were taken by the Government of North Western provinces and Oudh. The 

underlying idea of a number of persons combining together was the voluntary creation 

of a new and valuable security. A strong association competent to offer guarantees 

and advantages of lending to groups instead of individuals were major advantages. 

The Commission also suggested the principles underlying Agricultural Banks. 

 

 The 1904 Act provided for constitution of societies, eligibility for 

membership, registration, liabilities on members, disposal of profits, shares and 

interests of members, privileges of societies, claims against members, audit, 
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inspection and enquiry, dissolution, exemption from taxation and rule making power. 

All other operational and managerial issues were left to the local governments namely 

to formulate suitable rules and model bye-laws of the cooperative societies. The 

institution of the Registrar, visualized as a special official mechanism to be manned 

by officers with special training and appropriate attitudinal traits to prompt and 

catalyze cooperative development was the result of the Cooperative Societies Act of 

1904. 

 

Cooperative Societies Act, 1912 

 With the developments in terms of growth in the number of cooperatives, far 

exceeding anticipation, the Cooperative Societies Act of 1912 became a necessity and 

cooperatives could be organized under this Act for providing non-credit services to 

their members. The Act also provided for Federations of cooperatives. 

 

 With this enactment, in the credit sector, urban cooperative banks converted 

themselves into Central Cooperative Banks with primary cooperatives and individuals 

as their members. Similarly, non-credit activities were also cooperatively organized 

such as purchase and sales unions, marketing societies, and in the non agricultural 

sector, cooperatives of hand loom weavers and other artisans. 

 

Maclagen Committee on Cooperation (1914) 

 The Banking Crisis and the First World War both affected the growth of 

cooperatives. Although member deposits in cooperatives increased sharply, the war 

affected the export and prices of cash crops adversely, resulting in increased over-

dues of loans of primary agricultural societies. To take stock of the situation, in 

October, 1914 a Committee on Cooperation under Sir Edward Maclagen was 

appointed by the Government, in October 1914, to study the state of, and make 

recommendations for the future, of cooperatives. The Committee’s recommendations 

are basically related to credit cooperatives. It recommended building up a strong 

three-tier structure in every province with primaries at the base, the Central 

Cooperative Banks at the middle tier and the Provincial Cooperative Bank at the apex, 

basically to provide short-term and medium-term finance. Considerable emphasis was 

laid on ensuring the cooperative character of these institutions and training and 

member education, including training of the Registrar and his staff. 
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After the 1912 Act 

 The first Cooperative Housing Society, the Madras Cooperative Union in 

1914, the Bombay Central Cooperative Institute in 1918 and similar institutions in 

Bengal, Bihar, Orissa, and Punjab etc. came up. Other than consumer cooperatives 

and weavers’ cooperatives, other non-agricultural credit cooperatives generally 

performed well and grew in strength and operations during this period. 

 

Government of India Act, 1919 

 In 1919, with the passing of the Reforms Act, Cooperation as a subject was 

transferred to the provinces. The Bombay Cooperative Societies Act of 1925, the first 

provincial Act to be passed, among others, introduced the principle of one-man one-

vote. 

The agricultural credit scenario: The agricultural credit scenario was a matter of 

concern and various committees looked into the problems of cooperative banks in 

various provinces. The Royal Commission on Agriculture in 1928 also reviewed the 

cooperative sector and among others recommended the setting up of land mortgage 

banks. 

 

Agricultural and non agricultural credit scenario 

 In both agricultural and non agricultural non-credit sectors, societies were 

organized, but most faced difficulties in operation as a result of opposition by private 

marketing agencies and also the inexperience of their office bearers. This focused 

attention on strengthening of cooperative institutes and unions for education and 

training. A prominent development of this time was the setting up of the All India 

Association of Cooperative Institutes in 1929. 

 

The setting up of the Reserve Bank of India 

 The setting up of the Reserve Bank of India (RBI) in 1934 was a major 

development in the thrust for agricultural credit. The Reserve Bank of India Act, 1934 

itself required the RBI to set up an Agricultural Credit Department. As cooperatives 

were to be channels for rural development, with the establishment of popularly 

elected governments in 1935, programmes were drawn up in which rural indebtedness 

received priority. The Mehta Committee appointed in 1937 specifically recommended 

reorganization of Cooperative Credit Societies as multi-purpose cooperatives. 
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The Second World War 

 The Second World War boosted the prices of agricultural commodities 

leading to increased returns to farmers and consequently reduction in over-dues to the 

cooperatives. To counter shortages of essential commodities for domestic 

consumption as well as raw materials, the Government resorted to procurement of 

commodities from producers and rationing, for which it decided to utilize the 

cooperatives. This provided a momentum to the growth of multi-purpose 

cooperatives. 

 

The period between1939-1945 

 The period between1939-1945 provided a further stimulus to the growth of 

the Urban Cooperative Credit structure. Many societies had started banking functions 

and had grown in size and operations over a period of time, with substantial 

diversification of activities. 

 

Multi-Unit Cooperative Societies Act, 1942 

 With the emergence of cooperatives having a membership from more than 

one state such as the Central Government sponsored salary earners credit societies, a 

need was felt for an enabling cooperative law for such multi-unit or multi-state 

cooperatives. Accordingly, the Multi-Unit Cooperative Societies Act was passed in 

1942, which delegated the power of the Central Registrar of Cooperatives to the State 

Registrars for all practical purposes. 

 

Gadgil Committee 

 In 1944, the Gadgil Committee recommended compulsory adjustment of 

debts and setting up of Agricultural Credit Corporations, wherever cooperative 

agencies were not strong enough. 

 

Cooperative Planning Committee (1945) 

 The Cooperative Planning Committee under the chairmanship of Shri R.G. 

Saraiya was set up in 1945. The Committee found cooperative societies to be the most 

suitable medium for democratization of economic planning and examined each area 

of economic development. 
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Pre-Independence Development 

 In 1946, inspired by Sardar Vallabh Bhai Patel and led by Shri Morarji 

Desai and Shri Tribhuvan Das Patel, the milk producers of Khera District of Gujarat 

went on a fifteen day strike. Their refusal to supply milk forced the Bombay 

Government to withdraw its order granting monopoly procurement rights to Polson, a 

private dairy. History was made when two Primary Village Milk Producer Societies 

were registered in October 1946. Soon after on 14th December 1946, the Khera 

District Cooperative Milk Producers Milk Union known as Amul was registered. 

 

 The Registrars’ Conference in 1947 recommended that the Provincial 

Cooperative Banks be re-organized to give greater assistance to primary societies 

through Central Banks. For the first time an effective linking of credit with marketing, 

and providing assistance by way of liberal loans and subsidies for establishment of a 

large number of godowns and processing plants was considered. 

 

 It would be appropriate to mention here some developments in Bombay vis-

à-vis cooperatives, which had an impact on the cooperative sector. Shri Vaikunth Bhai 

Mehta took over as Minister, in-charge of Cooperation in the Bombay Government 

after which the cooperative movement in the province received a boost. A Committee 

on Cooperative Education and Training under the Chairmanship of Sir Janardan 

Madan, made recommendations for cooperative education programmes and the setting 

up of an Education Fund. The Agricultural Credit Organization Committee, with Sir 

Manilal Nanavati as Chairman recommended State assistance in agricultural finance 

and conversion of all credit cooperatives into multi-purpose cooperatives. It also 

recommended a three-tier cooperative credit banking system, and various subsidies 

etc. 

 

Developments in the Post-Independence Era 

 After India attained Independence in 1947; cooperative development 

received a boost, with cooperatives being given a vital role in the various plans 

formulated by the Planning Commission. 

 

 The First Five Year Plan (1951-56) outlined in detail the vision of the 

cooperative movement in India and the rationale for emphasizing cooperatives and 
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panchayats as preferred organizations for economic and political development. The 

Plan emphasized the adoption of the cooperative method of organization to cover all 

aspects of community development. It provided for setting up of urban cooperative 

banks, industrial cooperatives of workers, consumer cooperatives, housing 

cooperatives, diffusion of knowledge through cooperative training and education and 

recommended that every government department follow the policy of building up 

cooperatives. 

 

 All India Rural Credit Survey Committee (1951)-A major watershed 

initiative at this time was the appointment by Government of the Gorwala Committee, 

popularly known as the All India Rural Credit Survey Committee. The Committee 

was appointed in 1951 and submitted its report in 1954. It observed that large parts of 

the country were not covered by cooperatives and in such areas where it had been 

covered, a large segment of the agricultural population remained outside its 

membership. Even where membership did exist, the bulk of the credit requirement 

(75.2%) was met from other sources. The Committee recommended introducing an 

integrated system of rural credit, partnership of the government in the share capital of 

the cooperatives and also appointment of government nominees on their boards, thus 

participating in their management. The Committee emphasized the importance of 

training. The creation of the State Bank of India was also a major recommendation. 

 

 The Government and the elected representatives accepted the basic approach 

and the major recommendations of the Gorwala Committee. The Union Government 

acquired a major interest in the Imperial Bank which was converted into the State 

Bank of India. A National Cooperative Development and Warehousing Board were 

set up. The Reserve Bank of India Act was amended to enable it to play an active role 

in building up of cooperative credit institutions. 

 

 The All India Cooperative Congress, held at Patna in 1956, accepted the 

principle of state participation and government representation on the Board of 

Directors of cooperatives. It resolved that the number of such nominees should not 

exceed one-third of the total number of Directors or three, whichever is less and 

applicable even to cooperatives having government share capital in excess of 50% of 

total share capital. This recommendation was accepted by the Central Government. 
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 In 1953, the Government of India and the Reserve Bank jointly constituted a 

Central Committee for Cooperative Training to establish necessary training facilities 

for cooperative personnel. The All India Cooperative Union and the State Cooperative 

Unions were entrusted with training of members and office bearers of cooperative 

organizations. 

 

The Second Five-Year Plan (1956-1961) emphasized “building up a 

cooperative sector as part of a scheme of planned development” as being one of the 

central aims of National Policy. It aimed at enabling cooperatives to increasingly 

become the principal basis for organization of economic activity. The Plan drew up 

programmes of cooperative development based on the recommendations of the All 

India Rural Credit Survey Committee (AIRCS). It was envisaged that every family in 

a village should be a member of at least one cooperative society. Linking of credit and 

non-credit societies to provide better services to the farmers was also targeted. State 

partnership with cooperative institutions at various levels, the essential basis of which 

was to be assistance and not interference or control, was recommended and for 

facilitating State partnership in cooperatives, the Plan also recommended the 

establishment of a National Agricultural Credit Long-term Operations Fund. The 

National Cooperative Development Fund was also established by the Central 

Government, during this period, to enable states to borrow for the purpose of 

subscribing share capital of non credit cooperative institutions in the country. 

 

The Industrial Policy Resolution of 1956 emphasized the need for State 

assistance to enterprises, organized on a cooperative basis for industrial and 

agricultural purposes, and “to build up a large and growing cooperative sector”.The 

Committee on Cooperative Law under the chairmanship of Shri S.T.Raja in 1956 

recommended a Model Bill for consideration of State Governments. Another 

important development, at this time, which affected the cooperative sector, was the 

National Development Council Resolution (1958). The Resolution on Cooperative 

Policy stressed that cooperatives should be organized on the basis of the village 

community as the primary unit and that there should be close coordination between 

the village cooperative and the Panchayat. The Resolution also recommended that the 

restrictive features of existing cooperative legislation should be removed. Many State 
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Governments amended their Acts, as a result of the recommendations of the Model 

Bill.   

 

Cooperative marketing and processing of agricultural produce formed an 

important part of the Integrated Scheme of Cooperative Development in the Second 

Plan. About 1900 primary marketing societies were set up and State Marketing 

Federations were established in all the States, as well as the National Cooperative 

Marketing Federation at the Centre. Marketing cooperatives along with the 

agricultural cooperatives played a major role in promoting the Green Revolution by 

providing credit and inputs to farmers as well as processing their increased outputs. 

 

The Third Five Year Plan (1961-1969) stressed that “Cooperation should 

become, progressively, the principal basis of organization in branches of economic 

life, notably agriculture, minor irrigation, small industries and processing, marketing, 

distribution, rural electrification, housing and construction and provision of essential 

amenities for local communities. Even the medium and large industries and in 

transport an increasing range of activities can be undertaken on cooperative lines”. 

 

From the mid-sixties onwards agro processing cooperatives, particularly in the 

sugar and spinning sector grew in number and contribution, driven primarily by the 

government’s policy of encouraging large scale industries in the cooperative sector 

and term loan assistance from financial institutions. 

 

With the setting up of NDDB to replicate the Anand pattern of cooperatives in 

milk, the Indian dairy cooperative movement received a spurt. Later on NDDB also 

ventured into the field of edible oils. 

 

After the Indo-China war in 1962, both the Consumer Cooperative Structure 

and the Public Distribution System (PDS) was strengthened. The government as a 

matter of policy decided to give preference to consumer or other cooperatives in the 

allotment of fair price shops and certain States allotted new fair price shops only to 

cooperatives. 
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 With the growth of public deposits in Urban Cooperative Credit Societies, it 

was felt necessary to insure these under the Deposit Insurance Scheme of Reserve 

Bank of India. Selective provisions of the RBI Act 1934 and later Banking Regulation 

Act 1949 were made applicable to Cooperative Banks w.e.f. March 1, 1966 to 

regulate their banking business and facilitate insurance coverage of deposits. Thus, 

they became an integral part of the banking system of the country. 

 

Some National Institutions which came into existence in the 1960s- The Agricultural 

Refinance Corporation was set up in 1962 by the Government of India to provide 

long-term loans to cooperatives, through Central Land Mortgage Banks. 

 

 In 1963, the National Cooperative Development Corporation (NCDC) was 

established as a statutory corporation by an Act of Parliament. The establishment of 

the NCDC gave a great boost to the growth of cooperative marketing and processing 

societies. 

 

 While on a visit to Anand in October 1964, impressed by the socio-economic 

transformation brought about by milk cooperatives, Shri Lal Bahadur Shastri, the then 

Prime Minister of India, spoke of the desirability of setting up a national level 

organization, the National Dairy Development Board (NDDB), to replicate the Anand 

pattern of cooperatives in milk throughout the country. 

 

 Several other significant organizational developments also took place during 

this period such as the setting up of various National Cooperative Federations and re-

organization of the National Cooperative Union of India (NCUI). In 1967, the 

Vaikunth Mehta National Institute of Cooperative Management was set up in Pune. 

Growth of consumer cooperatives was also an important development of this period. 

Simultaneously, the growth of Land Development Banks also accelerated and rural 

electric cooperatives and programmes for dairy, poultry, fishery and labour 

cooperatives were set up. 

 

 The Fourth Five Year Plan (1969-1974) – This fourth plan gave high 

priority to the re-organization of cooperatives to make cooperative short-term and 

medium-term structure viable. It also made necessary provisions to provide 
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cooperatives with management subsidy and share capital contribution, as well as for 

the rehabilitation of Central Cooperative Banks. It also emphasized the need to orient 

policies in favour of small cultivators. 

 

 Mirdha Committee - Mirdha Committee in 1965 laid down standards to 

determine the genuineness of cooperative societies and suggest measures to weed out 

non genuine societies; to review the existing cooperative laws and practices to 

eliminate vested interest. The recommendations of the Committee resulted in 

amendments in the cooperative legislation in most states, which destroyed the 

autonomous and democratic character of cooperatives. 

 

 The Fifth Five Year Plan (1974-1979) -The fifth Plan took note of the high 

level of over-dues. In its recommended strategy for cooperative development, the 

correction of regional imbalances and reorienting the cooperatives towards the under-

privileged was to receive special attention. Based on the recommendations of an 

Expert Group appointed by the Planning Commission in 1972, structural reform of the 

cooperative set-up was envisaged. The Plan recommended the formulation of 

Farmers’ Services Cooperative Societies as had been envisaged by the National 

Commission on Agriculture and stressed the need for professional management of 

cooperatives. 

 

 The Sixth Five Year Plan (1979-1985) – This plan also emphasized the 

importance of cooperative efforts being more systematically directed towards 

ameliorating the economic conditions of the rural poor. The Plan recommended steps 

for re-organizing Primary Agricultural Credit Societies into strong and viable multi-

purpose units. It also suggested strengthening the linkages between consumer and 

marketing cooperatives. Consolidation of the role of Cooperative Federal Organi-

zations, strengthening development of dairy, fishery and minor irrigation 

cooperatives, manpower development in small and medium cooperatives were some 

of the planned programmes. 

 

 NABARD Act, 1981- The National Bank for Agriculture and Rural 

Development (NABARD) Act was passed in 1981 and NABARD was set up to 

provide re-finance support to Cooperative Banks and to supplement the resources of 
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Commercial Banks and Regional Rural Banks to enhance credit flow to the 

agriculture and rural sector. 

 

Multi-State Cooperative Societies Act, 1984: With the objective of introducing a 

comprehensive central legislation to facilitate the organization and functioning of 

genuine multi-state societies and to bring uniformity in their administration and 

management, the MSCS Act of 1984 was enacted. The earlier Multi-Unit Cooperative 

Societies Act of 1942 was repealed. 

 

 The Seventh Five Year Plan (1985-1990) - The Seventh Five Year Plan 

(1985-1990) pointed out that while there had been all round progress in credit, poor 

recovery of loans and high level of over dues were matters of concern. The Plan 

recommended amongst others development of Primary Agricultural Credit Societies 

as multiple viable units; realignment of policies and procedures to expand flow of 

credit and ensure inputs and services particularly to weaker sections; special 

programmes for the North Eastern Region; strengthening of consumer cooperative 

movement in urban as well as rural areas and promoting professional management. 

 

 With increasing demand from proponents of an autonomous cooperative 

movement and reforms in the Cooperative laws, the Government constituted a 

Committee on Cooperative Law for Democratization and Professionalization of 

Management in Cooperatives in 1985, headed by Shri K.N.Ardhanareeswaran. The 

Committee recommended the deletion of those legal provisions in State Cooperative 

Acts, which militate against the democratic character and autonomy of cooperatives, 

and also recommended incorporation of several provisions which could activate 

democratic processes for infusing professional management into cooperatives. 

 

 Similarly, in 1989 the Agricultural Credit Review Committee under the 

chairmanship of Prof. A.M. Khusro examined the problems of agricultural and rural 

credit and recommended a major systemic improvement. The Committee 

recommended that the Eighth Plan should become the plan for revival of weak 

agricultural credit societies. 

 



Chapter-2 Literature Review 

102 

 In 1990, an Expert Committee, under the chairmanship of Choudhary Brahm 

Perkash, was appointed by the Planning Commission to make a rapid review of the 

broad status of the cooperative movement, suggest future directions and finalize a 

Model Cooperatives Act. The Committee submitted its report in 1991. Since 

cooperation is a State subject and each State has its own cooperative legislation 

covering cooperatives whose membership is confined to the State, the report of the 

Committee, along with a draft Model Cooperative Law, was circulated to all State 

Governments for their consideration and adoption at State level. 

 

 The opening up of the economy in 1990, and the liberalized economic policies 

followed by the government since then, led to increasing pressures for various 

governments, state and central, to bring about changes that would provide 

cooperatives a level playing field to compete with the private sector. The Eighth Five 

Year Plan (1992-1997) laid emphasis on building up the cooperative movement as a 

self-managed, self-regulated and self-reliant institutional set-up, by giving it more 

autonomy and democratizing the movement. It also spoke of enhancing the capability 

of cooperatives for improving economic activity and creating employment 

opportunities for small farmers, labourers, artisans, scheduled castes, scheduled tribes 

and women and emphasized development and training of cooperative functionaries in 

professional management. 

 

 Parallel Cooperative Legislation - From the Ninth Plan (1997-2002) 

onwards, there has been no specific mention about cooperatives as a part of the Plan. 

Since Cooperation is a State subject and recognizing the difficulties in having the 

existing State Cooperative Acts amended on the lines of the Model Cooperatives Act, 

a section of cooperators and civil society initiated action to put in place Parallel 

Cooperative Legislation for self-reliant cooperatives. Self-reliant cooperatives are 

generally defined as those which have not received any assistance from the 

Government in the form of equity contribution, loans and guarantees. These Acts are 

largely based on the recommendations of the Choudhary Brahm Perkash Committee. 

Nine States namely AP (1995), MP (1999), Bihar (1996), J&K (1999), Orissa (2001), 

Karnataka (1997), Jharkhand (1996)), Chhattisgarh (1999) and Uttaranchal (2003), 

have so far enacted Parallel Cooperative Acts which are enabling and ensure 

autonomous and democratic functioning of cooperatives. 
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The Multi-State Cooperative Societies (MSCS) Act, enacted in 1984, was 

modified in 2002, in keeping with the spirit of the Model Cooperatives Act. Unlike 

the State Laws, which remained as a parallel legislation to co-exist with the earlier 

laws, the MSCS Act, 2002 replaced the earlier Act of 1984. 

 

National Cooperative Policy (2002) - In 2002, the Government of India 

enunciated a National Cooperative Policy. The objective of the Policy is to facilitate 

an all round development of cooperatives in the country. The policy promises to 

provide cooperatives with the necessary support, encouragement and assistance, to 

ensure their functioning as autonomous, self-reliant and democratically managed 

institutions, accountable to their members, and making a significant contribution to 

the national economy. 

 

Based on the recommendations made at a Conference of State Ministers for 

Cooperation, the Government of India in 2002 constituted a Ministerial Task Force to 

formulate a plan of action for implementation of National Cooperative Policy. The 

Task Force suggested that a single law instead of parallel laws should be introduced in 

the States. It also recommended, among others, that in order to depoliticize 

cooperatives, Members of Parliament or Members of Legislative Assemblies should 

not be allowed to hold office of any cooperative society. 

 

The Companies Amendment Act, 2002 - A Committee under the 

chairmanship of Dr.Y.K.Alagh recommended the amendment of the Companies Act, 

1956. On the basis of the recommendations of the Committee, the Producer 

Companies Bill was introduced in the Parliament and became law on 6th February, 

2003 as Part IXA - Producer Companies in the Companies Act, 1956. Based on the 

cooperative principles of mutual assistance, it provides an alternative to the 

institutional form that is presently available to cooperative enterprises. 

 

NCDC Amendment Act, 2002 - Recognizing the need to improve its 

scope of lending and to bring about changes in its funding, the NCDC Act was 

amended in 2002, which has enabled it to cover notified services, livestock and 

industrial activities and more importantly to directly fund cooperatives against suit-

able security. 
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Task Force on Revival of Cooperative Credit Institutions - To nurse the 

rural cooperative credit system back to health, to ensure that the rural credit doubled 

over three years and that the coverage of small and marginal farmers by institutional 

lending was expanded substantially, the Government of India in August 2004 set up a 

Task Force to suggest an action plan for reviving rural cooperative credit institutions 

and legal measures necessary for facilitating this process. The Task Force, chaired by 

Prof. A. Vaidyanathan, recommended that any financial restructuring which did not 

address the root causes of the weaknesses of the system would not result in its 

sustained revival and would require legal measures. The recommendations of the Task 

Force in accordance with its Terms of Reference are basically confined to revival of 

credit cooperatives for which it suggests a financial package. The Vaidyanathan 

Committee has also suggested a model cooperative law that can be enacted by the 

State Governments. Recommendations of the Task Force are being currently 

implemented. The Vaidyanathan Committee has also given its report on the long-term 

cooperative credit structure. 

 

 Cooperative Movement at a Glance - Cooperatives, in all spheres, today 

cover approximately 99% of Indian villages and 71% of total rural households in the 

country. Their contribution to the national economy can be seen from the following 

Table – 2.1 gives the percentages share. 

 

Table -2.1 Different Cooperative Movement share 

Sr. 
No. 

Cooperative Societies % 

1 Agricultural Credit Disbursed 18 
2 Fertilizer Distributed 36 
3 Production of Fertilizer 25 
4 Sugar Produced 50 
5 Spindle age 10 
6 Milk Procurement to Production 8 
7 Yarn Production 22 
8 Handlooms 54 
9 Wheat Procurement 33 
10 Fishermen Cooperatives 21 
11 Storage Facilities (Village) 64 
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2.8.  Different Types of Co-operative societies 

 Co-operative societies may be classified into different categories based on the 

objectives, purposes and nature of activities performed by them. When some co-

operative units are formed for achievement of specific economic objectives, others are 

formed either with the purpose of social development of the members or to help 

consumers, small farmers or small producers, Based on that some main type of 

cooperative societies are as under: 

 

2.8.1. Credit Society 

 These types of society are mostly developed in urban areas. In this anybody 

who is staying in the permissible area of society can become member of society. They 

collect deposit from the members and give Loan to the needy member. The purposes 

to develop the society are different in the different societies. Many Societies are 

developed on the base of Social Welfare, Political interest, Cast, Religion etc. 

 

2.8.2. Employees Society 

 Employee Credit Societies are popular form of credit societies in India in 

Government Departments, Public & Private Sector Companies and other 

organizations. The members are employees of such institutions who apart from 

contributing to share capital of societies, also contribute to saving schemes of the 

societies in various forms such as saving, fixed deposits and recurring deposits and 

earn interest thereon. The needy members/employees of such societies take loans for 

household and allied purposes and pay interest on such loans. Employees’ societies 

are administered by members/employees as per constitution framed and receive 

support from management of the employers. The recovery of loans in such societies is 

100% since it is tied up with salary drawn by the employees from their employer 

organizations. In case of shortfall in recovery of loans, other funds of the 

members/employees such as Provident funds etc. parked with the employer 

organizations are utilized. 

 

2.8.3. Packs (Agriculture Society) 

 These types of Societies are developed in the rural area in Villages. Anybody 

who is the land holder in the village can become member of the society. Society gives 

them Loan for fertilizers, Seeds & Crop on the bases of their Land. 
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2.8.4. Milk Society 

 These types of Societies are working in the villages. They collect the milk as 

per fat from the members & give it to the big milk dairy. A common person if gives 

their milk to the Businessman than can't get proper rates, But due to Milk Society they 

get appropriate rates for their milk. 

 

2.8.5. Credit Unions / Societies as provider of microfinance  

(Other Agencies providing microfinance in India) 

Following Table –2.2 brings out gist of broad difference in terms of structure 

and other aspects of Credit Unions/Societies and other agencies channelizing 

microfinance in India. 

Table – 2.2Unions/Societies and other agencies channelizing microfinance in 
India 

Aspects Credit Unions/Societies Commercial Banks 
Other Microfinance 
Institutions (MFIs)

Structure 

Not-for-profit, member-owned 
financial cooperatives funded 
largely by voluntary member 
deposits 

For-profit institutions 
owned by stockholders 

Institutions typically 
funded by external 
loans, grants and/or 
investors 

Clientele 

Members share a common bond, 
such as where they live, work or 
worship. Service to the poor is 
blended with service to a broader 
spectrum of the population, which 
allows credit unions to offer 
competitive rates and fees. 

Typically serve middle-
to-high income clients. 
No restrictions on 
clientele. 

Target low-income 
members/clients, 
mostly women, who 
belong to the same 
community. 

Governance 

Credit union members elect a 
volunteer board of directors from 
their membership. Members each 
have one vote in board elections, 
regardless of their amount of 
savings or shares in the credit 
union. 

Stockholders vote for a 
paid board of directors 
who may not be from the 
community or use the 
bank’s services. Votes 
are weighted based on 
the amount of stock 
owned. 

Institutions are run by 
an appointed board of 
directors or salaried 
staff. 

Earnings 

Net income is applied to lower 
interest on loans, higher interest 
on savings or new product and 
service development. 

Stockholders receive a 
pro-rata share of profits. 

Net income builds 
reserves or is divided 
among investors. 

Products  
& Services 

Full range of financial services, 
primarily savings, credit, 
remittances and insurance. 

Full range of financial 
services, including 
investment opportunities. 

Focus on microcredit. 
Some MFIs offer 
savings products and 
remittance services 

Service 
Delivery 

Main office, shared branching, 
ATMs, POS devices, PDAs, cell 
phones and Internet 

Main office, shared 
branching, ATMs, POS 
devices, PDAs, cell 
phones and Internet 

Regular visits to the 
community group 
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2.9.  Literature Review on Credit Societies contribution to microfinance  

2.9.1. Cooperative societies as part of the rural finance providers “is a cost-effective 

model for providing financial services to those segments of the population that 

have little or no access to other formal financial services” (Sharma et al., 

2005: vi). 

2.9.2. Sizya (2001) opines that cooperatives provide an opportunity for pooling 

financial resources of people of limited financial means together in order to 

achieve commonly identified development needs of their members. 

2.9.3. Cooperative societies constitute an avenue through which cheap credit is 

channeled to the rural areas and especially when it is supported by 

international donors and governments (Huppi and Feder, 1990). 

2.9.4. Cooperative societies are a major part by which developmental activities are 

carried out in rural communities via individual member’s participation (Oke et 

al., 2007). 

2.9.5. Financial cooperatives are described by Larocque et al. (2002) as an avenue 

for those without access to commercial banking services to gain access to 

financial services that may include savings deposit, productive credit, 

consumer credit and loan. 

2.9.6. Sizya (2001) argued that cooperatives have been the leader in development 

interventions that aim to alleviate the poverty level of the poor in the rural 

areas. 

2.9.7. Sizya (2001) stated further that cooperatives are the most significant forms of 

participation in financial markets available to the rural Tanzanians. 

2.9.8. The importance of cooperatives have been identified by Larocque et al. (2002) 

as an avenue for the introduction of formal banking to rural areas in Burkina 

Faso. 

2.9.9. Cooperative is one of a range of financial arrangements designed to attract the 

poor as either borrowers and/or savers (Montgomery and Weiss, 2005). 

2.9.10. Cooperative is one of a range of financial arrangements designed to attract the 

poor as either borrowers and/or savers (Montgomery and Weiss, 2005). 
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2.9.11. Cooperative enables low income people to access financial and non financial 

services that are packaged in a manner that enable those who are unable to 

access formal financial services to access comparatively small loans, saving 

schemes and other services for working capital and income generation (Nathan 

et al., 2004). 

2.9.12. Most people believe that cooperative is for the poor in rural areas of 

developing nations; this notion was debunked by Singh (2004) stressing that 

there is a high demand for cooperatives all over the world and that cooperative 

services is not limited to rural societies alone but is applicable to both the 

developed and developing countries. (Develtere and Pollet, 2008). 

2.9.13. The members of cooperative such as females, head of households, pensioners, 

displaced persons, retrenched workers, small farmers and micro entrepreneurs, 

fall into four poverty levels: destitute, extremely poor, moderately poor and 

the vulnerable non-poor (Udeaja and Ibe, 2006). 

2.9.14. Cooperative members in other microfinance organisations believe that the 

cooperative is a very good alternative source of finance in form of saving and 

loans for them (Oloyede, 2008).  

2.9.15. Oke et al. (2007) found that improvement in payment of loans in microfinance 

program by 7.05% is caused by cooperative society’s members. Cooperatives 

mobilize large numbers of voluntary small savings (Branch, 2004) from their 

members. 

2.9.16. Cooperatives mobilize large numbers of voluntary small savings (Branch, 

2004) from their members. 

2.9.17. Cooperatives are strategy for poverty alleviation for rural dwellers (Adedayo 

and Yusuf, 2004) and they are based on some values which include equality, 

self-help, equity, self responsibility, democracy and solidarity among 

members (Henry and Schimmel, 2011). 

2.9.18. The inability of the markets and governments to provide social goods and 

services efficiently led to the establishment and expansion of cooperatives 

(Calkins and Ngo, 2005). 
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2.9.19. Majority of cooperatives are found in rural areas of most countries and they 

are often the only provider of services in rural communities” (Henry and 

Schimmel, 2011: 1). The researchers supported their claim with data from 

India, where 67% of financial needs of rural people are provided by 

cooperatives. This suggest that cooperatives are indispensable companion in 

most rural areas of developing nations for the economic and social upliftment 

of rural people which include social integration and financial services mostly 

in savings and loans. 

 
The above discussions suggest key role played by cooperative societies for 

improvement in members’ economic condition, poverty reduction, standard of living, 

wealth, social integration, economic and social uplifment, financial and physical 

conditions. 

 

2.10.   Literature Review on socio economic factors considered for credit 

Societies 

 The review of  Literature on Socio-economic factors considered in 

contemporary survey having regard to primary objective set for the study, a review is 

made of relevant factors extracted from contemporary study of survey on socio-

economic factors for setting hypothesis in relation to present study. These factors are 

summarized below: 

 

Family Structure  

 The family is a basic social unit includes parents and the children, considered 

as a group, whether dwelling together or not. The Family structure provides 

opportunities for interactions and development of identity, self-esteem, self-efficacy 

that influence on development of social competence.  Some of the theoretical 

perspectives have dominated the study of family structure and family member’s 

development (depends on gender). The family composition perspective emphasizes 

family structure, and the family process perspective emphasizes family processes.   

 

 Family constitution and socioeconomic status are associated also with life 

satisfaction in adulthood (Louis and Zhao, 2002). Higher family income is 

consistently associated with higher college attendance rates and spending on 
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education (Han et. al. 2003). Family structure has more influence on economic well-

being than social and psychological factors (Williams’ et. al.2000). 

 

 Financial needs and vulnerabilities change as people move through the life-

cycle—from dependence on family to independence and from school to work, 

marriage, family responsibilities, and retirement  (Ledgerwood, Joanna et. al.,  2013). 

Financial exclusion is strongly influenced by age, with youth facing significant 

hurdles (Johnson and Arnold 2011). To be relevant, financial service providers must 

modify products, services, and delivery channels to accommodate differences in life-

cycle and age. Providers can respond to differing needs by developing age-specific 

products, such as youth savings accounts or pension funds. 

 

 The gender issues in microfinance are more important since project 

interventions are targeting more towards women. Then it is necessary to act to support 

women to overcome the obstacles they face in these relationships which prevent them 

from using financial services to achieve what they wish for themselves (Johnson 

2000). There are some countries and rules often prevent women from owning assets 

or earning activities. The gender based obstacle may be financial, economic, social, 

cultural, and political or legal outlines the most prevalent. 

 

Family Composition (Joint or Nuclear) 

 The family structure is conceptualized as the configuration of role, power and 

status, and relationships in the family. In India the structure of family can be seen 

broadly as of three types. The traditional family is the one living jointly and inclusive 

of members from different generations. The extended family is one, where married 

sons and brothers live separately, but they continue to have joint property and share 

income. The nuclear type of family is the one, in which the group consists of a male, 

his wife and their children. In nuclear families the concept is ‘me my wife and my 

children’ with no place for others. Kapadia KM (1966) has defined a joint family as;” 

they should dwell in the same house, take their meals and perform their worship 

together and enjoy property in common”. Common residence and joint preparation of 

food as well as eating together were the external symbols of homogeneity of the 

family. There is a gradual change in the family structure of urban India towards a 

nuclear pattern in which, it can be assumed, that the conjugal pair is the critical unit. 
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The Poverty Line (BPL or APL) 

 The income-based poverty line still prevails in the development discourse as 

the major conceptual tool for the qualification and measurement of poverty. Looking 

at poverty in the country / state / city using such alternative conceptual tools helps to 

focus on aspects of poverty that income-based poverty lines are unable to 

acknowledge: lack of basic services, such as water & sanitation, garbage removal, 

transport, health care, access to education and accessibility to the labour market, 

 

 According to the Report of Expert Group of Government of India (Dec. 2012) 

… poverty has conventionally been estimated with reference to a poverty line – the 

line of cut off between poor and non poor. That poverty line is derived, a la Dandekar 

and Path, on the basis of notion of minimum nutritional requirement of a person, 

expressed in calories. 
 

 The incidence of poverty in India is a matter of key concern for policy makers 

and several researchers due to vast scope and intensity. The Indian economy reform 

has started since 1991 and it has reached to from 6% to 7.3% in recent years.  

National poverty line estimates in 2004-05 poverty incidences of 27.5% and if one 

considers the international poverty line of $1 per day (measured in 1993) then 34% 

people are poor in India. A recent ADB (2011) published study defines Asia Poverty 

Line of $1.35 then two-thirds of India’s population lives in poverty. The Tendulker 

Committee estimated over 37.2% below the poverty line. 

 

 Today the Indian Economy depends on structural changes i.e. share of 

agriculture and allied sector is falling, though for bulk of the population residing in 

rural areas, prime source of their livelihood comes from agriculture and allied 

activities, share of manufacturing sector shows growth at slow rate and share of 

service sector is increasing at a faster pace and its contribution to GDP is about 59%.  

Nearly 68.34% population lives in rural areas. (Census 2011). The other important 

impact on Indian Economy is regional disparities in income and poverty continues to 

persist. The rural-urban division has increased disparities in several development 

indicators such as per capita income, literacy, infant mortality, access to education, 

health care, water resources, sanitation, quality of life etc.  
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The Family Process Perspective (Education, Socio-Economic Status) 

 The family processes influence their well-being and these processes mediate 

the effects of family structure (Acock and Demo, 1994; Demo and Acock, 1988). The 

family processes are important for their relationship between every person in the 

family. Family structure, however, can have an impact on family processes.  Different 

family structures are also likely to have different scores on various background 

variables and individual characteristics. The most important variation in resources 

across family structures is income. A theoretical model could relate family structure 

and family process with other situational environment for the growth of income in 

family and socio-economic status. 

 

 
 

 Researchers had suggested five factors for socioeconomic status aspects such 

as income, education, occupation, family and household, and housing respectively. 

 

 All community based studies focus on socio-economic stratification as this is 

the key to understanding affordability of health services, amenities and purchase 

ability. When it is taken as summation of education, occupation if reflects the value 

system expected for the level of education and occupation i.e. it reflects standard of 

living. Socio Economic Status (SES) is established determinant which is known as 

Kuppuswamy’s socioeconomic status tool originally proposed in 1976. The 

Kuppuswamy’s socioeconomic status scale as mentioned in Code List (Appendix – 

K) is used to determine the socioeconomic status of every participant in which data 

related their educations, assets owned, occupations and their monthly income etc..  

 

Family Family Process Socio Economic 
Status of Family 

Background Variables 
(includes income, movable 

& non movable assets, 
profession)
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Factors considered in Present Study 

 The factors considered in the present study relating to survey of credit 

societies socio-economic impact on individual beneficiaries/members are categorized 

from Family Structure Perspective Family Composition Perspective, Poverty Line 

Perspective and Family Process Perspective. The in-depth literature review provided a 

theoretical frame work as well selecting the variables, their nature and interacting 

patterns. However, the literature review revealed the research gap in terms of non-

availability of research study that investigate socio economic impact, women 

empowerment with family structure and or by sub grouping based on these variables. 

Therefore, to study their interaction pattern the present research work was undertaken. 

 

2.11. Overview of Gujarat & Selected Districts Economy 

2.11.1. Gujarat Economy 

 The state took its name from the Gujara, the land of Gujjars, who ruled the 

area during 700’s and 800’s, the first settlers in the state of Gujarat who happened to 

be ethnic group of India, Pakistan and Afghanistan. After independence, in 1948, a 

Mahagujarat conference took place to integrate the entire Gujarati speaking 

population under one administrative body and on May 1, 1960, the Bombay state split 

into the states of Maharashtra and Gujarat. The term ‘Mahagujarat’ encompassed the 

whole Guajarati speaking area including Gujarat, Saurashtra and Katchh. 

 

Demography 

 The population of Gujarat is 6.04 crore which has increased by 19.17% from 

2001 to 2011 (Census 2011). The population density was merely 46 in 1901 which 

increased 105 in 1960 and finally in 2011, it has crossed the figure of 300. The 

percentage of urban population was 22.33 during 1901. Because of development and 

urbanization it has increased to 37.36 during 2001(Census 2011). In 1901, there were 

954 females per 1000 males, while it was 972 at national level. At present, the sex 

ratio is 918 which show that there is a need to increase the awareness about girl child. 

 

Industrial Growth 

 Gujarat is considered as industrial hub of India. The prosperity of Gujarat 

belongs to the development of industries since its birth time. Gujarati people are 

known for their entrepreneurship in business ventures. With increase in level of 
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economic development of Gujarat, the contribution from agriculture sector has 

drastically reduced. According to the report of State Domestic Product, Gujarat State 

(2009-10), it is found that contribution from primary sector in domestic production 

was 41.8% in 1960-61 and it has come down to 18.2% in 2009-10. On the other side, 

contribution from secondary sector has increased from 29% in 1980-81 to 36.9% in 

2009-10. Whereas, the share of tertiary sector in economy was 32.5% in 1960-61 

which remained stable in 1980-81 at 32.3% and thereafter gained a steep rise and 

registered a share of 48.6% in 2013-14 

 

Agriculture 

 Agriculture forms a major part of the state’s economy. It not only provides 

food grains to the people but also provides raw-material for agro based industries. 

Unfavorable climatic conditions and soil factors in some areas are major concerns for 

better yield. The various crops grown in the state include groundnut, cotton, tobacco 

(second highest production in the country), istabgul, cumin sugarcane, juwar, bajra, 

rice, wheat, pulses tur and gram. The farmers of Gujarat have started producing 

bananas and mangoes in the state. Animal husbandry and dairying have played a vital 

role in the rural economy of Gujarat. Dairy farming, primarily concerned with milk 

production, functions on a co-operative basis and has more than a million members. 

Gujarat is the largest producer of milk in India. 

 

Gujarat Socio-Economic Profile 

 Gujarat is considered as one of the fastest growing states of India. In terms of 

per capita income, Gujarat is on 6th position after Delhi, Goa, Punjab, Hariana and 

Maharashtra. It has become investment hub for domestic and multinational 

companies. However, irrespective of higher industrial growth in Gujarat, it has failed 

to achieve the same level of growth in social sector. As Menon S. V. (2009) reports 

the high growth rate and industrial development in Gujarat is not reflected in its social 

and human development indicators in which the state lags behind other states.  The 

Table –2.3 shows analysis of summary of various studies highlighting that the state 

has failed in social and human development and gained in terms of industrial growth 

and prosperity skewed in favor of rich class. Table is compiled from studies referred 

in each paragraph 
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Table – 2.3 Socio-Economic Profile of Gujarat – Overview 
Sr. 
No 

Strengths Weaknesses 

1 

Gujarat records a per capita income 
of Rs. 89,668 (as  on2011-12), well 
above the national average level of 
`61,564 for the same year, indicative 
that benefits of growth are reaching 
at the individual level   
(CARE Report, 2013) 

Gujarat is a paradigmatic example of ‘decent work’where 
it is found that economic growth has been accompanied 
by much lower (negative or zero) growth rate of 
employment (Bagchi et al. 2005). 

2 

Shah, as cited Menon S. V. (2009), 
using NSS data found that incidence 
of urban poverty in Gujarat has 
declined from 30.66% in 1993-94 to 
15.59% in 1999-2000. 

The Official Poverty Line (OPL)-  Underestimates 
poverty in a state. Nutrition poverty levels in Gujarat are 
higher than all-India levels; it was found that using 
calorie-based poverty line urban poverty in Gujarat has 
increased from 50% in 1993-94 to 54% in 1999-2000 
(Dixit A. 2011). 

3 

Gujarat ranks 4th in per capita 
income, having a per-capita GDP 
2.47 times India’s average (Menon 
S. V. 2009). 

In terms of Life Expectancy at Birth (LEB) and Infant 
Mortality Rate (IMR) Gujarat ranks low i.e. 9th and 6th 
respectively (Menon S. V. 2009). 

4 

Gujarat has attracted Foreign Direct 
Investment of worth Rs.1,82,998 
crores in the last five years, which is 
the highest among all states in the 
country (Menon S. V. 2009) 

The state is facing problem of high incidence of casual 
employment, while employment growth is higher in 
sectors that have low productivity and low wages, and 
there is a high incidence of poverty among the workers 
employed in them 
(Kundu A. 2000) 

 

 Dholakiya R. and Iyangar S. (2000) have pointed out two important 

weaknesses of Gujarat: 

1. Gujarat is found to have lower exposure in higher education which is reflected 

in lack of development of knowledge and skill based industries in Gujarat. 

Moreover, Gujarat is found to have low penetration in central government 

services. 

2. Gujarat, compared to other states invests fewer amounts of resources for the 

development of its citizens. 

 

Gujarat growth story has many facets.  These are summarized as follows: 

1. The growth rate of state Domestic Product (SDP) and per capita SDP is 

higher than national average primarily on account of high industrial growth. 

2. The pragmatic government policies since inception of the State in 1960 from 

successive governments to promote industries irrespective of their political 

association resulted in to state’s impressive industrial growth particularly in 

MSME Sector. 
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3. The State’s agricultural sector remained underdeveloped due to high 

dependence on monsoon season, lack of water harvesting, deteriorating 

quality of land and its low productivity. 

4. Despite high industrial growth, employment opportunities show decline for 

the job seekers. 

5. The fruits of growth are not shared equitably and scheduled cast and 

scheduled tribes categories population in the state have not been lifted from 

their poverty prone conditions. 

6. State witnessed robust Industrial growth which has resulted into migration of 

people from rural areas to urban areas and deterioration of environment 

conditions. 

 

 To start with survey studies it become essential to understand and review the 

places under consideration. The population data were taken from Census Report and 

tabulated as follows.   

 

 Gujarat stands ahead of national average in terms of Literacy for male & 

female. The spread of literacy is however uneven district-wise in urban and rural 

areas. For inclusive growth, education in rural areas especially for women needs 

improvement. 

 

As per the result of labour force survey on employment and unemployment 

conducted in 2011-12 by National Sample Survey Office (NSSO), Ministry of 

Statistics and Programme Implementation, the number of estimated employed persons 

in 2011-12 on usual status basis were 47.41 crore, of which 82.7% of workforce 

(39.14 crore persons) was in unorganized sector 
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Table – 2.4 District-wise Population of Gujarat in crores(Census hand book 
2011)   

Place 
Descriptio

n 

Overall Urban Rural 

Total
Mal

e 
Femal

e 
Total Male

Femal
e 

Tota
l 

Mal
e 

Femal
e 

India 
Population 

121.0
6 

62.31 58.75 37.71 19.55 18.16 83.35 42.77 40.58 

Literate 78.35 43.46 34.89 28.08 15.34 12.74 48.26 28.13 20.13 

%Literate 64.72 69.75 59.39 74.46 78.47 70.15 57.90 65.77 49.61 

Gujarat 
Population 6.04 3.15 2.89 2.57 1.37 1.20 3.47 1.78 1.69 

Literate 4.11 2.35 1.76 1.97 1.06 0.91 2.14 1.12 1.02 

%Literate 68.05 74.60 60.90 76.65 77.37 75.83 61.67 62.92 60.36 

Ahmadaba
d 

Population 0.73 0.38 0.34 0.61 0.32 0.29 0.12 0.06 0.06 

Literate 0.54 0.30 0.24 0.47 0.26 0.21 2.14 1.12 1.02 

%Literate 73.97 78.95 70.59 77.05 81.25 72.41 58.33 66.67 50.00 

Vadodara 
Population 0.42 0.22 0.20 0.21 0.11 0.10 0.21 0.11 0.10 

Literate 0.29 0.16 0.13 0.17 0.09 0.08 0.12 0.07 0.05 

%Literate 69.05 72.28 0.65 80.95 81.82 80.00 57.14 63.64 50.00 

Bharuch 
Population 0.16 0.08 0.08 0.06 0.03 0.03 0.10 0.05 0.05 

Literate 0.11 0.06 0.05 0.04 0.02 0.02 0.07 0.04 0.03 

%Literate 68.75 75.00 62.50 66.67 66.67 66.67 70.00 80.00 60.00 

Panchmaha
l 

Population 0.24 0.12 0.12 0.03 0.02 0.02 0.21 0.11 0.10 

Literate 0.15 0.09 0.06 0.03 0.02 0.01 0.12 0.07 0.05 

%Literate 62.50 75.00 50.00 
100.0

0 
100.0

0 
100.00 57.14 63.64 40.00 

Source: Census 2011 by Government of India. 
 
 Table –2.5 brings out comparative data of population statistics for India v/s 

Gujarat and four districts of Gujarat from Literacy (education) perspective. All India 

and Gujarat State usual status (adjusted) workforce participation rate in Rural and 

Urban areas is listed in Table - 18which reflects higher participation rate in Gujarat 

compared to All India. 

 

Table – 2.5 All India & Gujarat State workforce participation rate  
(Rural and Urban areas) 

Sr. 
No. 

State 
Work force Participation Rate (%) 

Rural Urban 

1 All India 39.9 35.5 

2 Gujarat 44.7 38.4 

Source: NSS Report 2011-2012 

 

 The Table- 2.6 below shows Gujarat State and Selected districts data for 

workers and non workers in term s of percentage. 
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Table – 2.6 Selected districts data for workers and non workers in percentage 

Sr.No. State/District 
Workers (%) Non-workers (%) 

Overall Male Female Overall Male Female 

1 Gujarat 40.98 57.16 23.38 59.02 42.84 76.62 

2 Ahmedabad 35.97 56.16 13.64 64.03 43.84 86.36 

3 Vadodara 40.65 57.26 22.87 59.35 42.74 77.13 

4 Bharuch 40.43 58.20 21.23 59.57 41.80 78.77 

5 Panchmahal 45.91 54.90 36.43 54.09 45.10 63.57 

Source: Census 2011 District Census Handbook 

 

In terms of employment data, selected four districts fairly represent state of 

Gujarat. The Table-2.7 brings out comparative data of population in India, Gujarat & 

selected districts of Gujarat State vis-à-vis Male/Female Sex Ratio per 1000 Male in 

Urban & Rural Areas. 

 

Table – 2.7Population of  India, Gujarat & Selected Districts of Gujarat  in crores 

Place Description 
Overall Urban Rural 

Total Male Female Total Male Female Total Male Female

India 
Population 121.06 62.31 58.75 37.71 19.55 18.16 83.35 42.77 40.58 

Sex Ratio  1000 943  1000 929  1000 949 

Gujarat 
Population 6.04 3.15 2.89 2.57 1.37 1.20 3.47 1.78 1.69 

Sex Ratio  1000 919  1000 880  1000 949 

Ahmadabad 
Population 0.73 0.38 0.34 0.61 0.32 0.29 0.12 0.06 0.06 

Sex Ratio  1000 904  1000 899  1000 933 

Vadodara 
Population 0.42 0.22 0.20 0.21 0.11 0.10 0.21 0.11 0.10 

Sex Ratio  1000 934  1000 920  1000 948 

Bharuch 
Population 0.16 0.08 0.08 0.06 0.03 0.03 0.10 0.05 0.05 

Sex Ratio  1000 925  1000 900  1000 938 

Panchmahal 
Population 0.24 0.12 0.12 0.03 0.02 0.02 0.21 0.11 0.10 

Sex Ratio  1000 949  1000 929  1000 952 
Source: Census 2011 by Government of India 

 

Theses table reflects Gujarat’s urban areas have poor record as compared to Nation’s 

Male / Female Sex Ratio Overall and for selected districts except Panchmahal. The 

sex ratio in rural areas of Gujarat is fairly closed to nation’s average, though district-

wise position is uneven. In terms of sex-ratio, selected districts fairly represent State 

of Gujarat.  
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Chapter-3 

Research Methodology 

 

"All progress is born of inquiry. Doubt is often better than overconfidence, for it leads 

to inquiry, and inquiry leads to invention" – quoted by Hudson Maxim (1853-1927), 

the famous research chemist and inventor. This quotation of Maxim brings out the 

significance of research, increased amounts of which makes progress possible. 

 

Research encourages scientific and inductive thinking, besides promoting the 

development of logical habits of thinking and organization. Research is equally 

important to social scientist for analyzing social relationships, social developments 

and seeking explanations to various social problems. It gives intellectual satisfaction 

of knowing things for the sake of knowledge. It also possesses practical utility for the 

social scientist to gain knowledge so as to be able to do something better or in a more 

efficient manner. This, research in management (especially in finance / economic 

aspects) at doctoral level is concerned with both original contribution to the existing 

knowledge in the form of thesis as well as its applications for understanding human 

development  and society both. 

 

Accordingly, and on the basis of research gaps identified after a detailed literature 

review described in the second chapter of the thesis, the following research 

questions were addressed, objectives were formed and hypotheses were formulated: 

 

3.1  Research Questions 

Some of the research questions are the source of guidance to conduct this study and to 

find out how far the stated targeted goal of the Credit Society’s being achieved i.e. 

substantial poverty elimination, reduction in vulnerability and services to women: 

 Whether structural asymmetry of credit societies in different geographical 

areas to suites needs of finance beneficiaries? 

 What are the centre centric approaches to credit society’s impact assessment 

studies? 

 Whether structure and center centric models designed to induce outreach to 

needy credit society’s beneficiaries? 
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 Which are different methods are used by Researchers to measure socio-

economic impact of credit societies? 

 What are balancing sustainability goals of credit societies with their societal 

goals? 

 How innovative usages of technology can offer low cost speedy services to 

credit society’s beneficiaries? 

 Which is greater thrust in measuring societal aspects of credit society’s 

interventions? 

 What are ethical concerns resulting from over exposure to credit societies 

Interventions? 

 What are the roles of regulators to curb unethical practices in credit society’s 

interventions? 

 What are the roles of social institutions to induce outreach to needy credit 

society’s beneficiaries? 

 

3.2  Variables of the Study 

The major concept in the present to study impact of credit society’s participation in 

society especially in rural areas with respect to increase in income, quality of life, risk 

bearing capacity and women empowerment. In this context need of data variables 

both independent variable (IV) and dependent variables (DV) are required for the 

analysis and conclusion purposes.  

 

The Independent variables (IV) used under the concept of Family Structure such as 

gender (male or female), family type (joint or nuclear), residence area (rural or urban), 

types of loan borrowers and the level of socio economic status (below poverty line or 

above poverty line) may be standardized as Low, Middle and High as standardized 

under Socio-economic Status Scale (Bhardwaj R. L. 2001). On the basis of research 

gap identified after the detailed literature review as presented earlier the objectives 

were framed and results analyzed of the surveyed data. 

 

3.3  Objectives 

3.3.1:      Primary Objective:  
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To measure socio-economic impact of microfinance on living standards of 

individual beneficiaries of credit societies in selected areas of four districts  of 

Gujarat State 

 

         3.3.2:      Secondary Objectives 

i. To study the micro financing practices of credit societies in selected areas 

of districts of Gujarat State 

ii. To identify the factors behind the success of micro financing intervention of 

credit societies in selected areas of districts of Gujarat State. 

iii. To explore the difficulties faced by credit societies and individual 

beneficiaries in these selected areas of districts of Gujarat State. 

iv. To develop models of microfinance for the selected areas of districts of 

Gujarat State for the credit societies that can lead to improvement of the 

economic conditions of the people in these areas on sustainable basis.  

 

Scope of the Study  

The scope of this study is restricted to Credit Societies in selected areas of four 

districts of Gujarat such as Vadodara, Ahmadabad, Bharuch, & Panchmahal which are 

providing microfinance services. 

 

3.4  Research Plan and Design 

The research plan for the study was rationalized to test various aspects about the 

impact of family structure, area of residence and socio economic status by measuring 

their responses about set of variables and dimensions with the help of standardized 

two types of Likert Scales’ viz. social-economic impact, family structure and socio-

economic status scale. Research design is the blue print of a research study. 

Hypotheses were formulated to guide the present study.  

 

In the present study hypotheses testing provided the blueprint, in particular, the 

present study hypothesized (null) that “There shall be no influence of family type, 

gender and family structure on beneficiary from credit society”.   

 

To study the difference between different variables which are grouped with gender, 

family type and socio economic status, Mann-Whitney U Test (equivalent to t test) 
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and Levene’sTest (equivalent to ANOVA) were also conducted for variables where 

data were in Likert scale and ordinal form. To study the relation between economic 

impacts with different variables, Spearman’s coefficient of correlation was performed 

and to find out the most contributing factors Principal Component Analysis was 

performed. 

 

3.5  Hypotheses 

With reference to above objectives most important hypothesis and sub hypotheses 

were derived and tested at the 0.05 level of significance. 

 

HO=  Microfinance intervention of credit societies have not made socio-economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

Ha =  Microfinance intervention of credit societies have made socio-economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

 

This is a complex hypothesis with reference to different types of data for participants 

who may allow us to understand the total impact of any financial institute on their 

socio economic status (SES) includes family type, residence area type, gender, socio 

economic status etc. for following sub hypotheses important statistical tests can be 

performed independently to confirm all objectives. 

 

H.1o = Microfinance intervention of credit societies have not made economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

H.1a = Microfinance intervention of credit societies have made economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

 

H.2o = Microfinance intervention of credit societies makes no difference to family 

type of the participants. 

H.2a = Microfinance intervention of credit societies influences family type of the 

participants. 
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H.3o =  Microfinance intervention of credit societies makes no difference to gender 

of the participants. 

H.3a =  Microfinance intervention of credit societies influences gender of the 

participants. 

H.4o =  Microfinance intervention of credit societies makes no difference to 

residential facility of the participants. 

H.4a =  Microfinance intervention of credit societies influences residential facility of 

the participants. 

H.5o =  There shall be no correlation between factors of economic impact and 

factors of socio benefits responsible to participants.  

H.5a =  There shall be correlation between factors of economic impact and factors of 

socio benefits responsible to participants. 

 

3.6   Universe and Unit of the study 

3.6.1 Basic Census Data of the study 

The population data as per Census 2011 published by Government of India for 

Gujarat state reveal that population of Gujarat has increased by 19.17% in the during 

2001-2011 compared to 1991-2001 (20.66%).  

 

Table 3.1 District-wise Population of Gujarat in crores(Census hand book 2011)   

Place Description 
Overall Urban Rural 

Total Male Female Total Male Female Total Male Female

Gujarat 
Population 6.04 3.15 2.89 2.57 1.37 1.20 3.47 1.78 1.69 

Literate 4.11 2.35 1.76 1.97 1.06 0.91 2.14 1.12 1.02 

Ahmadabad 
Population 0.73 0.38 0.34 0.61 0.32 0.29 0.12 0.06 0.06 

Literate 0.54 0.30 0.24 0.47 0.26 0.21 2.14 1.12 1.02 

Vadodara 
Population 0.42 0.22 0.20 0.21 0.11 0.10 0.21 0.11 0.10 

Literate 0.29 0.16 0.13 0.17 0.09 0.08 0.12 0.07 0.05 

Bharuch 
Population 0.16 0.08 0.08 0.06 0.03 0.03 0.10 0.05 0.05 

Literate 0.11 0.06 0.05 0.04 0.02 0.02 0.07 0.04 0.03 

Panchmahal 
Population 0.24 0.12 0.12 0.03 0.02 0.02 0.21 0.11 0.10 

Literate 0.15 0.09 0.06 0.03 0.02 0.01 0.12 0.07 0.05 
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The research being designed for this study is primarily qualitative and quantitative 

both. It is quantitative because it involved the data belongs to individual which are to 

be compared with another individual with respect to problem. This becomes the main 

frame for the research objectives and problems with the various key parameters for 

study. The qualitative data (in Likert data form) depends on different factors 

responsible for conclusive research. 

 

3.6.2 Credit Societies of four districts 

Members of the credit societies in four districts of Gujarat are forming part of 

Universe of the Study. The district-wise/type-wise Credit Societies in Gujarat State as 

on 31-03-2013 is furnished below: 

 

Table 3.2 District-wise/Type-wise Credit Societies in Gujarat State as on 31-03-

2013 

Sr.No. District 
Primary Agri Credit 

Societies(Nos) 

Primary Non Agri 

Credit Societies(Nos) 

Total Credit

Society(Nos)

1 Vadodara 495 575 1070 

2 Ahmedabad 31 642 673 

3 Bharuch 306 188 494 

4 Panchmahal 209 201 410 

Source: https:/rcs.gujarat.gov.in/number-of-co-operative-societies-district-wise-and 

typewise-guj.htm Accessed on 03-01-2017.  Universe of study is large number. 

Sample size for the   thesis/pilot study aptly considered this aspect. 

 

3.6.3 Sample of Study  

A sample as the name implies is smaller representation of a larger population, where 

the data of same phenomenon are collected (using Survey Form – Appendix - I).  For 

the synopsis purpose pilot study was conducted with sample of 104 participants data 

surveyed and the results obtained as per objectives, hypotheses were adopted. 

 

3.6.4 Research Study 

The complete study is based on non-probability convenience method for sampling 

was used in the present study and population of 600 participants planned (calculated 



Chapter-3 Research Methodology 

125 

using adopted formula mentioned below). The data collected from participants 

(borrower or non-borrower) of four different districts (study districts) of Gujarat are 

the members of credit societies prior to year 2009 shown in the following Table – 3.3 

includes nearly 33% are non borrower though they are member of credit societies 

since long and nearly 67%   are borrowers. 

 

Table – 3.3 Year wise Borrowers& Non Borrowers 

Membership 

Year 
Non Borrower Borrower Total 

2009 63 120 183 

2010 18 24 42 

2011 15 22 37 

2012 48 77 125 

2013 23 57 80 

2014 25 76 101 

2015 8 24 32 

Total 200 400 600 

 

 

Universe (Population Size)  :   i.e. how many people are in the group 

represents the samples (assumed here total sum of four districts assumed). The data 

includes members of credit societies in selected areas from four districts of Gujarat.  

Sample Size (n)   : There is a need to understand how many 

data are required for research analysis some of the assumptions were considered in 

drawing the numbers such as: 

Margin of error (ME)  : This is the plus-or-minus figure normally 

reported may vary from 1% to 5% (in this it is assumed 4% for current data). 

Confidence level   : This tells how sure about the error of 

margin. It is expressed as a percentage and represents how often the true percentages 

of populations who would pick an answer lie within the margin of error (assumed 

95%) and the value of Z score taken as 1.96. 

Estimated Response Rate (p) : This is a percentage value of participate 

who responded in the survey. This value depends on different factors and distribution 
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method assumed (in this survey it was assumed 50%). 

The formula used   : ME = z * SQRT ((p * (1-p)) /n) where n 

is calculated sample size. (The calculated value of n comes out to be approximately 

600) 

 

3.7 Tools used 

A structured Questionnaire (using Survey Form – Appendix - I) was prepared which 

included all the data quantitative and qualitative in nature. The survey also includes 

questions for calculation of the factors which are responsible for impact of the credit 

societies on their members (especially women) measured on a 5-point Likert scale and 

2-point Likert scale data. The following is a brief account of these data concepts 

involved with their variables which were measured in the present study.  

 

3.8 Concept of variables in the study 

Social impact (poverty assessment) is the major concept of this study especially for 

Microfinance Activities in Gujarat State, at district level (rural and urban areas). This 

concept includes Family Structure, living conditions, economic status and other 

development environment concept and hence in relation to the Dependent Variables 

(DV) as an Independent Variables (IV) was used as standardized.  

 

Family Structure Gender Categories   : Male and Female; 

   Type of Families   : Nuclear and Joint 

Economic Status Socio-economic Status :  Kuppuswamy Scale 

defined.  

Assets    Housing   :  Katcha, Semi Pucca, 

Pucca 

Living Area   District Type   :  Rural and Urban 

Education  Professional or Non Professional 

Occupation  Skilled, Semi-Skilled or Unskilled 

 

3.8.1 Data Classifications, Types and measurement scales 

The data are classified in different groups for the purpose of analysis such as type of 

participant, survey site, family type etc. and a structured format of questionnaires was 
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designed (Appendix – I) to collect data, then measure, analyze and interpret from 

different participants (borrowers or non borrowers) of credit societies in randomly 

selected areas of four districts of Gujarat State using convenience sample survey 

method. 

 

The surveyed data sheets are entered in MS Excel 2007 worksheets and wherever 

alphabetical nature data such as gender, family type, occupation, village area type and 

so converted through assumed numerical codes and then entered (codes are as per 

Appendix – X are converted).The important questions in the survey are in Likert 

Scales’ formats which are being used for decision and conclusion purposes. The 

Likert Types of data uses two different methods of item selection:  

 

1. item analysis, in which selection is based on the correlation of item score with 

total score; and 

2. The employment of a criterion of internal consistency, which is used to examine, 

for every statement, the difference in average item score between high-scoring and 

low-scoring groups defined on the basis of total score. 
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Chapter-4 

Analysis and Interpretation 

 

Every participant is classified and entered in MS Excel 2007 format according to 

above defined categories accordingly. All the different variables are grouped with 

reference to the social environment and behaviours. All the participants are members 

of credit societies even prior to 2009, nearly 200 members are non borrowers but 

saving regularly and while 400 are borrowers. Following tables Table– 4.1 thru Table 

– 4.4gives percentage values of different grouped data for different parameters 

respectively. 

 

Table -4.1 District wise Borrowers & Non Borrowers (%) - District Type 

Main District 
District 

Type 
Non Borrower Borrower Total 

Ahmadabad 
Urban 4.3 4.0 8.3 
Rural 10.0 6.7 16.7 

Vadodara 
Urban 4.7 12.0 16.7 
Rural 1.3 7.0 8.3 

Bharuch 
Urban 1.3 7.0 8.3 
Rural 2.3 14.3 16.6 

Panchmahal 
Urban 3.2 5.2 8.3 
Rural 6.2 10.5 16.7 

Total 33.3 66.7 100.0 

All Districts 
Urban 13.5 28.2 41.7 
Rural 19.8 38.5 58.3 

 

Table –4.2 District wise Borrowers &Non Borrowers- Gender (%) 
Main District Gender Non Borrower Borrower Total 

Ahmadabad 
Male 10.5 6.2 16.7 
Female 3.8 4.5 8.3 

Vadodara 
Male 1.8 6.5 8.3 
Female 4.2 12.5 16.7 

Bharuch 
Male 2.3 14.3 16.7 
Female 1.3 7.0 8.3 

Panchmahal 
Male 4.2 4.2 8.3 
Female 5.2 11.5 16.7 

Total 33.3 66.7 100.0 

All District 
Male 18.8 31.2 50.0 
Female 14.5 35.5 50.0 
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From the above tables there are 58% are from rural areas (includes 38% borrowers), 

also includes 50% female (36% are borrowers) belongs to 62% of nuclear families 

(having 44% borrowers) and 62% of above poverty line (includes 42% borrowers). 

Table – 4.3 District wise Borrowers& Non Borrowers -Family Type (%) 

Main District 
Family 
Type 

Non 
Borrower 

Borrower Total 

Ahmadabad 
Joint 7.0 5.5 12.5 

Nuclear 7.3 5.2 12.5 

Vadodara 
Joint 3.2 5.2 8.3 

Nuclear 2.8 13.8 16.7 

Bharuch 
Joint 1.8 6.5 8.3 

Nuclear 1.8 14.8 16.7 

Panchmahal 
Joint 3.0 5.3 8.3 

Nuclear 6.3 10.3 16.7 
Total 33.3 66.7 100.0 

All Districts 
Joint 15.0 22.5 37.5 

Nuclear 18.3 44.2 62.5 
 

Table – 4.4 District wise Borrowers& Non Borrowers - Poverty Line (%) 

Main District Poverty Line 
Non 

Borrower 
Borrower Total 

Ahmadabad 
Below Poverty Line 6.7 3.3 10.0 
Above Poverty Line 7.7 7.3 15.0 

Vadodara 
Below Poverty Line 0.8 4.2 5.0 
Above Poverty Line 5.2 14.8 20.0 

Bharuch 
Below Poverty Line 1.7 8.3 10.0 
Above Poverty Line 2.0 13.0 15.0 

Panchmahal 
Below Poverty Line 4.3 9.0 13.3 
Above Poverty Line 5.0 6.7 11.7 
Total 33.3 66.7 100.0 

All Districts 
Below Poverty Line 13.5 24.8 38.3 
Above Poverty Line 19.8 41.8 61.7 

 

 
4.1 Statistical Techniques used 

The statistical analysis of the surveyed data depends on their characteristics and 

interpretations to be drawn. This helps for conclusions and findings of the study. 

Appropriate statistical techniques used in the study to analyze data since data 

collected from different districts through survey methods in two different format one 

normal generic and other based on Likert format. Some of the following statistical 

techniques used in this (earlier in pilot) study: 
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 Top Box Analysis - In the absence of any benchmark or historical data the 

research study depends on top-box and top-two-box scores (boxes means the 

response options) e.g. on a five-point scale, counting the number of 

respondents that selected the most favorable response “strongly-agree” fall 

into the top box.  Dividing this top-box count by the total number of responses 

generates a top-box proportion. This idea is expressing a strong attitude with a 

statement used in standard Likert item options (strongly disagree to strongly 

agree) to other response options. 

 Spearman’s rho (correlation coefficient) - The Spearman's rank-order 

correlation is the nonparametric data product-moment correlation. Spearman's 

correlation coefficient, (ρ i.e. rho) measures the strength and direction of 

association between two ranked variables. These two variables may be ordinal, 

interval or ratio. The Spearman correlation can be used when the assumptions 

of the Pearson correlation are markedly violated. However, Spearman's 

correlation determines the strength and direction of the monotonic 

relationship between two variables rather than the strength and direction of 

the linear relationship between these two variables, which is what Pearson's 

correlation determines. 

 Cronbach’s alpha test - Cronbach’s alpha is a measure used to assess the 

reliability, or internal consistency, of a set of scale or test items (surveyed as 

Likert data) i.e. the reliability of any given measurement refers to the extent to 

which it is a consistent measure of a concept, and Cronbach’s alpha (α) is one 

way of measuring the strength of that consistency. Cronbach’s alpha is 

computed by correlating the score for each scale item with the total score for 

each observation (usually individual survey respondents or test takers), and 

then comparing that to the variance for all individual item scores: The 

resulting α coefficient of reliability ranges from 0 to 1 in providing this overall 

assessment of a measure’s reliability. If all of the scale items are entirely 

independent from one another (i.e., are not correlated or share no covariance), 

then α = 0; and, if all of the items have high covariance, then α will approach 

1 as the number of items in the scale approaches infinity. In other words, the 

higher the coefficient the more the items have shared covariance and probably 

measures the same underlying concept. Although the standards for what 
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makes a “good” α coefficient are entirely arbitrary and depend on your 

theoretical knowledge of the scale in question, many methodologists 

recommend a minimum α coefficient between 0.65 and 0.8 (or higher in many 

cases); α coefficients that are less than 0.5 are usually unacceptable. 

 Test for normality - An assessment of the normality of data is a prerequisite 

for many statistical tests because normal data is an underlying assumption in 

parametric testing but here we have non-parametric data. There are two main 

methods of assessing normality: graphically and numerically. Statistical tests 

have the advantage of making an objective judgment (i.e. graphically) of 

normality, but there are some disadvantages, one main reason not being 

sensitive enough at low sample sizes or overly sensitive to large sample 

sizes. The normality tests are supplementary to the graphical assessment of 

normality and some of the tests are Kolmogorov-Smirnov (K-S) test, Lilliefors 

corrected K-S test, Shapiro-Wilk test, Anderson-Darling test, Cramer-von 

Mises test, D’Agostino skewness test, Anscombe-Glynn kurtosis test, 

D’Agostino-Pearson omnibus test, and the Jarque-Bera tests and among these, 

K-S is a much used test. 

 Mann-Whitney U-Test – One of the non-parametric alternative tests to 

the independent sample t-test which is used to compare two sample means 

drawn from the same population, and used to test whether two sample means 

are equal or not.  Usually, the Mann-Whitney U test is used when the 

assumptions for the t-test are not met. Sometimes understanding the Mann-

Whitney U is difficult to interpret because the results are presented in group 

rank differences rather than group mean differences. Mann-Whitney U test is a 

non-parametric test, so it does not assume any assumptions pertaining to any 

distribution but somehow there are some important assumptions such as : 

 The sample drawn from the population is random. 

 Independence within the samples and mutual independence is 

assumed.  That means that an observation is in one group or the other (it 

cannot be in both). 

 Ordinal measurement scale is assumed. 

 Levene’s Test for Equality of Variances - Levene’s test is used to check 

that variances are equal for all samples when your data comes from a non 



Chapter-4 Analysis and Interpretation 

132 

normal distribution. The Levene’s test also checks the assumption of equal 

variances before running a test like One-Way ANOVA.Equal variances across 

samples are called homogeneity of variance e.g. the analysis of variance; 

assume that variances are equal across groups or samples. The Levene test can 

be used to verify that assumption. Levene's test is an alternative to the Bartlett 

test. The Levene test is less sensitive than the Bartlett test to departures from 

normality. The Levene test is defined as: 

 H0: σ21=σ22=…=σ2k 

 Ha: σ2i≠σ2j    for at least one pair (i, j). 

 Principal Component Analysis (PCA) - Principal component analysis (PCA) 

is a technique used to emphasize variation and bring out strong patterns in a 

dataset. It's often used to make data easy to explore and visualize. Principal 

component analysis (PCA) is a statistical procedure that uses an orthogonal 

transformation to convert a set of observations of possibly correlated variables 

into a set of values of linearly uncorrelated variables called principal 

components (or sometimes, principal modes of variation). The number of 

principal components is less than or equal to the smaller of the number of 

original variables or the number of observations. 

 Factor Analysis (FA) -Factor analysis is a technique that is used to reduce a 

large number of variables into fewer numbers of factors.  This technique 

extracts maximum common variance from all variables and puts them into a 

common score.  As an index of all variables this score can use for further 

analysis.  Factor analysis is part of general linear model (GLM) and this 

method also assumes several assumptions: such as …there is linear 

relationship, there is no multi co-linearity, it includes relevant variables into 

analysis, and there is true correlation between variables and factors.  There are 

several methods are available, but principle component analysis is used most 

commonly. 

 Kuppuswamy’s socio-economic status scale - Socio-economic scales are 

integral part in the assessment of social class of an individual/family, which 

can have an influence on various social factors. It is also vital for 

consideration when customizing health, education to the target audience. 

Socio-economic scales are dependent on evaluation of income and need to be 
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updated with changing consumer price index. Socio-economic status is 

defined as an individual's or group's position within a hierarchical social 

structure. Socioeconomic status depends on a combination of variables, 

including occupation, education, income, wealth, and place of residence. 

 

The above mentioned statistical techniques used to identify impact and measure of 

effectiveness of credit societies. 

 

4.2 Basic environment for  Data analysis 

The survey data form (see Appendix - I) is divided according to different 

characteristics and requirements from the participants. The data analysis carried out 

such as basic statistical analysis such as average age, inter relationship of categorical 

data etc .that will provide the domain environment in which all data are collected and 

their impact on the research study objectives. The responses are purely based on 

participant’s perceptions once they were made to understand the questions and forms 

were collected on the spot. 

 

4.2.1 Basic Data analysis 

The average age of all 600surveyedparticipants (Table -4.5) is 39.2 years this includes 

50.0% male participants with average age 39.4 years and 50.0% of female participants 

with average age 39.0 years. The participant’s ages are grouped in two different 

groups for further comparison in study i.e. first group of age < 37 years and second 

group of age > 36. The average age in first group for males is 31.3 years, while 

female’s average age is 32.2 years and the average age of males in second group is 

45.9 years, while female’s average age is 46.1 years respectively. In first age group 

there are total 287 participants having average age 31.7 and in second age group there 

are total 313 participants having average age 46.0. 

 

Table – 4.5 Average Age of Participants (in years)  

Gende
r 

Number of 
Participant

s 

Averag
e Age 

Age < 37 Age > 36 
Number of 
Participant

s 

Average 
Age 

Number of 
Participant

s 

Average 
Age 

Male 300 39.4 134 31.3 166 45.9 
Female 300 39.0 153 32.2 147 46.1 
Overal
l 

600 39.2 287 31.7 313 46.0 
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Table – 4.6 District wise participants for different SES (%)  
Resi. 
Area 

Kuppuswamy Scale 
SES 

Main District 
Total 

Ahmadabad Vadodara Bharuch Panchmahal 

Urban 

Lower  Middle - III 0.2 1.5 0.3 0.7 2.7 
Lower - V 0.0 0.0 0.0 0.2 0.2 
Upper - I 0.7 0.7 0.2 0.0 1.5 

Upper Lower - IV 1.3 4.0 3.2 3.2 11.7 
Upper Middle - II 6.2 10.5 4.7 4.3 25.7 

Rural 

Lower  Middle - III 0.7 0.3 1.2 1.7 3.8 
Lower - V 0.0 0.0 0.0 0.0 0.0 
Upper - I 0.5 0.7 0.5 1.3 3.0 

Upper Lower - IV 5.5 1.8 3.2 4.0 14.5 
Upper Middle - II 10.0 5.5 11.8 9.7 37.0 

Total 

Lower  Middle - III 0.8 1.8 1.5 2.3 6.5 
Lower - V 0.0 0.0 0.0 0.2 0.2 
Upper - I 1.2 1.3 0.7 1.3 4.5 

Upper Lower - IV 6.8 5.8 6.3 7.2 26.2 
Upper Middle - II 16.2 16.0 16.5 14.0 62.7 

 

The data in Table- 4.6 are tabulated for participant’s different socio economic status 

(SES) using Kuppuswamy Scales showing 4.5% belongs to Upper (me), 62.7% 

topper Middle (II), 6.5% to Lower Middle (IIII), 26.2% to Upper Lower (IV) and 

nearly 0.2% to Lower (V) respectively. There are nearly 15% urban participants and 

23% rural participants are from Below Poverty Line (BPL) and  nearly 27% urban 

participants and 35% rural participants are from Above Poverty Line (APL) 

respectively. 

 

The surveyed data classified as per Table – 4.7 for calculation of SES required and 

analyzed accordingly using Kuppuswamy’s Scale. 
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Table – 4.7  Different Indicators for Kuppuswamy Scale used for SES 

Indicator 
Very Poor Poor Borderline Self-Sufficient Surplus 

Lover (V) 
Upper Lower 

(IV) 
Lower Middle 

(III) 
Upper Middle 

(II) 
Upper (I) 

Housing 
Homeless / 
Katcha Rented 

Katcha Owned 
Katcha Owned / 
Semi Pucca 
Rented 

Pucca Rented / 
Semi Pucca 
Owned 

Pucca Owned 

Assets 

without land, 
having some 
house hold 
items, may 
have some 
animals like 
goat / hens / 
sheep 

having 
marginal 
portion of land 
for farming / 
few milch 
animals / fan, 
radio , bicycle 

having small 
portion of land for 
farming / few 
milch and draught 
animals / fan, 
radio, bicycle, two 
wheeler and TV 

having big 
portion of land 
for farming / few 
milch and 
draught animals / 
well / tub-well, 
fan , radio, 
bicycle, motor 
cycle, telephone, 
fridge and TV 

having very 
large land for 
farming /  milch 
and draught 
animals / wells / 
tub-wells, tractor 
/ lorry,  fan, 
radio, bicycle, 
motor cycle, 
telephone, fridge 
and TV 

Employme
nt 

daily wager / 
single earner / 
Unemployed 

Unskilled 
worker / Semi-
skilled Worker 
/ hired farming 
/ regular wage 
earner 

Skilled worker / 
labourer / farming 
with owned less 
land / less paid 
salaried work 

Skilled and 
experienced 
worker /  Semi 
Professional / 
monthly salary 

Professional / 
own business 
and land for 
farming / high 
monthly Salary 

 

 
4.2.2 Correlation between categorical data variables (Spearman’s rho) 

The correlation between categorical types of data(Kuppuswamy’s Scale classification) 

e.g. poverty line, gender, age, social economic status, family type etc. calculated for 

p<0.05 and significant (shown in bold), this is important for the study that data should 

hold some significant relationship either positive or negative (irrespective of 

numerical values). Table-4.8 depicts same. 

 

Table – 4.8Correlation between categorical data variables (Spearman’s rho) 

Categorical 
Variable 

Gender 
Actual 

Age 
Marital 
Status 

Education
Poverty 

Line 
Occupation

Family 
Type 

Gender 1.000 
Actual Age -0.036 1.000 

Marital Status 0.101 0.307 1.000 
Education -0.133 -0.219 -0.127 1.000 

Poverty Line 0.130 -0.001 0.018 0.061 1.000 
Occupation 0.176 -0.157 0.068 -0.099 -0.080 1.000 

Family Type 0.086 -0.225 -0.037 0.044 0.154 -0.038 1.000 
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4.2.3 The Primary Data  

The primary data collected using format (Appendix – I) from participants of four 

different districts of Gujarat. This survey form has conceptualized to capture every 

possible basic information which are useful and creates domain of social environment 

(Appendix -I, Part – I and Part – II) and other responses (Appendix -1, Part – III) to 

capture data are grouped (in Likert Scale Format) as Q Variables (9 variables with 5 

points scale) and P Variables (15 variables with 2 points scale) for possible different 

factors analysis and conclusion purpose. The following table (Table 4.9) describes the 

details of factors which could be analyzed through factor analysis. 

 

Table – 4.9 Possible factors and their relationships in (Q & P variables) 
Q Variables (9 questions) P Variables (15 questions) 

Element of Factors Impact factors 
Income earning Employment Social Affiliation 
Social enrichment interdependency Quality of life 
Enhanced social & economic status Quality of life Economic Status Improvement
Income utilization Quality of life Access to information 
Economic upliftment Economic Status Drawing Benefits 
Source of Income Economic Status At present undefined 

relationship of P & Q 
Variables 

Education to female Women empowerment
Health of female Women empowerment

 

4.2.4 Test for Data Reliability (Cronbach’s alpha test) 

It is essential to understand before analyses of data, the responses received from 

participants to every question in the survey are internally consistent; means how 

closely related a set of items are as a group.  This is considered to be a measure of 

scale reliability. Alpha was developed by Lee Cronbach in 1951, high" value for alpha 

does not imply that the measure is one-dimensional.  In addition to measuring internal 

consistency exploratory factor analysis (Kline P, 1994) is one method of checking 

dimensionality (Tavakol, Dennick, 2011).It is imperative for Likert-type scales to 

calculate and report Cronbach’s alpha coefficient for internal consistency reliability. 

The Cronbach’s Alpha for (Q variables, Table – 4.10) data the survey is 0.835 and 

Cronbach’s Alpha based on standardized item is 0.836 which is excellent and most 

reliable to internal items consistency.  
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Table – 4.10 Reliability Statistics (Q Variables) 

Cronbach's Alpha 
Cronbach's Alpha Based on 

Standardized Items 
Number of 
Variables 

0.836 0.835 9 
 

Improper use of alpha can lead situations in which either a test or scale is wrongly 

discarded or the test is criticized for not generating trustworthy results. Such situation 

is required to understand associated with concepts of internal consistency, 

homogeneity or dimensionality which may improve the use of alpha. Internal 

consistency is concerned with the interrelatedness of a sample of test items, whereas 

homogeneity refers to dimensionality. 

 

Table – 4.11 Item-Total Statistics (Q Variables) 

Var. 
Scale Mean 

if Item 
Deleted 

Scale 
Variance if 

Item Deleted 

Corrected Item-
Total 

Correlation 

Squared 
Multiple 

Correlation 

Cronbach's 
Alpha if Item 

Deleted 
Q13 28.562 34.076 0.697 0.677 0.802 
Q14 28.615 34.645 0.637 0.559 0.809 
Q15 28.630 33.753 0.718 0.670 0.800 
Q16 28.642 34.344 0.671 0.565 0.805 
Q17 28.607 34.309 0.684 0.590 0.804 

Q18 28.937 37.362 0.447 0.261 0.830 
Q19 28.913 38.026 0.378 0.333 0.838 

Q20 28.967 40.226 0.222 0.149 0.853 
Q21 28.875 36.657 0.484 0.365 0.826 
 

It should be noted that a high value for Cronbach’s Alpha indicates a good internal 

consistency of items in the scale. This concludes that data collected from the 

respondents are standard and reliable. The Table – 4.11 is final table with item wise 

Cronbach’s Alpha, which shows the ‘contribution’ or ‘fit’ of each item to the scale 

providing useful statistics such as mean and standard deviation (the"Adj. Total 

Mean" and "Adj. Total StDev" columns), adjusted Pearson correlations and squared 

multiple correlation (the "Item-Adj. Total Carr" and "Squared Multiplexor." 

columns), and the column "Cronbach's Alpha if Item Deleted" presents the value 

that Cronbach's alpha would be if that particular item was deleted from the scale. It 

can be seen that removal of any variable, except variable Q15 (α= 0.718) would result 

in a lower Cronbach’s alpha (α= 0.770). Therefore such questions should not be 

removed from the survey, while removing some questions Q18 thru Q21 will 
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substantially increase (having α= 0.222 thru 0.484) to α= 0.898, this can also be seen 

that the “Corrected Item-Total Correlation”. 

 

Cronbach's alpha simply provides an overall reliability coefficient for a set of 

variables (e.g., questions). If questions reflect different underlying other dimensions, 

for example, participant’s motivation and commitment, Cronbach's alpha will not 

beagle to distinguish between these. In order to do this and then check their reliability 

(using Cronbach's alpha), a test such as a Principal Components Analysis (PCA) was 

run. 

 

4.2.5 Top Box Analysis of Rating Scale Data 

The most important data from 600 participants from survey question belongs to Q 

Variables (e.g. Q13 thru Q21) based on five point scale Likert Scale format i.e. 1 = 

Strongly Disagree, 2= Disagree, 3 = Neutral, 4= Agree and 5 = Strongly Agree 

respectively and other questions are P Variables (e.g. P22 thru P36) a two point Likert 

scale survey i.e. 1= Yes, and 2 = No, respectively. Technically, Likert scale data are 

ordinal. Rating scales are used widely.  

 

In the absence of any benchmark or historical data top-box and top-two-box scores 

calculated.  The top box scores are the highest rating points on a scale which has been 

used by participants to indicate their answers to what are typically closed-end 

question items in the survey. It helps to think of the scale as being vertically 

arranged—like a stack of children’s alphabet blocks—with the most positive possible 

response on the top and the most negative response on the bottom. The top-box is 

typically assigned the number “5” by the market researchers and is the most positive 

of the responses, and “4” is the second most positive of the possible responses, if the 

survey participant marks either one of these responses, they have given a top-

box response. Below Figure – 1 show how data for Q-variables are distributed. 
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Table – 4.12 Top Box Analysis (Cases  N = 600)  overall 

Variables 
Frequency of Responses 

Median
Top Box Calculated (%)  

SD DA NU AG SA %L %A %H TB LB NTB
Q13 23 74 103 211 189 4 16.17 17.17 66.67 31.50 3.83 27.67
Q14 31 78 78 249 164 4 18.17 13.00 68.83 27.33 5.17 22.17
Q15 29 80 86 244 161 4 18.17 14.33 67.50 26.83 4.83 22.00
Q16 29 81 86 248 156 4 18.33 14.33 67.33 26.00 4.83 21.17
Q17 31 70 81 262 156 4 16.83 13.50 69.67 26.00 5.17 20.83
Q18 36 99 132 251 82 4 22.50 22.00 55.50 13.67 6.00 7.67
Q19 32 109 131 225 103 4 23.50 21.83 54.67 17.17 5.33 11.83
Q20 30 118 136 228 88 4 24.67 22.67 52.67 14.67 5.00 9.67
Q21 30 104 136 215 115 4 22.33 22.67 55.00 19.17 5.00 14.17

Total 271 813 969 2133 1214 4 20.07 17.94 61.98 22.48 5.02 17.46
 

The questions related to Q variables replied by every participants of four districts 

were tabulated (Table – 4.12). The table includes aggregate of frequency count 

assigned to every as scale item viz. 1 (SD – strongly disagree), 2 (DA – disagree), 3 

(NU – neutral), 4 (AG –agree) and 5 (SA – strongly agree) respectively. These 

percentage values are calculated using different formulae as - %L = 

((SD+DA)*100)/N, %A = (NU*100)/N, %H = ((SA+AG)*100)/N while TB is the 

percentage value of SA and LB is the percentage value of SD only. The value NTB 

(i.e. net top box) is difference (which may be positive or negative) between TB and 

LB will provide the trend for surveyed data. 

 

The analysis of all 600 data (Table – 4.12) irrespective of any parameters  shows that 

most of the responses are towards the “Agree” scale items i.e. nearly 62% while only 

0

50

100

150

200

250

300

0 2 4 6 8 10

F
re

q
u

en
ci

es

Q Variables

Distribution of Responses

SD

DA

NU

AG

SA



Chapter-4 Analysis and Interpretation 

140 

23% are Strongly Agree and net value comes out to be 17% favoring the concept of 

credit societies within the districts.  The Table – 4.13 shows the Top Box analysis of 

data for different data parameters. 

 

Table – 4.13 Top Box Analysis for different parameters  

Parameter Groups 

Frequency of 
Responses Media

n 

Top Box Calculated (%) 
Case

s 
SD

D
A 

N
U 

AG SA
%
L 

%
A 

%H TB 
L
B 

NT
B 

Gender 
Male 

10
3 

37
2 

49
8 

108
0 

647 4 
17.
6 

18.
4 

63.9 
23.
9 

3.
8 

20.2 300 

Female 
16
8 

44
1 

47
1 

105
3 

567 4 
22.
6 

17.
4 

60.0 
21.
0 

6.
2 

14.8 300 

Residence 
Area 

Urban 
12
9 

23
4 

50
0 

704 683 4 
16.
1 

22.
2 

61.6 
30.
4 

5.
7 

24.6 250 

Rural 
14
2 

57
9 

46
9 

142
9 

531 4 
22.
9 

14.
9 

62.2 
16.
9 

4.
5 

12.4 350 

Poverty Line 
BPL 

11
4 

36
8 

34
3 

782 463 4 
23.
3 

16.
6 

60.1 
22.
4 

5.
5 

16.9 230 

APL 
16
0 

45
5 

61
1 

136
7 

716 4 
18.
1 

18.
8 

63.1 
22.
6 

4.
7 

17.8 370 

Family Type 
Joint 

11
4 

31
0 

43
0 

638 533 4 
20.
9 

21.
3 

57.8 
26.
3 

5.
6 

20.7 225 

Nuclear 
15
7 

50
3 

53
9 

149
5 

681 4 
19.
6 

15.
9 

64.5 
20.
2 

4.
6 

15.5 375 

Borrower 
Borrower 

20
4 

51
2 

63
0 

138
2 

872 4 
19.
9 

17.
5 

62.6 
24.
2 

5.
7 

18.6 400 

Non-
Borrower 

67
30
1 

33
9 

751 342 4 
20.
4 

18.
8 

60.7 
19.
0 

3.
7 

15.3 200 

Overall Total 
27
1 

81
3 

96
9 

213
3 

121
4 

4 
20.
1 

17.
9 

61.9
8 

22.
5 

5.
0 

17.5 600 

 

The Top Box Analysis for different parameters according to groups analyzed as per 

number of cases (the sum is 600) whereas %H values are varying from 57.8% thru 

64.7% and NTB values are varying from 12.4% thru 24.6%, which indicates most of 

the participants are agreeing about most of the factors influencing the changes in their 

leaving conditions. 

 

4.2.6 Test for Normality 

Every Likert scale data is a multi-item scale and ordinal data without intervals. The 

resulting distribution is then assumed to be metric and can be tested for normality. So 

five items each with a range of 1 to 5 would combine together to yield a Likert scale 

with a range from 5 to 25, with combined data is treated as being metric.  This is one 

of the points of having multi-item Likert scales, which converts ordinal measures into 

metric data more suitable for multivariate analysis.  
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Likert scales by definition not normally distributed, and having the greater variance in 

data set and the closer the central tendency is to the edges of the scale, the more likely 

it violates the assumption of normality in the t-test. a simulation study conducted by 

de Winter and Dodou  that compares the capabilities of the two sample t-test and the 

Mann-Whitney test to analyze five-point Likert items for two groups. Is it better to 

use one analysis or the other? The researchers identified a diverse set of 14 

distributions that are representative of actual Likert data.  

 

To analyze ordinal data statistically, non-parametric tests should be used i.e. 

Anderson-Darling Test.  The basic choice between a parametric test and a non-

parametric test are generally described as the following: 

 Parametric tests, such as the 2-sample t-test, assume a normal, continuous 

distribution. However, with a sufficient sample size, t-tests are robust to 

departures from normality. 

 Nonparametric tests, such as the Mann-Whitney test, do not assume a normal 

or a continuous distribution. However, there are concerns about a lower ability 

to detect a difference when one truly exists. 

 

To test the normality of every data items means they are relatively close to the fitted 

normal distribution line. The p-value is greater than the significance level of 0.05 then 

we fail to reject the null hypothesis (in Table - 10, calculated p is <0.005) defined as 

follows: 

 

Null hypothesis   H0  : Data follow a normal distribution (if p >0.05) 

Alternative hypothesis H1  : Data do not follow a normal distribution (if 

p<0.05) 
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Table – 4.14  Normality Tests – Q Variables (Cases = 600) 

Var. Mean 
Std. 
Dev. 

Anderson 
Darling 
Value 

p values 
calculated

Null Hypothesis 

Q13 3.782 1.131 31.476 <0.005 

H1 accepted i.e. data are not normal 

Q14 3.728 1.147 35.546 <0.005 
Q15 3.713 1.140 33.663 <0.005 
Q16 3.702 1.136 33.807 <0.005 
Q17 3.737 1.122 36.578 <0.005 
Q18 3.407 1.098 29.320 <0.005 
Q19 3.430 1.129 25.510 <0.005 
Q20 3.377 1.106 26.086 <0.005 
Q21 3.468 1.132 24.407 <0.005 
 

The above normality tests analysis leads to tests different hypotheses assumed non 

normality of data using first Mann-Whitney U-test for Q Variables.  

 

4.3 Testing of Hypotheses (H1) for different parameters 

  

H.1o =  Microfinance intervention of credit societies have not made economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

H.1a =  Microfinance intervention of credit societies have made economic 

improvement in living standards of individual beneficiaries in the selected 

areas of districts of Gujarat State. 

 

Family Type Grouping 
H.2o =  Microfinance intervention of credit societies makes no difference to family 

type of the participants. 

H.2a =  Microfinance intervention of credit societies influences family type of the 

participants. 

 

Gender Grouping 
H.3o =  Microfinance intervention of credit societies makes no difference to 

gender of the participants. 

H.3a =  Microfinance intervention of credit societies influences gender of the 

participants. 

 

Residence Area Grouping 
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H.4o =  Microfinance intervention of credit societies makes no difference to 

residential facility of the participants. 

H.4a =  Microfinance intervention of credit societies influences residential facility 

of the participants. 

Correlation between factors of economic impact and socio benefits 

.H.5O =  There shall be no correlation between factors of economic impact and 

factors of socio benefits responsible to participants. 

H.5a =  There shall be correlation between factors of economic impact and socio 

benefits responsible to participants. 

 

4.3.1 Mann‐Whitney U-test (Q Variables) 

This is a non-parametric equivalent test of the independent t test for two independent 

groups or variables such as family type (joint and nuclear), gender (male and female) 

and area of residence type (rural and urban) for ordinal data and the dependent 

variable (Q Variable) was either ordinal or continuous. The Mann-Whitney U test was 

often considered the nonparametric alternative to the independent t-test although this 

was not always the case. Unlike the independent-samples t-test, the Mann-Whitney U 

test allows to draw different conclusions about data depending on the assumptions 

made about data's distribution. These conclusions can range from simply stating 

whether the two populations differ, through to determining if there were differences in 

medians between groups. These different conclusions hinge on the shape of the 

distributions of data. A number of assumptions for this test need to be met. The most 

important are: (a) coincidence of the sample and (b) independence of observations. 

 

The Mann-Whitney test compares the mean ranks -- it does not compare medians and 

does not compare distributions. More generally, the p value answers this question: 

What was the chance that a randomly selected value from the population with the 

larger mean rank was greater than a randomly selected value from the other 

population? 

 

In case of making an additional assumption - that the distributions of the two 

populations have the same shape, data must not be influenced by any other data (such 

as: gender – male with female, family type – joint with nuclear, or socio economic 

status etc.) and all data drawn using random sampling, with homogeneity of variance, 
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even if they were shifted (have different medians) - then the Mann-Whitney test can 

be considered a test of medians. In case accepting the assumption of identically 

shaped distributions, then a small p value from a Mann-Whitney test leads to the 

conclusion for  p<0.05 (ref Table -4.15 to Table – 4.18) . 

 

Table – 4.15 Mann‐Whitney U-test (Family Type Grouping) 
  Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 

Mann-Whitney U 40529.5 41143.5 39504.5 41580.0 39930.5 40140.5 39077.5 41957.5 40493.5

Wilcoxon W 111029.5 111643.5 110004.5 112080.0 65355.5 65565.5 64502.5 112457.5 65918.5

Z -0.84 -0.53 -1.37 -0.31 -1.16 -1.05 -1.57 -0.12 -0.85

p values 0.40 0.59 0.17 0.76 0.25 0.30 0.12 0.91 0.39

 

Table – 4.16 Mann‐Whitney U-test (Gender  Grouping) 
  Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 

Mann-Whitney U 36886.0 40489.0 39256.5 42160.5 44964.0 40515.5 40858.5 41835.0 44747.5

Wilcoxon W 82036.0 85639.0 84406.5 87310.5 90114.0 85665.5 86008.5 86985.0 89897.5

Z -3.99 -2.24 -2.84 -1.41 -0.012 -2.22 -2.03 -1.55 -0.12

p values 0.00 0.03 0.01 0.16 0.99 0.03 0.04 0.12 0.90

 

Table – 4.17 Mann‐Whitney U-test (Residence Area Grouping) 

  Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 

Mann-Whitney 
U 

39162.0 37499.5 38390.5 35287.5 39474.0 37700.0 40782.5 43458.0 39635.5

Wilcoxon W 100587.0 98924.5 99815.5 96712.5 100899.0 99125.0 102207.5 74833.0 101060.5

Z -2.29 -3.14 -2.69 -4.25 -2.16 -3.03 -1.47 -0.15 -2.04

p values 0.02 0.00 0.01 0.00 0.03 0.00 0.14 0.89 0.04

 

Table – 4.18 Mann‐Whitney U-test (Socio Economic Status Grouping) 

  Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 

Mann-Whitney 
U 

42292.5 40699.0 40520.5 39080.5 36326.5 42155.5 41095.5 41674.0 41810.0

Wilcoxon W 110927.5 67264.0 67085.5 65645.5 62891.5 110790.5 67660.5 68239.0 110445.0

Z -0.13 -0.94 -1.03 -1.77 -3.19 -0.20 -0.73 -0.44 -0.37

p values 0.90 0.35 0.30 0.08 0.001 0.84 0.46 0.66 0.71

 

The Mann-Whitney test (with reference to above tables) leads to the conclusion that 

the difference between medians for family type (joint v/s nuclear, Table 4.15) was not 

statistically significant and hence the null hypothesis is rejected (H.2o); but the mean 

ranks values of the variable Q19 in Table 4.19 shows that the rank values for nuclear 

family type is higher than joint family type; this variable Q19 is related to women 

empowerment and influence only possible in nuclear family.  
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In case of gender grouping (male v/s female, Table – 4.16) Q13 thru Q15, Q18 and 

Q19 gives statistically significant results hence the null hypothesis is accepted (H.3o); 

but the mean ranks values (Table – 4.19) of the variable Q13 shows that the rank 

values for male is higher than female; this variable Q13 is related to employment 

opportunity and shows trend towards male. 

 

In case of residence area grouping (urban v/s rural, Table – 4.17) Q13 thru Q18 and 

Q21 gives statistically significant results and hence null hypothesis is rejected (H4o) 

but the mean ranks values (Table – 4.19) of the variable Q16 shows that the rank 

values for urban is higher than rural; this variable Q16 is related to increase in quality 

of life in urban areas.  

 

In case of socio economic status (BPL v/s APL, Table – 4.18) Q17 gives statistically 

significant results and hence null hypothesis is rejected (H5o). The mean ranks value 

(Table – 4.19) of the variable Q17 also shows the rank values for APL is higher than 

BPL this variable Q17 is related to question increase in economic condition especially 

to APL. 

 

Table – 4.19  Mean Ranks of Variables (highest and lowest)   
Parameters Groups Q13 Q16 Q17 Q19 

Family Type 
Joint       268.68 

Nuclear       308.79 

Gender 
Male 327.55       

Female 273.45       

Residence Area 
Urban   334.35     
Rural   276.32     

Socio Economic Status 
BPL     273.44   
APL     317.32   

 

4.3.2 Levene’s Test for Equality of Variances 

Levene's test (Levene 1960) is used to test if k different variables have equal 

variances. Equal variances across variables are called homogeneity of variance. Some 

statistical tests, e.g. the analysis of variance (ANOVA i.e. F Values), assume that 

variances are equal across groups (e.g. male v/s female, rural v/s urban etc.) or 

variables. The Levene test can be used to verify that assumption. Levene's test is an 

alternative to the Bartlett test. The Levene test is less sensitive than the Bartlett test to 
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departures from normality. If there is strong evidence that our data come from a 

normal, or nearly normal, distribution, then Bartlett's test has better performance. 

Hence Levene’s test the hypothesis as follows: 

H0: σ21=σ22=…=σ2k 

Ha: σ2i≠σ2j    for at least one pair (imp). 

 

Table – 4.20 Group Statistics (Family Type Grouping) 

Var. 
Family 
Type 

Mean Std. Dev. S.E. of Mean 

Q13 
Joint 3.81 1.17 0.08 

Nuclear 3.76 1.11 0.06 

Q14 
Joint 3.74 1.19 0.08 

Nuclear 3.72 1.12 0.06 

Q15 
Joint 3.76 1.22 0.08 

Nuclear 3.69 1.09 0.06 

Q16 
Joint 3.68 1.23 0.08 

Nuclear 3.71 1.08 0.06 

Q17 
Joint 3.68 1.14 0.08 

Nuclear 3.77 1.11 0.06 

Q18 
Joint 3.37 1.07 0.07 

Nuclear 3.43 1.11 0.06 

Q19 
Joint 3.35 1.16 0.08 

Nuclear 3.48 1.11 0.06 

Q20 
Joint 3.39 1.16 0.08 

Nuclear 3.37 1.07 0.06 

Q21 
Joint 3.40 1.24 0.08 

Nuclear 3.51 1.06 0.05 

 

The assumed hypotheses required for testing of homogeneity of variances between 

data and their groups. Once data are tested through the Mann‐Whitney U-test; the 

next step for data is to compare difference between two independent groups (e.g. 

family type) using SPSS software; this could possible through Leven’s Test for 

equality of variance performed on Q variables (9 variables) for different  groups 

separately assuming variances are equal. The Table -4.20 gives such Group Statistics 

for Family Type (Joint v/s Nuclear) having every variable the average values which 

are comparable.  There were 5 variables where mean values for Nuclear family type is 

more than mean values of Joint family type while other 4 variables where mean 

values of Joint is more than values of Nuclear Family type. 
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Table – 4.21 Independent Samples Test (Family Type) 

Var. Variance Relation 

Levene's Test 
for Equality 
of Variances 

t-test for Equality of Means 

F 
p 

values
t 

p 
values

Mean 
Difference

Std. Error 
Difference 

95% CI of the 
Difference 

Lower Upper

Q13 
Equal variances assumed 3.41 0.07 0.53 0.60 0.05 0.10 -0.14 0.24 

Equal variances not assumed 0.52 0.60 0.05 0.10 -0.14 0.24 

Q14 
Equal variances assumed 1.57 0.21 0.16 0.88 0.02 0.10 -0.18 0.21 

Equal variances not assumed 0.15 0.88 0.02 0.10 -0.18 0.21 

Q15 
Equal variances assumed 4.97 0.03 0.78 0.44 0.07 0.10 -0.11 0.26 

Equal variances not assumed 0.76 0.45 0.07 0.10 -0.12 0.27 

Q16 
Equal variances assumed 8.53 0.00 -0.29 0.77 -0.03 0.10 -0.22 0.16 

Equal variances not assumed -0.28 0.78 -0.03 0.10 -0.22 0.17 

Q17 
Equal variances assumed 2.24 0.14 -1.03 0.30 -0.10 0.09 -0.28 0.09 

Equal variances not assumed -1.03 0.31 -0.10 0.10 -0.29 0.09 

Q18 
Equal variances assumed 0.22 0.64 -0.58 0.57 -0.05 0.09 -0.24 0.13 

Equal variances not assumed -0.58 0.56 -0.05 0.09 -0.23 0.13 

Q19 
Equal variances assumed 0.81 0.37 -1.40 0.16 -0.13 0.10 -0.32 0.05 

Equal variances not assumed -1.39 0.17 -0.13 0.10 -0.32 0.06 

Q20 
Equal variances assumed 2.76 0.10 0.17 0.86 0.02 0.09 -0.17 0.20 

Equal variances not assumed 0.17 0.87 0.02 0.10 -0.17 0.20 

Q21 
Equal variances assumed 10.24 0.00 -1.07 0.28 -0.10 0.10 -0.29 0.09 

Equal variances not assumed -1.03 0.30 -0.10 0.10 -0.30 0.09 

 

The assumptions of equal variances for every variable (Q variables) under Family 

Type grouping are tabulated in above Table – 4.21, under F values column some 

variables having the p values are <0.05 (shown in bold) hence it can concluded that 

the null hypothesis is partially accepted  (H2o) for variables Q15, Q16 and Q21 

respectively and variances are equal while for remaining variables p values are >0.05 

and hence variances are not equal and it can be concluded the null hypothesis is 

partially rejected. Such situation allows to check other columns of the table i.e. t-table 

for equality of mean i.e. mean joint = mean nuclear.  In this situation again the p values for 

all variables are >0.05 and hence we accept our alternate hypothesis (H2a). 

 

The Table -4.22 gives such Group Statistics for Gender (Male v/s Female) having 

every variable the average values which are comparable.  There were 8 variables 

where mean values for Male is more than mean values of Female while only one 

variable (Q19) where mean value of Female is more than value of Male.  
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Table – 4.22 Group Statistics  (gender grouping) 
Variable Gender Mean Std. Dev. S.E. of Mean 

Q13 
Male 3.96 1.09 0.06 

Female 3.61 1.15 0.07 

Q14 
Male 3.83 1.13 0.07 

Female 3.63 1.16 0.07 

Q15 
Male 3.86 1.06 0.06 

Female 3.57 1.20 0.07 

Q16 
Male 3.77 1.11 0.06 

Female 3.63 1.16 0.07 

Q17 
Male 3.78 1.00 0.06 

Female 3.69 1.23 0.07 

Q18 
Male 3.50 1.09 0.06 

Female 3.31 1.10 0.06 

Q19 
Male 3.35 1.08 0.06 

Female 3.51 1.17 0.07 

Q20 
Male 3.46 1.08 0.06 

Female 3.30 1.13 0.07 

Q21 
Male 3.48 1.10 0.06 

Female 3.45 1.16 0.07 
 

The assumptions of equal variances for every variable (Q variables) under Gender 

grouping are tabulated in above Table – 4.22, under F values column some variables 

having the p values are <0.05 (shown in bold) hence it can concluded that the null 

hypothesis is partially accepted (H3o) for variables Q13, Q15 and Q17 respectively 

and variances are equal while for remaining variables p values are >0.05 and hence 

variances are not equal and it can be concluded the null hypothesis is partially 

rejected. Such situation allows to check other columns of the table i.e. t-table for 

equality of mean i.e. mean male = mean female.  In this situation again p values for the 

variables Q13 thru Q15 and Q18 are <0.05 and for all other variables p values are 

>0.05 and hence we accept our alternate hypothesis (H3a). It is to be noted that the 

variables Q13 and Q15 having equal variances this could only possible when 

participants having similar replies of these questions irrespective of other groups. 
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Table – 4.23  Independent Samples Test (gender grouping) 

Var. Variance Relation 

Levene's Test 
for Equality 
of Variances 

t-test for Equality of Means 

F 
p 

values
t 

p 
values

Mean 
Difference

Std. Error 
Difference 

95% CI of the 
Difference 

Lower Upper

Q13 
Equal variances assumed 4.21 0.04 3.83 0.00 0.35 0.09 0.17 0.53 
Equal variances not assumed 3.83 0.00 0.35 0.09 0.17 0.53 

Q14 
Equal variances assumed 2.05 0.15 2.11 0.04 0.20 0.09 0.01 0.38 
Equal variances not assumed 2.11 0.04 0.20 0.09 0.01 0.38 

Q15 
Equal variances assumed 16.36 0.00 3.10 0.00 0.29 0.09 0.11 0.47 
Equal variances not assumed 3.10 0.00 0.29 0.09 0.11 0.47 

Q16 
Equal variances assumed 3.33 0.07 1.47 0.14 0.14 0.09 -0.05 0.32 
Equal variances not assumed 1.47 0.14 0.14 0.09 -0.05 0.32 

Q17 
Equal variances assumed 18.29 0.00 0.95 0.34 0.09 0.09 -0.09 0.27 
Equal variances not assumed 0.95 0.34 0.09 0.09 -0.09 0.27 

Q18 
Equal variances assumed 0.40 0.53 2.16 0.03 0.19 0.09 0.02 0.37 
Equal variances not assumed 2.16 0.03 0.19 0.09 0.02 0.37 

Q19 
Equal variances assumed 3.24 0.07 -1.67 0.10 -0.15 0.09 -0.33 0.03 
Equal variances not assumed -1.67 0.10 -0.15 0.09 -0.33 0.03 

Q20 
Equal variances assumed 1.20 0.27 1.77 0.08 0.16 0.09 -0.02 0.34 
Equal variances not assumed 1.77 0.08 0.16 0.09 -0.02 0.34 

Q21 
Equal variances assumed 0.69 0.41 0.32 0.75 0.03 0.09 -0.15 0.21 
Equal variances not assumed 0.32 0.75 0.03 0.09 -0.15 0.21 

 

Table – 4.24 Group Statistics (Residence Area) 

Variable 
Residence  

Area 
Mean 

Std.  
Dev. 

S.E.  
of Mean 

Q13 
Urban 3.89 1.16 0.07 
Rural 3.71 1.11 0.06 

Q14 
Urban 3.87 1.18 0.07 
Rural 3.63 1.11 0.06 

Q15 
Urban 3.82 1.20 0.08 
Rural 3.63 1.09 0.06 

Q16 
Urban 3.92 1.11 0.07 
Rural 3.55 1.13 0.06 

Q17 
Urban 3.80 1.25 0.08 
Rural 3.69 1.02 0.05 

Q18 
Urban 3.58 1.11 0.07 
Rural 3.29 1.08 0.06 

Q19 
Urban 3.50 1.16 0.07 
Rural 3.38 1.11 0.06 

Q20 
Urban 3.37 1.11 0.07 
Rural 3.38 1.11 0.06 

Q21 
Urban 3.58 1.13 0.07 
Rural 3.39 1.13 0.06 

 

The Table -4.24 gives such Group Statistics for Residence Area (Urban v/s Rural) 

having every variable the average values which are comparable.   
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There were 8 variables where mean values for Urban is more than mean values of 

Rural while only one variable (Q20) where mean value of Rural is more than value of 

Urban.  

 

Table – 4.25  Independent Samples Test (residence area type) 

Var. Variance Relation 

Levene's Test 
for Equality 
of Variances

t-test for Equality of Means 

F 
p 

values
t 

p 
values

Mean 
Difference 

Std. Error 
Difference 

95% CI of the 
Difference 

Lower Upper

Q13 
Equal variances assumed 1.72 0.19 1.95 0.05 0.18 0.09 0.00 0.37 
Equal variances not assumed 1.94 0.05 0.18 0.09 0.00 0.37 

Q14 
Equal variances assumed 1.48 0.22 2.53 0.01 0.24 0.09 0.05 0.43 
Equal variances not assumed 2.51 0.01 0.24 0.10 0.05 0.43 

Q15 
Equal variances assumed 1.45 0.23 2.01 0.04 0.19 0.09 0.00 0.37 
Equal variances not assumed 1.98 0.05 0.19 0.10 0.00 0.38 

Q16 
Equal variances assumed 0.40 0.53 3.95 0.00 0.37 0.09 0.18 0.55 
Equal variances not assumed 3.96 0.00 0.37 0.09 0.19 0.55 

Q17 
Equal variances assumed 17.95 0.00 1.09 0.27 0.10 0.09 -0.08 0.28 
Equal variances not assumed 1.06 0.29 0.10 0.10 -0.09 0.29 

Q18 
Equal variances assumed 0.08 0.77 3.22 0.00 0.29 0.09 0.11 0.47 
Equal variances not assumed 3.20 0.00 0.29 0.09 0.11 0.47 

Q19 
Equal variances assumed 0.03 0.85 1.21 0.23 0.11 0.09 -0.07 0.30 
Equal variances not assumed 1.20 0.23 0.11 0.09 -0.07 0.30 

Q20 
Equal variances assumed 1.02 0.31 -0.16 0.87 -0.01 0.09 -0.19 0.17 
Equal variances not assumed -0.16 0.87 -0.01 0.09 -0.19 0.17 

Q21 
Equal variances assumed 0.19 0.66 2.05 0.04 0.19 0.09 0.01 0.38 
Equal variances not assumed 2.05 0.04 0.19 0.09 0.01 0.38 

 

The assumptions of equal variances for every variable (Q variables) under Residence 

Area Type grouping are tabulated in above Table – 4.25, under F values column only 

one variable having the p values are <0.05 (shown in bold) hence it can concluded 

that the null hypothesis is partially accepted (H4o) for variable Q17 variances are 

equal while for remaining variables p values are >0.05 and hence variances are not 

equal and it can be concluded the null hypothesis is partially rejected. Such situation 

allows to check other columns of the table i.e. t-table for equality of mean i.e. mean 

urban = mean rural.  In this situation again p values for the variables Q14 thru Q16, Q18 

and Q21 are <0.05 and rest other variables p values are >0.05 and hence we accept 

our alternate hypothesis (H4a). 
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The Table -4.26 gives such Group Statistics for Socio Economic Status (BPL v/s 

APL) having every variable the average values which are comparable. There were 7 

variables where mean values for APL is more than mean values of  BPL while other 

two variables (Q18 and Q21) where mean values of BPL is more than value of APL.  

 

Table – 4.26 Group Statistics (Socio Economic Status) 

Variable Poverty Line Mean 
Std.  
Dev. 

S.E.  
of Mean 

Q13 
Below Poverty Line 3.75 1.24 0.08 
Above Poverty Line 3.80 1.06 0.06 

Q14 
Below Poverty Line 3.65 1.22 0.08 
Above Poverty Line 3.78 1.10 0.06 

Q15 
Below Poverty Line 3.65 1.15 0.08 
Above Poverty Line 3.75 1.13 0.06 

Q16 
Below Poverty Line 3.57 1.22 0.08 
Above Poverty Line 3.78 1.08 0.06 

Q17 
Below Poverty Line 3.58 1.11 0.07 
Above Poverty Line 3.84 1.12 0.06 

Q18 
Below Poverty Line 3.42 1.08 0.07 
Above Poverty Line 3.40 1.11 0.06 

Q19 
Below Poverty Line 3.38 1.20 0.08 
Above Poverty Line 3.46 1.08 0.06 

Q20 
Below Poverty Line 3.36 1.12 0.07 
Above Poverty Line 3.39 1.10 0.06 

Q21 
Below Poverty Line 3.48 1.19 0.08 
Above Poverty Line 3.46 1.09 0.06 
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Table – 4.27  Independent Samples Test (Social Economic Status) 

Var. Variance Relation 

Levene's Test 
for Equality 
of Variances

t-test for Equality of Means 

F 
p 

values
t 

p 
values

Mean 
Difference

Std. Error 
Difference 

95% CI of the 
Difference 

Lower Upper

Q13 
Equal variances assumed 10.71 0.00 -0.58 0.56 -0.05 0.10 -0.24 0.13 
Equal variances not assumed -0.56 0.58 -0.05 0.10 -0.25 0.14 

Q14 
Equal variances assumed 8.28 0.00 -1.36 0.18 -0.13 0.10 -0.32 0.06 
Equal variances not assumed -1.32 0.19 -0.13 0.10 -0.32 0.06 

Q15 
Equal variances assumed 0.90 0.34 -1.04 0.30 -0.10 0.10 -0.29 0.09 
Equal variances not assumed -1.03 0.30 -0.10 0.10 -0.29 0.09 

Q16 
Equal variances assumed 8.35 0.00 -2.18 0.03 -0.21 0.10 -0.39 -0.02 
Equal variances not assumed -2.12 0.03 -0.21 0.10 -0.40 -0.01 

Q17 
Equal variances assumed 1.47 0.23 -2.74 0.01 -0.26 0.09 -0.44 -0.07 
Equal variances not assumed -2.75 0.01 -0.26 0.09 -0.44 -0.07 

Q18 
Equal variances assumed 0.20 0.65 0.26 0.79 0.02 0.09 -0.16 0.21 
Equal variances not assumed 0.27 0.79 0.02 0.09 -0.16 0.20 

Q19 
Equal variances assumed 5.98 0.01 -0.89 0.38 -0.08 0.09 -0.27 0.10 
Equal variances not assumed -0.86 0.39 -0.08 0.10 -0.27 0.11 

Q20 
Equal variances assumed 0.66 0.42 -0.35 0.73 -0.03 0.09 -0.22 0.15 
Equal variances not assumed -0.35 0.73 -0.03 0.09 -0.22 0.15 

Q21 
Equal variances assumed 4.60 0.03 0.17 0.87 0.02 0.10 -0.17 0.20 
Equal variances not assumed 0.17 0.87 0.02 0.10 -0.17 0.21 

 

The assumptions of equal variances for every variable (Q variables) under Social 

Economic Status grouping are tabulated in above Table – 4.27, under F values column 

there are four variables having the p values are <0.05 (shown in bold) hence it can 

concluded that the null hypothesis is partially accepted that variances are equal for 

variables Q13, Q14, Q19 and Q21 respectively while for remaining variables p values 

are >0.05 and hence variances are not equal and it can be concluded the null 

hypothesis is partially rejected. Such situation allows to check other columns of the 

table i.e. t-table for equality of mean i.e. meanBPL = meanAPL.  In this situation again p 

values for the variables Q16 and Q17 are <0.05 and rest other variables p values are 

>0.05 and hence we accept our alternate hypothesis. The only variable Q16 having 

both equal variances and equal means which is important to note. 

 

4.4 Factor Analysis (Q Variables) 

4.4.1 Principle Component Analysis (PCA) 

English philosopher and monk William of Ockham (c.1285-1349) who expressed a 

principle of ontological economy, principle of parsimony, or principle of simplicity 



Chapter-4 Analysis and Interpretation 

153 

known as Ockham's Razor i.e. Pluralitas non estponenda sine neccesitate,which 

translates as entities should not be multiplied unnecessarily. This means when a new 

set of facts requires the creation of a new theory, the process is far from the orderly 

picture often presented in books. Many hypotheses are proposed, studied and rejected. 

Researchers discuss their validity (sometimes quite heatedly) proposing experiments 

which will determine the validity of one or the other, exposing flaws in their least 

favorite ones, etc. Yet, even when the unfit hypotheses are discarded, several options 

may remain, in some cases making the exact same predictions, but having very 

different underlying assumptions. In order to choose among these possible theories a 

very useful tool is what is called Ockham's razor. Proposition that assumptions should 

be reduced to their minimum, thus, if two assumptions seem to be equally valid, the 

simpler one should be preferred. 

 

Principal Component Analysis (PCA) is appropriate when measures on a number of 

observed variables and wish to develop a smaller number of artificial variables (called 

principal components) that will account for most of the variance in the observed 

variables have been obtained. The principal components may then be used as 

predictor or criterion variables in subsequent analyses. 

 

4.4.2 A Variable Reduction Procedure 

Principal component analysis is a Variable Reduction Technique and used when 

variables were highly correlated. It reduces the number of observed variables to 

smaller number of principle components which accounts for most of the variance of 

the observed variables. It is useful when there is some redundancy in those variables. 

The redundancy means that some of the variables are correlated with one another, 

possibly because they were measuring the same construct. 

 

The variable reduction procedure (principal component analysis, VARIMAX rotation) 

is similar in many respects to exploratory factor analysis. In fact, the steps are 

virtually identical followed in conducting a principal component analysis to those in 

conducting an exploratory factor analysis. But there are significant conceptual 

differences between both the procedures. 
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The total amount of variance in PCA is equal to the number of observed variables 

being analyzed. The number of components extracted is equal to the number of 

observed variables in the analysis. The first principal component identified accounts 

for most of the variance in the data. The second component identified accounts for the 

second largest amount of variance in the data and is uncorrelated with the first 

principal component and so on. Components accounting for maximal variance are 

retained while other components accounting for a trivial amount of variance are not 

retained. Eigen values indicate the amount of variance explained by each component. 

Eigen vectors are the weights used to calculate components scores. 

 

4.4.3 Assumptions 

Factor analysis is designed for interval data, although it can also be used for ordinal 

data (e.g. scores assigned to Likert scales). The variables used in factor analysis 

should be linearly related to each other. Obviously the variables must also be at least 

moderately correlated to each other; otherwise the number of factors will be almost 

the same as the number of original variables, which means that carrying out a factor 

analysis would be pointless. The factor analysis has three main uses: 

1. To understand the structure of a set of variables 

2. To construct a questionnaire to measure an underlying variable 

3. To reduce a large data set to a more manageable size. 

 

For our research study there are nine variables (Q variables) for all 600 participants 

(say cases). The principal component analysis can be conducted on all valid cases 

which are converted through codes (1 to 5).  The ratio of cases to variables is very 

large i.e. 60 to 1. Table – 4.28 shows the correlation matrix having 19 correlations 

other than self values are greater than 0.3, this required for PCA before calculating 

Factor Analysis.  
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Table – 4.28 Correlation Matrix (9 variables) Cases = 600 
Variables Q13 Q14 Q15 Q16 Q17 Q18 Q19 Q20 Q21 

Q13 1.00 
Q14 0.63 1.00 
Q15 0.77 0.59 1.00 
Q16 0.58 0.67 0.62 1.00 
Q17 0.70 0.54 0.69 0.59 1.00 
Q18 0.27 0.34 0.30 0.40 0.30 1.00 
Q19 0.24 0.11 0.26 0.23 0.33 0.21 1.00 
Q20 0.09 0.15 0.09 0.12 0.07 0.33 0.16 1.00 
Q21 0.31 0.29 0.37 0.27 0.32 0.27 0.52 0.25 1.00 

 

The other condition for PCA / FA analysis is value of Kaiser-Mayer-Olkin (KMO) 

measure of sampling adequacy (MSA) should be greater than 0.5 for each individual 

variable as well as the set of variables. The KMO – measure is the ratio of the squared 

correlation between variables to the squared of partial correlation between variables. 

It ranges from 0 to 1. The Sais described at marvelous if it is 0.90 or greater, 

meritorious if it is in the 0.80's,middling if in the 0.70's, mediocre if in the in the 

0.60's , miserable if in the 0.50's, and unacceptable if below 0.50.  The Table – 4.29 is 

for KMO and Bartlett’s Test shows: 

 

Table – 4.29 KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.84 

Bartlett's Test of Sphericity 
Approx. Chi-Square 2370.54 

d. f. 36 
Sig. 0.00 

 

 Kaiser-Meyer-Olkin Measure of Sampling Adequacy - It is undesirable to have 

two variables which share variance with each other but not with other variables. 

The measure value was 0.844 which suggests meritorious. They suggest a factor 

analysis. 

 Bartlett's Test of Sphericity - This tests the null hypothesis that the correlation 

matrix is an identity matrix. An identity matrix is a matrix in which all of the 

diagonal elements are 1 and all off-diagonal elements are 0 (Table – 4.30). Hence 

the null hypothesis that correlation matrix is an identity matrix (.i.e. matrix with 

only 1’s in the diagonal and 0’s off-diagonal) is rejected. However, correlated 

variables are wanted, so the off-diagonal elements should not be 0.These tests 

provide a minimum standard before a factor analysis should be conducted. 
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Table – 4.30 Anti-image Correlation (MSA) 
Variable  Correlation Variable  Correlation 

Q13 0.85 Q18 0.85 
Q14 0.86 Q19 0.69 
Q15 0.87 Q20 0.69 
Q16 0.87 Q21 0.77 
Q17 0.90   

 

4.4.4 Factor Analysis outcome (Q Variables) 

Principal component analysis requires that the probability associated with Bartlett's 

Test of Sphericity be less than the level of significance which is <0.05 and satisfies 

this requirement. The next step was to determine the number of factors that should be 

included in the factor solution. There were 3 Eigen values which represents a 

partitioning of the total variation accounted for each principal component) greater 

than 1.0 in Table –4.31. The latent root criterion for number of factors to derive would 

indicate that there were 3 components to be extracted for these variables. 

 

Table – 4.31 Total Variance Explained 

Componen
t 

Initial Eigen values 
Extraction Sums of Squared 

Loadings 
Rotation Sums of Squared 

Loadings 

Total 
% of 
Var. 

Come. % Total % of Var.
Come. 

% 
Total 

% of 
Var. 

Come. %

1 4.13 45.92 45.92 4.13 45.92 45.92 3.55 39.44 39.44 
2 1.36 15.16 61.08 1.36 15.16 61.08 1.59 17.71 57.16 
3 1.04 11.51 72.59 1.04 11.51 72.59 1.39 15.43 72.59 
4 0.65 7.20 79.79             
5 0.53 5.92 85.72             
6 0.45 5.05 90.76             
7 0.32 3.52 94.28             
8 0.30 3.36 97.64             
9 0.21 2.36 100.00             

Extraction Method: Principal Component Analysis. 
 

The cumulative proportion of variance criteria would require 3 components to satisfy 

the criterion of explaining 73% or more of the total variance. A 4 components 

solution would explain 80% of the total variance. Since the SPSS calculates by default 

to extract the number of components indicated by the latent root criterion, the initial 

factor solution was based on the extraction of 3 components. 
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The Screed Plot (Figure – 2) is a useful visual aid for determining an appropriate 

number of principal components. The screed plot graphs the Eigen values against the 

component number. To determine the appropriate number of components, look for an 

"elbow" in the screed plot. The component number was taken to be the point at which 

the remaining Eigen values were relatively small and all about the same size. The 

Screed Plot has two lines: the lower line shows the proportion of variance for each 

principal component, while the upper line shows the cumulative variance explained 

by the first 3 components. The principal components were sorted in decreasing order 

of variance, so the most important principal component was always listed first. 

 

PCA works on the initial assumption that all variance is common; therefore, before 

extraction the communalities were all 1. The communalities in the column labeled 

Extraction reflect the common variance in the data structure. So, that in the Table – 

4.32 below, it can be said that 77.1% of the variance associated with question 1 was 

common, or shared, variance. Another way to look at these communalities is in terms 

of the proportion of variance explained by the underlying factors. Communalities 

represent the proportion of the variance in the original variables that was accounted 

for by the factor solution. The factor solution should explain at least half of each 

original variable's variance, so the communality value for each variable should be 

0.50 or higher. 
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Table – 4.32 Communalities 
Variable  Initial Extraction 

Q13 1.00 0.77 
Q14 1.00 0.70 
Q15 1.00 0.77 
Q16 1.00 0.69 
Q17 1.00 0.72 
Q18 1.00 0.63 
Q19 1.00 0.80 
Q20 1.00 0.74 
Q21 1.00 0.71 

Extraction Method: Principal Component Analysis. 
 

 

The commonality for all Q variables is greater than 0.5 in this iteration and the 

cumulative proportion of variance criteria would require 3 components to satisfy the 

criterion of explaining 73% or more of the total variance.  The analysis had more than 

one variable i.e. all nine variables loading on each of them is tabulated in Table – 4.33 

(with factor names) as follows: 
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Table – 4.33 Rotated Component Matrix(Q Variables) 

Variables Element of Factors 
Component 
1 2 3 

Q13 Income earning Employment 0.86 0.18 0.02
Q14 Social enrichment interdependency 0.80 -0.02 0.24

Q15 
Enhanced social & economic 
status 

Quality of life 0.85 0.22 0.04

Q16 Income utilization Quality of life 0.80 0.07 0.23
Q17 Economic upliftment Economic Status 0.80 0.28 0.00
Q18 Source of Income - male Economic Status 0.32 0.09 0.72
Q20 Education to female Women empowerment -0.04 0.16 0.84
Q19 Source of Income - female Women empowerment 0.12 0.89 0.06
Q21 Health of female Women empowerment 0.22 0.78 0.22

Extraction Method: Principal Component Analysis.  
 Rotation Method: Varian with Kaiser Normalization. 
 

The component 1 includes the variables namely Q13 (income earning), Q14 (Social 

enrichment), Q15 (Enhanced social and Economic Status), Q16 (Income Utilization) 

and Q17 (Economic upliftment). Similarly component 2 includes variables namely 

Q18 (Source of Income – male) and Q20 (Education to female) while the component 

3 includes the variables namely Q19 (Source of Income – female) and Q21 (Health of 

female) respectively. Every component can be named as a factor for combinations of 

these variables which shows how rural or urban families are benefited at different 

level through micro financing by credit societies. These factors may be named as: 

 

Table – 4.34 Nomenclature of Factors (Q Variables) 

Factor 
No. 

Name of Factor Variables included 
Descriptive Statistics 

items Av. Sd. Skew. Kurt 
Croon.
Α 

1 Quality of Life Q13,Q14,Q15,Q16,Q17 5 3.73 1.14 -0.77 -0.25 0.898
2 Economic Status Q18,Q20 2 3.39 1.10 -0.43 -0.63 0.595

3 
Women 
empowerment 

Q19,Q21 2 3.45 1.13 -0.40 -0.70 0.686

 

A three factor structure for 9 items was evident, based on principal components 

exploratory factor analysis with varimax rotation. The proposed three factors are 

Quality of life ( 5 items, 0.898), Economic Status (2 items, 0.595) and Women 

empowerment (2 items, 0.686). This indicates moderate internal consistency. 

However each of the factors could probably be strengthened through revision items 

with loadings and possibly adding new items.  
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4.5 Socio-economic impact using  P Variables 

The survey instrument having four different parts viz. one of the parts includes 

questions in Likert scale format to measure socio economic impact. One of the part 

these questions surveyed in two different variables concept; one  as Q Variables (5-

point scale) and these are analyzed above and now the second as P Variables (2-point 

scale) for instant yes or no i.e. binary replies in nature and hence equal values of 

percentages could possible .  

 

This requires testing a single population proportion p equals to some value p0 i.e. Ho: 

p1 = p2 where p1 and p2 are population proportion belongs to every individual group 

such as gender (male v/s female), residence area (rural v/s urban) etc. This also 

involves testing of two tailed alternate hypothesis as Ha: p1≠ p2 i.e. to test the equality 

of two proportions against the alternative that they are not equal.  The test will 

provide the sufficient evidence at the  = 0.05 level to concluded the two populations. 

Simple percentages were employed to analyze every question (Yes or No) responded 

by either participant is borrower and non borrower. The responses of different (P22 

thru P36) variables were combined to a single attribute (factor) assigned and 

tabulated.  

 

In Table -4.35 all these questions are classified and grouped with important four 

factors. The percentages of two groups i.e. one group belongs to overall participants 

and other group belong to those participants who have taken benefits from the credit 

societies.   

 

Table – 4.35  Responses of P variables grouped 

Possible factors 
Borrower & 

Non Borrower 
Only 

Borrowers Variables Grouped 
Yes% No.% Yes% No.%

Social Affiliation (4) 5.38 94.63 3.42 63.25 P22, P23, P24, P25 
Quality of  Life (4) 95.42 4.58 64.58 2.08 P26, P27, P29, P31 
Access to information (2) 74.58 25.42 51.58 15.08 P28, P30 
Drawing Benefits (5) 8.47 91.53 5.10 61.57 P32, P33, P34, P35, P36 
 

The outcome of survey shows that most of the participates (95%, 63%) are not 

affiliated with any social or political organizations but their quality of life is improved 
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(95%, 65%) than drawing the benefits from any other government schemes (92%, 

62%) besides most of the participants are well informed (75%, 52%) respectively. 

4.5.1 Mann‐Whitney U-test (P Variables) 

The Table – 4.36 having different mean ranks value; such as the variable P29 shows 

that the rank values for male is higher than female whereas this variable P29 is related 

to quality of life which shows trend toward male. The variable P32 shows that the 

rank values for nuclear family type is higher than joint family type while this variable 

P32 is related to benefits drawn from government scheme in education and 

influencing in nuclear family.  

 

Table – 4.36  Mean Ranks of Variables (highest and lowest)   
Parameters Groups P29 P32 P36 

Family Type 
Joint 283.17 

Nuclear 310.90 

Gender 
Male 315.00 

Female 286.00 

Residence Area 
Urban 324.20 
Rural 283.57 

Socio Economic Status 
BPL 167.26 
APL 383.32 

 

This table also having different mean ranks value for residence area whereas the 

variable P36 shows that the rank values for Urban is higher than Rural similarly the 

rank values in social economic status for APL is higher than BPL is also belongs to 

the variable P36 is related to benefits drawn from BPL ration card.  

 

Table – 4.37 Mann‐Whitney U-test (Family Type Grouping ) 
Variables P22 P23 P24 P25 P26 P27 P28 P29 

Mann-
Whitney U 

39525.0 40950.0 39900.0 41362.5 41962.5 41812.5 41962.5 41850.0 

Wilcoxon 
W 

64950.0 111450.0 65325.0 111862.5 67387.5 67237.5 112462.5 112350.0 

Z -3.61 -1.48 -2.82 -1.00 -1.10 -0.43 -0.26 -0.36 
p values 0.00 0.14 0.00 0.32 0.27 0.67 0.80 0.72 

Variables P30 P31 P32 P33 P34 P35 P36 

p <0.05 
bold 

values 

Mann-
Whitney U 

40125.0 42000.0 38287.5 39750.0 42112.5 40762.5 41700.0 

Wilcoxon 
W 

110625.0 112500.0 63712.5 65175.0 67537.5 66187.5 67125.0 

Z -1.17 -0.26 -4.87 -3.73 -0.16 -2.65 -0.30 
p values 0.24 0.79 0.00 0.00 0.87 0.01 0.76 
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The Mann-Whitney test for P variables leads to the conclusion that the difference 

between medians for family type (joint v/s nuclear, Table – 4.37) was not statistically 

significant and hence the null hypothesis is rejected. The variables P22 and P24 are 

affiliated to social organization where participants are less interactive and similarly 

variables P32, P33 and P35 are concerned with government schemes which normally 

Nuclear families are drawing benefits. 

 

Table – 4.38 Mann‐Whitney U-test (Gender grouping) 
Variables P22 P23 P24 P25 P26 P27 P28 P29 

Mann-Whitney 
U 

44550.0 43650.0 44250.0 43800.0 44700.0 42600.0 41100.0 40650.0 

Wilcoxon W 89700.0 88800.0 89400.0 88950.0 89850.0 87750.0 86250.0 85800.0 
Z -0.59 -1.57 -0.89 -1.41 -1.42 -2.68 -4.35 -4.49 

p values 0.55 0.12 0.37 0.16 0.16 0.01 0.00 0.00 
Variables P30 P31 P32 P33 P34 P35 P36 

p <0.05 
bold values

Mann-Whitney 
U 

43650.0 44250.0 42900.0 44550.0 44100.0 45000.0 41850.0 

Wilcoxon W 88800.0 89400.0 88050.0 89700.0 89250.0 90150.0 87000.0 
Z -0.74 -1.02 -2.54 -0.67 -1.91 0.00 -1.88 

p values 0.46 0.31 0.01 0.51 0.06 1.00 0.06 
 

In case of gender grouping (male v/s female, Table – 39b) P27 thru p29 and P32 are 

statistically significant results hence the null hypothesis is accepted but the mean 

ranks values (Table – 4.38) of the variable P29 shows that the rank values for male is 

higher than female. 

 

Table – 4.39 Mann‐Whitney (Residence Area) 
Variables P22 P23 P24 P25 P26 P27 P28 P29 

Mann-
Whitney 

U 
41725.0 41175.0 40675.0 41900.0 43700.0 43400.0 43700.0 41875.0 

Wilcoxon 
W 

73100.0 102600.0 72050.0 103325.0 105125.0 104825.0 105125.0 103300.0 

Z -2.69 -3.03 -3.72 -2.21 -0.24 -0.40 -0.06 -1.96 
p values 0.01 0.00 0.00 0.03 0.81 0.69 0.95 0.05 

Variables P30 P31 P32 P33 P34 P35 P36 

p <0.05 
bold values

Mann-
Whitney 

U 
41425.0 43625.0 41150.0 41275.0 43500.0 42800.0 37825.0 

Wilcoxon 
W 

102850.0 75000.0 72525.0 72650.0 74875.0 74175.0 99250.0 

Z -1.29 -0.17 -3.19 -3.71 -0.54 -1.74 -3.58 
p values 0.20 0.86 0.00 0.00 0.59 0.08 0.00   

 

In case of residence area grouping (urban v/s rural, Table – 4.39) P22 thru P25, P29, 

P32, P33 and P36 gives statistically significant results but the mean ranks values of 
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the variable P36 shows that the rank values for urban is higher than rural In case of 

socio economic status (BPL v/s APL, Table – 39d) P22 thru P25, P32, P33 and P36 

gives statistically significant results. The mean ranks value (Table – 4.40) of the 

variable P36 shows that the rank values for APL is higher than BPL. 

 

Table – 4.40 Mann‐Whitney (Socio Economic Status) 
Variable

s 
P22 P23 P24 P25 P26 P27 P28 P29 

Mann-
Whitney 

U 
40255.0 41225.0 

40645.
0 

40440.0 42480.0 38820.0 38520.0 39025.0 

Wilcoxon 
W 

66820.0 
109860.

0 
67210.

0 
109075.

0 
111115.

0 
107455.

0 
107155.

0 
107660.0 

Z -3.10 -1.58 -2.34 -2.55 -0.34 -4.28 -4.63 -3.74 
p values 0.00 0.11 0.02 0.01 0.73 0.00 0.00 0.00 
Variable

s 
P30 P31 P32 P33 P34 P35 P36 

p <0.05 
bold 

values   
  

Mann-
Whitney 

U 
34855.0 41825.0 

42330.
0 

41965.0 42200.0 41460.0 11905.0 

Wilcoxon 
W 

103490.
0 

110460.
0 

68895.
0 

68530.0 68765.0 68025.0 38470.0 

Z -4.33 -1.01 -0.27 -0.89 -0.76 -2.02 -18.79 
p values 0.00 0.31 0.78 0.37 0.44 0.04 0.00 

 

4.5.2 Levene’s Test for Equality of Variances(P Variables) 

To test the hypotheses, the data for P variables analyzed as per different groups 

defined earlier. The Mann-Whitney test gives some interpretation of these variables 

which lead us to conclude that the difference between medians was statistically 

significant. The confirming these conclusions and results the Levene’s test is required. 

In this test the values of standard deviation of P variables in all groups is varying from 

0.05 to 0.50 which shows that replies of are concentrating (in different groups) 

towards either 1 or 2. 

       

  



Chapter-4 Analysis and Interpretation 

164 

Table – 4.41  Independent Samples Test (Family Type) 

Var. 
Variance  

Test 

Levene's Test 
for Equality 
of Variances 

t-test for Equality of Means 

F 
p  

values
t 

p  
values 

Mean 
Diff. 

Std. 
Error 
Diff. 

95% CI of the 
Difference 

Lower Upper 

P22 
Equal variances assumed 55.82 0.00 -3.64 0.00 -0.06 0.02 -0.10 -0.03 
Equal variances not assumed -3.15 0.00 -0.06 0.02 -0.10 -0.02 

P23 
Equal variances assumed 9.09 0.00 1.48 0.14 0.03 0.02 -0.01 0.07 
Equal variances not assumed 1.58 0.11 0.03 0.02 -0.01 0.07 

P24 
Equal variances assumed 32.76 0.00 -2.83 0.00 -0.05 0.02 -0.09 -0.02 
Equal variances not assumed -2.55 0.01 -0.05 0.02 -0.10 -0.01 

P25 
Equal variances assumed 4.09 0.04 1.00 0.32 0.02 0.02 -0.02 0.06 
Equal variances not assumed 1.05 0.30 0.02 0.02 -0.02 0.06 

P26 
Equal variances assumed 4.86 0.03 -1.10 0.27 -0.01 0.00 -0.01 0.00 
Equal variances not assumed -1.42 0.16 -0.01 0.00 -0.01 0.00 

P27 
Equal variances assumed 0.75 0.39 -0.43 0.67 -0.01 0.02 -0.05 0.03 
Equal variances not assumed -0.44 0.66 -0.01 0.02 -0.05 0.03 

P28 
Equal variances assumed 0.27 0.60 0.26 0.80 0.01 0.02 -0.04 0.05 
Equal variances not assumed 0.26 0.80 0.01 0.02 -0.04 0.05 

P29 
Equal variances assumed 0.52 0.47 0.36 0.72 0.01 0.02 -0.04 0.05 
Equal variances not assumed 0.36 0.72 0.01 0.02 -0.04 0.05 

P30 
Equal variances assumed 3.65 0.06 1.17 0.24 0.05 0.04 -0.03 0.13 
Equal variances not assumed 1.16 0.25 0.05 0.04 -0.03 0.13 

P31 
Equal variances assumed 0.28 0.60 0.26 0.79 0.00 0.02 -0.03 0.04 
Equal variances not assumed 0.26 0.80 0.00 0.02 -0.03 0.04 

P32 
Equal variances assumed 109.90 0.00 -4.97 0.00 -0.09 0.02 -0.13 -0.06 
Equal variances not assumed -4.18 0.00 -0.09 0.02 -0.14 -0.05 

P33 
Equal variances assumed 60.30 0.00 -3.77 0.00 -0.06 0.02 -0.09 -0.03 
Equal variances not assumed -3.18 0.00 -0.06 0.02 -0.09 -0.02 

P34 
Equal variances assumed 0.11 0.74 -0.16 0.87 0.00 0.01 -0.02 0.02 
Equal variances not assumed -0.16 0.87 0.00 0.01 -0.02 0.02 

P35 
Equal variances assumed 29.23 0.00 -2.66 0.01 -0.03 0.01 -0.06 -0.01 
Equal variances not assumed -2.29 0.02 -0.03 0.01 -0.06 0.00 

P36 
Equal variances assumed 0.35 0.55 -0.30 0.76 -0.01 0.04 -0.09 0.06 
Equal variances not assumed -0.30 0.77 -0.01 0.04 -0.09 0.06 

 

From  the above Table -4.41 it is evident that columns “Mean Diff” and “Std. Error 

Diff” of t-test shows very small values difference between means of P variables 

(Family Type grouping) but there are some variables P22 thru P26, P32, P33 and P35 

having significant p values <0.05 and variances are equal.  

 

  



Chapter-4 Analysis and Interpretation 

165 

Table – 4.42  Independent Samples Test (Gender grouping) 

Var. 
Variance 

Test 

Levene's Test
for Equality
of Variances

t-test for Equality of Means 

F 
p 

values
t 

p 
values 

Mean 
Diff. 

Std. 
Error 
Diff. 

95% CI of the 
Difference

Lower Upper 

P22 
Equal variances assumed 1.40 0.24 -0.59 0.56 -0.01 0.02 -0.04 0.02 
Equal variances not assumed -0.59 0.56 -0.01 0.02 -0.04 0.02 

P23 
Equal variances assumed 9.99 0.00 1.57 0.12 0.03 0.02 -0.01 0.07 
Equal variances not assumed 1.57 0.12 0.03 0.02 -0.01 0.07 

P24 
Equal variances assumed 3.22 0.07 -0.89 0.37 -0.02 0.02 -0.05 0.02 
Equal variances not assumed -0.89 0.37 -0.02 0.02 -0.05 0.02 

P25 
Equal variances assumed 8.08 0.00 1.41 0.16 0.03 0.02 -0.01 0.06 
Equal variances not assumed 1.41 0.16 0.03 0.02 -0.01 0.06 

P26 
Equal variances assumed 8.14 0.00 -1.42 0.16 -0.01 0.00 -0.02 0.00 
Equal variances not assumed -1.42 0.16 -0.01 0.00 -0.02 0.00 

P27 
Equal variances assumed 30.38 0.00 2.69 0.01 0.05 0.02 0.01 0.09 
Equal variances not assumed 2.69 0.01 0.05 0.02 0.01 0.09 

P28 
Equal variances assumed 88.95 0.00 4.42 0.00 0.09 0.02 0.05 0.13 
Equal variances not assumed 4.42 0.00 0.09 0.02 0.05 0.13 

P29 
Equal variances assumed 95.42 0.00 4.56 0.00 0.10 0.02 0.06 0.14 
Equal variances not assumed 4.56 0.00 0.10 0.02 0.06 0.14 

P30 
Equal variances assumed 2.04 0.15 0.74 0.46 0.03 0.04 -0.05 0.11 
Equal variances not assumed 0.74 0.46 0.03 0.04 -0.05 0.11 

P31 
Equal variances assumed 4.20 0.04 -1.02 0.31 -0.02 0.02 -0.05 0.02 
Equal variances not assumed -1.02 0.31 -0.02 0.02 -0.05 0.02 

P32 
Equal variances assumed 27.19 0.00 -2.55 0.01 -0.05 0.02 -0.08 -0.01 
Equal variances not assumed -2.55 0.01 -0.05 0.02 -0.08 -0.01 

P33 
Equal variances assumed 1.78 0.18 0.67 0.51 0.01 0.02 -0.02 0.04 
Equal variances not assumed 0.67 0.51 0.01 0.02 -0.02 0.04 

P34 
Equal variances assumed 15.05 0.00 -1.92 0.06 -0.02 0.01 -0.04 0.00 
Equal variances not assumed -1.92 0.06 -0.02 0.01 -0.04 0.00 

P35 
Equal variances assumed 0.00 1.00 0.00 1.00 0.00 0.01 -0.02 0.02 
Equal variances not assumed 0.00 1.00 0.00 0.01 -0.02 0.02 

P36 
Equal variances assumed 14.10 0.00 -1.88 0.06 -0.07 0.04 -0.14 0.00 
Equal variances not assumed -1.88 0.06 -0.07 0.04 -0.14 0.00 

 

From the above Table -4.42, it is evident that columns “Mean Diff” and “Std. Error 

Diff” of t-test shows very small values difference between means of P variables 

(Gender Grouping) but there are some variables P23, P25 thru P29, P31, P32, P34 and 

P36 having significant p values <0.05 and variances are equal.  
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Table – 4.43  Independent Samples Test (residence area type) 

Var. 
Variance 

Test 

Levene's Test
for Equality 
of Variances 

t-test for Equality of Means 

F 
p 

values
t 

p 
values 

Mean 
Diff. 

Std. Error 
Diff. 

95% CI of the 
Difference

Lower Upper 

P22 

Equal variances 
assumed 

30.23 0.00 -2.71 0.01 -0.05 0.02 -0.08 -0.01 

Equal variances not 
assumed   

-2.51 0.01 -0.05 0.02 -0.08 -0.01 

P23 

Equal variances 
assumed 

40.47 0.00 3.05 0.00 0.06 0.02 0.02 0.10 

Equal variances not 
assumed   

3.33 0.00 0.06 0.02 0.02 0.09 

P24 

Equal variances 
assumed 

60.27 0.00 -3.76 0.00 -0.07 0.02 -0.11 -0.03 

Equal variances not 
assumed   

-3.43 0.00 -0.07 0.02 -0.11 -0.03 

P25 

Equal variances 
assumed 

20.56 0.00 2.21 0.03 0.04 0.02 0.00 0.08 

Equal variances not 
assumed   

2.36 0.02 0.04 0.02 0.01 0.08 

P26 

Equal variances 
assumed 

0.23 0.63 0.24 0.81 0.00 0.00 -0.01 0.01 

Equal variances not 
assumed   

0.23 0.82 0.00 0.00 -0.01 0.01 

P27 

Equal variances 
assumed 

0.63 0.43 0.40 0.69 0.01 0.02 -0.03 0.05 

Equal variances not 
assumed   

0.39 0.70 0.01 0.02 -0.03 0.05 

P28 

Equal variances 
assumed 

0.01 0.91 0.06 0.95 0.00 0.02 -0.04 0.04 

Equal variances not 
assumed   

0.06 0.95 0.00 0.02 -0.04 0.04 

P29 

Equal variances 
assumed 

15.59 0.00 1.97 0.05 0.04 0.02 0.00 0.09 

Equal variances not 
assumed   

1.89 0.06 0.04 0.02 0.00 0.09 

P30 

Equal variances 
assumed 

4.63 0.03 1.29 0.20 0.05 0.04 -0.03 0.13 

Equal variances not 
assumed   

1.29 0.20 0.05 0.04 -0.03 0.13 

P31 

Equal variances 
assumed 

0.12 0.73 -0.17 0.86 0.00 0.02 -0.04 0.03 

Equal variances not 
assumed   

-0.17 0.86 0.00 0.02 -0.04 0.03 

P32 

Equal variances 
assumed 

43.20 0.00 -3.22 0.00 -0.06 0.02 -0.10 -0.02 

Equal variances not 
assumed   

-2.96 0.00 -0.06 0.02 -0.10 -0.02 

P33 

Equal variances 
assumed 

60.63 0.00 -3.75 0.00 -0.06 0.02 -0.09 -0.03 

Equal variances not 
assumed   

-3.34 0.00 -0.06 0.02 -0.09 -0.02 

P34 
Equal variances 
assumed 

1.16 0.28 -0.54 0.59 -0.01 0.01 -0.03 0.02 
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Equal variances not 
assumed   

-0.52 0.60 -0.01 0.01 -0.03 0.02 

P35 

Equal variances 
assumed 

12.24 0.00 -1.74 0.08 -0.02 0.01 -0.05 0.00 

Equal variances not 
assumed   

-1.62 0.11 -0.02 0.01 -0.05 0.00 

P36 

Equal variances 
assumed 

57.83 0.00 3.62 0.00 0.14 0.04 0.06 0.21 

Equal variances not 
assumed   

3.71 0.00 0.14 0.04 0.06 0.21 

 

From the above Table -4.43,  it is evident that columns “Mean Diff” and “Std. Error 

Diff” of t-test shows very small values difference between means of P variables 

(residence area type grouping) but there are some variables P22 thru P25, P29, P32, 

P33, P35 and P36 having significant p values <0.05 and variances are equal.  

 

From the Table -4.44 below it is evident that columns “Mean Diff” and “Std. Error 

Diff” of t-test shows very small values difference between means of P variables 

(Socioeconomic Status  grouping) but there are some variables P22 thru P24, P27 thru 

P31, P32, P35 and P36 having significant p values <0.05 and variances are equal.  
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Table – 4.44  Independent Samples Test (Socio Economic Status) 

Var. 
Variance 

Test 

Levene's Test 
for Equality 
of Variances

t-test for Equality of Means 

F 
p 

values 
t 

p 
values

Mean 
Diff. 

Std. Error 
Diff. 

95% CI of the 
Difference

Lower Upper

P22 

Equal variances 
assumed 

40.24 0.00 -3.12 0.00 -0.05 0.02 -0.09 -0.02 

Equal variances not 
assumed   

-2.77 0.01 -0.05 0.02 -0.09 -0.02 

P23 

Equal variances 
assumed 

10.35 0.00 1.58 0.11 0.03 0.02 -0.01 0.07 

Equal variances not 
assumed   

1.69 0.09 0.03 0.02 -0.01 0.07 

P24 

Equal variances 
assumed 

22.24 0.00 -2.35 0.02 -0.04 0.02 -0.08 -0.01 

Equal variances not 
assumed   

-2.16 0.03 -0.04 0.02 -0.09 0.00 

P25 

Equal variances 
assumed 

28.18 0.00 2.56 0.01 0.05 0.02 0.01 0.09 

Equal variances not 
assumed   

2.86 0.00 0.05 0.02 0.02 0.08 

P26 

Equal variances 
assumed 

0.46 0.50 0.34 0.73 0.00 0.00 -0.01 0.01 

Equal variances not 
assumed   

0.32 0.75 0.00 0.01 -0.01 0.01 

P27 

Equal variances 
assumed 

81.06 0.00 4.35 0.00 0.09 0.02 0.05 0.13 

Equal variances not 
assumed   

3.81 0.00 0.09 0.02 0.04 0.13 

P28 

Equal variances 
assumed 

96.80 0.00 4.71 0.00 0.09 0.02 0.06 0.13 

Equal variances not 
assumed   

4.08 0.00 0.09 0.02 0.05 0.14 

P29 

Equal variances 
assumed 

59.62 0.00 3.78 0.00 0.08 0.02 0.04 0.13 

Equal variances not 
assumed   

3.40 0.00 0.08 0.02 0.03 0.13 

P30 

Equal variances 
assumed 

8.37 0.00 4.40 0.00 0.18 0.04 0.10 0.26 

Equal variances not 
assumed   

4.37 0.00 0.18 0.04 0.10 0.26 

P31 

Equal variances 
assumed 

4.11 0.04 1.01 0.31 0.02 0.02 -0.02 0.05 

Equal variances not 
assumed   

0.97 0.33 0.02 0.02 -0.02 0.05 

P32 

Equal variances 
assumed 

0.30 0.58 -0.27 0.78 -0.01 0.02 -0.04 0.03 

Equal variances not 
assumed   

-0.27 0.79 -0.01 0.02 -0.04 0.03 

P33 

Equal variances 
assumed 

3.16 0.08 -0.89 0.37 -0.01 0.02 -0.04 0.02 

Equal variances not 
assumed   

-0.85 0.39 -0.01 0.02 -0.05 0.02 

P34 
Equal variances 
assumed 

2.34 0.13 -0.76 0.44 -0.01 0.01 -0.03 0.01 
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Equal variances not 
assumed   

-0.72 0.47 -0.01 0.01 -0.03 0.01 

P35 

Equal variances 
assumed 

16.63 0.00 -2.02 0.04 -0.03 0.01 -0.05 0.00 

Equal variances not 
assumed   

-1.81 0.07 -0.03 0.01 -0.05 0.00 

P36 

Equal variances 
assumed 

624.29 0.00 -29.31 0.00 -0.72 0.02 -0.77 -0.67 

Equal variances not 
assumed   

-24.11 0.00 -0.72 0.03 -0.78 -0.66 

 

 

4.6 Factor Analysis (P Variables) 

Like Q Variable’s factor analysis for our research hypothesis it is required to analyze 

factor analysis for fifteen P variables for all 600 participants (say cases). The principal 

component analysis can be conducted on all valid cases which are converted through 

codes (1 to 2).  The correlation matrix having 7 correlations other than self values are 

greater than 0.3, this required for PCA before calculating Factor Analysis.  

Table – 4.45 Correlation Matrix (15 variables) Cases = 600 
Var

. 
P22 P23 P24 P25 P26 P27 P28 P29 P30 P31 P32 P33 P34 P35 P36

P22 1.00 

P23 
-

0.02 
1.00

             

P24 0.86 
-

0.03
1.00 

            

P25 
-

0.02 
0.92

-
0.03 

1.00 
           

P26 0.01 0.01 0.01 0.01 1.00

P27 0.06 0.04 0.03 0.03 
-

0.02
1.00

         

P28 
-

0.01 
0.01 0.00 0.00 

-
0.02

0.66 1.00
        

P29 0.03 0.02 0.04 0.02 
-

0.02
0.60 0.73 1.00

       

P30 
-

0.03 
0.12

-
0.05 

0.15 0.06 0.28 0.29 0.31 1.00
      

P31 
-

0.04 
0.05

-
0.02 

0.02 
-

0.01
0.15 0.08 0.00 0.00 1.00

     

P32 0.16 0.00 0.20 0.01 0.01 0.03
-

0.03
-

0.02
0.05 0.01 1.00 

    

P33 0.22 
-

0.01
0.23 

-
0.01 

0.01 0.01
-

0.10
-

0.12
-

0.05
0.04 0.16 

1.0
0    

P34 0.10 
-

0.03
0.08 

-
0.03 

0.01
-

0.02
-

0.18
-

0.31
-

0.15
0.03

-
0.03 

0.3
3 

1.0
0   

P35 0.29 
-

0.04
0.25 0.01 0.01

-
0.01

0.04 0.04
-

0.02
-

0.02
-

0.04 
0.2
7 

0.1
5 

1.0
0  

P36 0.05 
-

0.02
0.00 

-
0.06 

-
0.03

-
0.19

-
0.24

-
0.22

-
0.18

-
0.03

-
0.01 

0.0
0 

0.0
3 

0.0
5 

1.0
0 
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The PCA / FA analysis performed in detail for P variable with more number of 

revisions reasons there was need to omit those P variables which were not satisfying 

the conditions required for PCA / FA i.e. the Communalities values of every P 

variables should be minimum 0.5 or more and they should be part of Rotated 

Component Matrix having value 0.5 or more and participate in one component only. 

The final value of Kaiser-Mayer-Olkin (KMO) measure of sampling adequacy (MSA) 

here is 0.59 shown in Table – 4.46: 

 

Table – 4.46 KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.59 

Bartlett's Test of Sphericity 

Approx.  
Chi-Square 

2997.28 

do 36 
Sig. 0.00 

 

The Bartlett's Test of Sphericity (Table – 4.47) gives correlated variables as diagonal 

elements which are not be 0 and more than or equal to 0.5. These tests provide a 

minimum standard before a factor analysis should be conducted. 

 

Table – 4.47 Anti-image Correlation (MSA) 
Variable  Correlation Variable  Correlation 

P22 0.52 P28 0.69 
P23 0.50 P29 0.70 
P24 0.52 P33 0.71 
P25 0.50 P34 0.56 
P27 0.74     
 

4.6.1 Factor Analysis outcome (P Variables) 

Principal component analysis requires that the probability associated with Bartlett's 

Test of Sphericity be less than the level of significance which is <0.05 and satisfies 

this requirement. The next step was to determine the number of factors that should be 

included in the factor solution. There were 4 Eigen values which represents a 

partitioning of the total variation accounted for each principal component) greater 

than 1.0 in Table –4.48. The latent root criterion for number of factors to derive would 

indicate that there were 4 components to be extracted for these variables. 
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Table – 4.48 Total Variance Explained 

Componen
t 

Initial Eigen values 
Extraction Sums of 
Squared Loadings 

Rotation Sums of 
Squared Loadings

Total % of Var. Come. % Total % of Var. Come. % Total 
% of 
Var. 

Come
. % 

1 2.43 26.99 26.99 2.43 26.99 26.99 2.33 
25.9

2 
25.92

2 2.04 22.67 49.66 2.04 22.67 49.66 1.92 
21.3

8 
47.30

3 1.90 21.11 70.77 1.90 21.11 70.77 1.88 
20.9

2 
68.22

4 1.16 12.86 83.63 1.16 12.86 83.63 1.39 
15.4

1 
83.63

5 0.66 7.36 90.99             
6 0.35 3.88 94.87             
7 0.25 2.79 97.66             
8 0.13 1.48 99.15             
9 0.08 0.85 100.00             

Extraction Method: Principal Component Analysis. 
 

The cumulative proportion of variance criteria would require 4 components to satisfy 

the criterion of explaining 84% or more of the total variance. A 5 components 

solution would explain 90% of the total variance. Since the SPSS calculates by default 

to extract the number of components indicated by the latent root criterion, the initial 

factor solution was based on the extraction of 4 components. 

 

The Screed Plot (Figure – 4) is a useful visual aid for determining an appropriate 

number of principal components and later factors. The screed plot graphs the Eigen 

values against the component number / factor number. The "elbow" in the screed plot 

gives the component numbers / factors were taken to be the point at which the 

remaining Eigen values were relatively small and all about the same size.  

 

PCA works on the initial assumption that all variance is common; therefore, before 

extraction the communalities were all 1. The communalities in the column labeled 

Extraction reflect the common variance in the data structure. So, that in the Table – 

4.49 below, it can be said that 92% of the variance associated with question 1 was 

common, or shared, variance. Another way to look at these communalities is in terms 

of the proportion of variance explained by the underlying factors. Communalities 

represent the proportion of the variance in the original variables that was accounted 

for by the factor solution. The factor solution should explain at least half of each 
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original variable's variance, so the communality value for each variable should be 

0.50 or higher. 

 

Table – 4.49 Communalities 
Variable  Initial Extraction 

P22 1.00 0.92 
P23 1.00 0.96 
P24 1.00 0.93 
P25 1.00 0.96 
P27 1.00 0.77 
P28 1.00 0.82 
P29 1.00 0.81 
P33 1.00 0.62 
P34 1.00 0.72 

Extraction Method: Principal Component Analysis. 
 

Since the survey of P variables was earlier classified in four factors given with 

percentage values as tabulated in Table –4.50 with the factor analysis the 

commonality for all these extracted P variables is greater than 0.5 with last iteration 

and the cumulative proportion of variance criteria would require 4 components to 

satisfy the criterion of explaining 84% or more of the total variance.  The analysis had 
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more than one variable i.e. all nine variables loading on each of them is tabulated in 

4.50 (with factor names) as follows: 

 

Table – 4.50  Rotated Component Matrix (P Variables) 

Var. 
Component 

Names 

Earlier 
Responses 

Component Factor
Names

Yes% No% 1 2 3 4 
P27 Quality of Life 93.67 6.33 0.87 0.03 0.01 0.13 

F1 P28 
Access to 
Information 

93.67 6.33 0.90 -0.01 -0.02 -0.10 

P29 Quality of Life 92.50 7.50 0.86 0.00 0.06 -0.24 
P23 Social Affiliation 5.83 94.17 0.01 0.98 -0.01 -0.01 

F2 
P25 Social Affiliation 5.67 94.33 0.01 0.98 -0.01 -0.01 
P22 Social Affiliation 5.83 94.17 0.02 -0.01 0.96 0.10 

F3 
P24 Social Affiliation 5.50 94.50 0.02 -0.02 0.96 0.09 
P33 Drawing Benefits 3.50 96.50 0.00 0.01 0.21 0.76 

F4 
P34 Drawing Benefits 1.67 98.33 -0.14 -0.03 -0.03 0.84 
Extraction Method: Principal Component Analysis.  
 Rotation Method: Varian with Kaiser Normalization. 
 

The component 1 includes the variables namely P27 (Quality of Life), P28 (Access to 

Information) and P29 (Qualify of Life) here grouped as factor F1. Similarly 

component 2 includes variables namely P23 (Social Affiliation - political) and P25 

(Social Affiliation - political) and grouped as factor F2, while the component 3 

includes the variables namely P22 (Social Affiliation - socially) and P24 (Social 

Affiliation - socially) and grouped as factor F3 and last component 4 includes the 

variables namely P33 (Drawing Benefits – health) and P34 (Drawing Benefits – 

employment) which are grouped as factor F4 respectively.  

 

These grouped factors states that in drawing benefits from the government or society 

to enjoy the quality of life one should well informed and should be affiliated with 

political and social organizations. 

 

4.7 Relationship Analysis (Factors of Q variables and P Variables) 

We have analyzed two different groups of survey and received final factors economic 

impact and social impact this brings to test following hypothesis. 
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H.5o =  There shall be no correlation between factors of economic impact and 

factors of socio benefits responsible to participants.  

H.5a =  There shall be correlation between factors of economic impact and 

factors of socio benefits responsible to participants. 

 

4.7.1 Relationship (correlation Coefficients Spearman's rho) 

Relationship drawn after factor analysis performed for both namely (from section 

4.4.4 above) three factors for Q variables (all 9 variables are included) and (from 

section 4.6.1) four factors for P variables (only 9 variables are selected by the 

system). At this moment it is assumed that to correlate all factors of Q variables with 

all factors of P variables (i.e. to test relationship between variables). This could be 

tested by using bivariate correlation coefficient.  
 

 Correlation is a bivariate analysis that measures the strengths of association 

between two variables. In statistics, the value of the correlation coefficient 

varies between +1 and -1. When the value of the correlation coefficient lies 

around ± 1, then it is said to be a perfect degree of association between the two 

variables. As the correlation coefficient value goes towards 0, the relationship 

between the two variables will be weaker. There are different methods for 

calculating correlation. 

 Pearson r correlation: Pearson r correlation is widely used in statistics to 

measure the degree of the relationship between linear related variables e.g. in 

the stock market, if we want to measure how two commodities were related to 

each other, Pearson r correlation is used to measure the degree of relationship 

between the two commodities. For the Pearson r correlation, both variables 

should be normally distributed and should include linearity and 

homoscedasticity 

 Spearman rank correlation: Spearman rank correlation is a non-parametric 

test that is used to measure the degree of association between two variables. It 

is developed by Spearman, thus it is called the Spearman rank correlation. 

Spearman rank correlation test does not make any assumptions about the 

distribution of the data and is the appropriate correlation analysis when the 

variables are measured on a scale that is at least ordinal. 
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The relationship between variables obtained from both the factors (P and Q) 

respectively assuming both factors are independent but this assumption as a practical 

approach is also vague due to following reasons : 

1.  Not a single organization (either cooperate or credit societies) is possible to 

perform without government and political intervention. 

2. Not a single person (especially weak socio economic status) without financial 

help from external agencies.  

 

This research study is solely based on replies of participants and their perception for 

micro finance intervene (more in rural areas) and hence possibly their replies may not 

be their own independently.  The relationships between factors were tested as per 

hypothesis designed. 

 

Table – 4.51 Relationships between different factors (Spearman’s rho) 

Q 
Factors 

Variable
s 

P Factors 
P_F1 P_F2 P_F3 P_F4 

P27 P28 P29 P23 P25 P22 P24 P33 P34 

Q_F1 

Q13 0.14 0.17 0.15 0.02 0.01
-

0.14 
-

0.12 
-

0.11 
-

0.13 

Q14 0.06 0.08 0.05 
-

0.01 
-

0.02
-

0.12 
-

0.17 
-

0.06 
-

0.09 

Q15 0.02 0.00 
-

0.03 
-

0.01 
-

0.01
-

0.16 
-

0.14 
-

0.06 
-

0.05 

Q16 0.01 
-

0.02 
-

0.01 
-

0.01 
-

0.01
-

0.14 
-

0.14 
-

0.08 
-

0.05 

Q17 0.02 
-

0.02 
-

0.04 
-

0.01 
-

0.02
-

0.11 
-

0.11 
-

0.02 
-

0.01 

Q_F2 
Q18 

-
0.06 

-
0.04 

-
0.09 

-
0.03 

-
0.06

-
0.07 

-
0.10 

0.04 0.14 

Q20 
-

0.05 
-

0.07 
-

0.07 
-

0.01 
-

0.04
-

0.03 
-

0.05 
0.06 0.00 

Q_F3 
Q19 

-
0.07 

-
0.12 

-
0.12 

-
0.01 

-
0.04

-
0.01 

-
0.02 

0.04 0.06 

Q21 
-

0.02 
-

0.12 
-

0.04 
-

0.03 
-

0.06
-

0.04 
-

0.05 
-

0.01 
0.01 

Significant relation at p<0.05 (Bold Characters) 
 

Significant relationship between the factors obtained for Q variables and P variables 

as tabulated above in Table – 4.51  shows some impact on women empowerment and 

upliftment due to support from micro financing facilities and government schemes. 

The negative or positive values shows some reverse impact as the case may be e.g. 



Chapter-4 Analysis and Interpretation 

176 

participant belongs to joint family in urban areas and farmer (male) may not be much 

benefited but if participant is an illiterate woman living in nuclear family getting 

financial benefit for her health or education or house construction.  Hence we may 

reject partially the null hypothesis (H5o) and hence H5a is partially accepted. To 

support the survey as whole instant questions were asked and filled by every 

participant and analyzed without any statistical realization but as tabulated below in 

Table – 4.52 to reflect the impact of Credit Societies in their place. 

 

Table – 4.52 Impact due to Credit Society responses from participant (in %) 

Sr. 
No. 

Particulars 

Including Non 
Borrowers  

(CASES = 600) 

Borrowers only 
(Cases = 400) 

YES NO NR YES NO NR 

1 Increased permanent source of income 51.3 17.2 31.5 76.8 23.8 0.0 

2 Increased risk bearing capacity 61.8 6.8 31.5 90.3 9.8 0.0 

3 
Decreased dependence on costly borrowing alternative 
channel 

63.5 5.0 31.5 93.3 6.8 0.0 

4 Changed your habitant facilities 46.3 22.2 31.5 69.0 31.0 0.0 

NR means no replay i.e Cases = 200 non borrowers. 

 

The result is encouraging and reflecting the necessity of financial institute nearby the 

vicinity of the participants (more in rural areas). 

 

The analysis has partially rejected primary null hypothesis on predefined socio-

economic parameters and hence alternative primary hypothesis is partially accepted. 

 
4.8. Secondary Objectives’ outcome: The outcome of exploratory research insight 

on secondary objectives emanated from interview of surveyed respondents and 

officials/staff of the credit societies is brought out below. 

4.8.1: To study the micro financing practices of credit societies in selected areas of 

districts of Gujarat State. 

The innovative practices followed by credit societies in surveyed areas of four 

districts of Gujarat are brought out below: 

1. Unlike commercial Banks, Credit Societies serve their members/beneficiaries 

at their door step. The members/beneficiaries of credit societies appreciated 

practice of collecting micro savings and instalments of micro credit at their 

door step as it helps them to save their productive time from visit to credit 
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society’s offices for this purposes. For micro credit/loans, the 

members/beneficiaries are required to visit offices of credit societies to furnish 

KYC documents such as identity proof, address proof and similar documents 

for their guarantors. 

2. The loan processing time is kept minimum. Credit Societies generally look at 

regularity of savings in the members/beneficiaries accounts before granting 

them credit for variety of purposes such as housing, small businesses, seasonal 

food requirements, education of children, medical expenses and for unforeseen 

contingencies.  

3. After taking stock of previous loan’s track record, societies gradually increase 

their credit entitlements. 

4. The credit reports given by field staff deputed in areas play crucial role at the 

time of sanctioning of credit or loans to members/beneficiaries. 

5. Technology up gradation is carried out by credit societies to intimate 

members/beneficiaries about their loan disbursement, due date of instalments 

through SMS facilities. Tracking of members/beneficiaries accounts has 

become easier.  

6. At few places, integrated approach is adopted by credit societies to empower 

members/beneficiaries with government schemes such as micro pension plans 

designed for their benefit with nominal service charges to provide such 

services. 

7. The interest rate charges for micro loans are much less compared to interest 

rates charged by private operators in these areas. Interest rate charged by 

credit societies ranges from 12% to 18% per annum on reducing balance 

method. Agricultural credit societies lend for certain purposes to farmers as 

low as 7% on reducing balance method. 

8. Interview with members/beneficiaries reveal absence of coercive recovery 

practices for recovery. Based on field staff report, instalments are restructured 

with nominal charges for loan default. 
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4.8.2: To identify the factors behind the success of micro financing intervention of 

credit societies in selected areas of districts of Gujarat State. 

1. The outreach of banking facilities for poor people has been herculean task for 

banks as India’s 68% population leave in rural and semi urban areas where 

banks find difficulty to put up branches for economic consideration.  

Government policy initiatives- Prime Minister Jan Dhan Yoga has brought 

large number of unbanked people within banking stream. The thrust on digital 

India is also making headway. Still lot of ground needs to be covered to make 

financial inclusion strategy a success. Credit Societies helped poor people in 

rural areas and particularly women to participate in development process by 

offering services at reasonable cost and in proximity to their place of 

work/residence. This catalyst role is appreciated by State Governments in 

India, particularly in State of Maharashtra and Gujarat where credit societies 

for different economic activities helped in accelerating growth in these states. 

2. The use of local language in transactions by credit societies helped rural 

population to feel at ease in their dealings. 

3. The help extended by field staff/office staff at the time of documentation find 

favours of uneducated or under educated people in the rural areas. 

4. Societal/ Community service approach is yet another factor behind success of 

micro financing interventions of credit societies. 

 

4.8.3: To explore the difficulties faced by credit societies and individual beneficiaries 

in these selected areas of districts of Gujarat State. 

1. Credit societies are engaged in group lending and individual lending activities 

also. Few respondents have shown preference for group lending. In their 

considered view, they do not want to share burden of other 

members/beneficiaries loan default. 

2. Credit Societies find it difficult to check end use of funds. At some places all 

family members availed micro loans for variety of purposes at different points 

of time. Generally loan so taken is to pay off earlier loans by other family 

members. 

3. Credit Societies in the absence of collateral for micro loans prefer repeat 

clients as compared to new clients. New clients are generally offered 

minimum credit at the beginning and looking to size of investment required 
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for small businesses, the loan sectioned/disbursed is quite low requiring them 

draw support from either family/money lenders. Field visit by officials to 

assess needs of such new clients will mitigate such problem. 

4. The funds sources of credit societies are limited. The sources of funds are 

from share capital, micro savings of members and government grants/loans. 

The outreach to members is restricted for these reasons. 

5. Technology, Infrastructure support is found inadequate at few places. 

6. Credit Societies limited resources as compared to Government and Corporate 

Sector find it difficult to retain qualified, trained and experienced staff for 

longer duration resulting in to deficiency in services at times. 

 

4.8.4: To develop models of microfinance for the selected areas of districts of Gujarat 

State for the credit societies that can lead to improvement of the economic conditions 

of the people in these areas on sustainable basis. 

The model for surveyed respondents is cooperative cum individual model. Few 

variants of this model were found. Cooperative societies in very small rural places 

have engaged their own field staff to collect daily savings and loan instalments from 

members/beneficiaries. This practice has its own merits in terms of quick rotation of 

funds resulting into improved ratio of net income received to net income paid. 

Standard forms/cards are designed to keep record of daily receipts and copy of these 

cards made available to members/beneficiaries also to help them to reconcile their 

accounts by visit to credit societies’ offices.  For small credit societies in rural areas 

with less population, this model is very effective.  

 

Few credit societies having their offices in urban areas but location of 

members/beneficiaries in semi rural or rural areas keep field staff to supervise agents 

deputed in each area on either weekly/fortnightly/monthly basis depending upon 

spread of operations in these areas. Standard forms/ cards are designed for record of 

the society and beneficiaries/members for reconciliation of their accounts. The agents 

are socially influential people in these areas generally women who take follow up 

with members/beneficiaries in these areas for recovery of periodical savings/loan 

instalments and deposit it with field staff of the society. The agents get commission 

linked with their recovery performance and play crucial role in enhancing outreach of 

services of credit societies. Training of field staff and agents is conducted at regular 
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intervals. For Credit Societies operating in Urban Areas but having operations in 

semi-urban/rural areas, this model cost effective.  

 

The Agricultural Credit societies are not allowed to take deposits but they disburse 

loans to farmers from funds allocated to them from respective District Co-operative 

Banks as per government guidelines. 
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Chapter-5 

Discussion and Conclusion 

 

The present thesis is based on study conducted in four different districts (rural and 

urban) of Gujarat state in contemporary society under the influence of microfinance 

and credit cooperative societies.  The study is for socio-economic impact because of 

their presence and intervenes with people in rural areas. 

 

Variables of this study include gender (male, female), family type (nuclear, joint), 

area of residence (rural, urban) and socio-economic status (poverty line – APL or 

BPL) of the family. On the basis of an in-depth and comprehensive literature review 

on impact of credit societies, micro financing, family structure and socio-economic 

status and target study group of participants from four different districts, objectives 

and hypotheses were formulated and tested. A tool format (survey form) was designed 

for survey to collect primary data. Data were entered through MS Excel 2007 

software and statistical software package SPSS-20 version was used for data analysis 

and interpretation.  Mann Whitney U test, Levene’s test for equality of variance and 

Spearman’s coefficient of correlation tests were conducted to get the results. 

 

Based on examination of the literature, it is evident that many factors are associated 

with the development of socio-economic impact on society and drawing the benefits 

from micro finance activities.  Extensive research has outlined the different outcomes 

as well as the different domains that are more influential in the development of 

women and society. There are also different set of questionnaires available for 

researchers and professionals to use to assess the socio-economic impact. 

 

The literature review has given many avenues to identify the implications. First it will 

serve as useful resource for policy makers, financial institutions and credit 

cooperative societies to identify what factors contribute in development and 

enhancement of quality of life of people belonging from Lower to Upper Lower 

(Kuppuswamy Scales’ concept). Second, the factors those may contribute in 

development of people and their surroundings by microfinance or credit societies 

needed to understand 
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5.1 Data Domain 

With reference to Objectives and defined Hypotheses, data was collected through 

survey for 600 participants (male and female) of four different districts of Gujarat 

state (developed and underdeveloped) having different villages (categorized as rural 

and urban) coming from different families (join or nuclear) and different socio-

economic status (APL or BPL). 

 

The survey questionnaires form was self designed, before use stress test was taken for 

100 participants to modify questions which could possibly unable to reply or reframed 

the questions. The main analysis questions were developed in Likert Scale’s 

nonparametric data. 

 

All qualitative data was converted into quantitative data using different codes decided. 

The frequencies, average and % of data of those variables and other analysis 

conducted accordingly. This study is based on convenience sampling and more on the 

spot collecting the questioners where as average age of all 600 participants (both male 

and female) is 39.2 years. The average age of group-1 (<37 years) nearly 300 

participants is 32 years while the age of group-2 (>36 years) of rest 300 participants is 

46 years. Most of the participants having better socio economic status i.e. as per 

Kuppuswamy Scale measure nearly 26% participants are from Upper Lower and 63% 

participants are from Upper Middle group. Alongside the primary distribution of 

respondents according to gender, family type, socio economic status and residence 

area type data was received on additional variables used for further study and 

research. 

 

5.2 Data Analysis 

To test the hypothesis as described in H1o (including H2o thru H4o sub hypotheses 

supporting this) for data from the survey form various statistical tests were performed 

before to accept or reject the hypothesis as the case may be. The data obtained in 

Likert scale and ordinal form so non-parametric test such as Mann Whitney U test, 

Leven’s Test were conducted. 
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5.2.1 Top Box Analysis of Rating Scale Data 

Every question (in case of Q variables) which was ticked by participants was 

tabulated and every frequency count is in the form of Likert scale items 1 and 2 

(Strongly Disagree, Disagree) and 4 and 5 (Agree and Strongly Agree) and calculated 

% analysis as %L, %A and %H respectively. 

 

Rating scales are used widely. In absence of any benchmark or historical data top-box 

(TB) and top-two-box (TTB) scores are calculated. The idea behind this practice is 

that only those who are expressing a strong attitude with a statement are considered. 

The median value of response to every question is a measure of central tendency. The 

overall number of responses for questions is ‘Agree’ nearly 40% responses on Likert 

Scale while Strongly Agree is 23% and Strongly Disagree is 5% responded 

respectively and overall Net Top Box is 18%. Similarly the NTB was calculated also 

for different groups e.g. gender (male 20% and female 15 %), family type (joint 21% 

and nuclear 16%), residence area (urban 25% and rural 15%) and socio economic 

status (APL 18% and BPL 17%). 

 

In case of the impact of Government policies and regulation (used as P variables) has 

more numbers of negative responses (i.e. 60%) because data are in binary format and 

only proportions values are able to calculate.  

 

5.2.2 Test for Data Reliability (Cronbach’s alpha test) 

The Cronbach’s Alpha for data of Q variables of survey is 0.836 which is an excellent 

and most reliable to internal items consistency. This shows that the replies are 

standard and reliable from the respondents.  

 

5.2.3 Test for Normality 

Data are not normal and hence non-parametric tests have to been used. 

 

5.2.4 Hypothesis testing – Mann-Whitney U test 

Q variables  

To test the formulated hypothesis possible multiple combinations with gender, family 

type and socio-economic status different tests were conducted (H1o, H2o, H3o, H4o 
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and H5o). To analyze primary hypothesis we tested sub hypothesis H1o, H2o, H3o, 

H4o and H5orespectively. 

 

H.1o =  Microfinance intervention of credit societies have not made economic 

improvement in living standards of individual beneficiaries in the 

selected areas of districts of Gujarat State. 

H.2o =  Microfinance intervention of credit societies makes no difference to 

family type of the participants. 

H.3o =  Microfinance intervention of credit societies makes no difference to 

gender of the participants. 

H.4o =  Microfinance intervention of credit societies makes no difference to 

residential facility of the participants. 

H.5O =            There shall be no correlation between factors of economic impact and 

factors Of social benefits responsible to participants. 

 

In the study, the Mann-Whitney U test for socio-economic status, family type and 

social competence showed partial rejection of hypothesis. At p<.05 in the Mann-

Whitney U test showed statistically significant for the variables (as defined above in 

4.3). 

 

For family type grouping (variables Q13 thru Q21) none of the variables having p 

<0.05 and hence H2o is rejected. The mean rank for women empowerment variable 

Q19 shows higher values. 

 

For gender grouping (variables Q13 thru Q21) the variables Q13 thru Q15, Q18 and 

Q19 having p <0.05 and hence H3o is partially accepted. The mean rank for variable 

Q13 employment opportunity for male shows higher values. 

 

For residence area grouping (variables Q13 thru Q21) the variables Q13 thru Q18 and 

Q21 having p <0.05 and hence H4o is partially accepted. The mean rank for variable 

Q16 is related to question for quality of life in urban area shows higher values. 
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For socio economic status grouping (variables Q13 thru Q21) only the variables Q17 

having p <0.05 and hence null hypothesis is partially accepted. The mean rank for 

variable Q17 is related to economic condition shows higher values. 

 

P Variables 

The survey instrument having different parts having questions named as P Variables 

viz. P22 thru P36 (2-point scale) for instant yes or no i.e. binary replies in nature and 

hence equal values of percentages could possible. This requires testing a single 

population proportion p equals to some value p0 i.e. Ho: p1 = p2 where p1 and p2 are 

population proportion belongs to every individual group such as gender (male v/s 

female), residence area (rural v/s urban) etc. This also involves testing of two tailed 

alternate hypothesis as Ha: p1≠ p2 i.e. to test the equality of two proportions against 

the alternative that they are not equal.   

 

The Mann-Whitney test for P variables leads to the conclusion that the difference 

between medians for family type (joint v/s nuclear) was not statistically significant 

and hence the null hypothesis is rejected. The variables P22 and P24 are affiliated to 

social organization where participants are less interactive and similarly variables P32, 

P33 and P35 are concerned with government schemes which normally Nuclear 

families are drawing benefits. 

 

In case of gender grouping (male v/s female)P27 thru p29 and P32 are statistically 

significant results hence the null hypothesis is accepted but the mean ranks values  of 

the variable P29 shows that the rank values for male is higher than female. 

 

In case of residence area grouping (urban v/s rural)P22 thru P25, P29, P32, P33 and 

P36 gives statistically significant results but the mean ranks values of the variable P36 

shows that the rank values for urban is higher than rural. 

 

In case of socio economic status (BPL v/s APL) P22 thru P25, P32, P33 and P36 

gives statistically significant results. The mean ranks value of the variable P36 shows 

that the rank values for APL is higher than BPL. 
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5.2.5 Levene’s test for equality of variances 

Q Variables  

Levene’s Test for equality of variance at p<.05 for the variables again tested for all 

four groups. The assumed hypotheses required for testing of homogeneity of 

variances between data and their groups. Once data are tested through the 

Mann‐Whitney U-test; the next step for data is to compare difference between two 

independent groups (e.g. family type) using SPSS software; this could possible 

through Leven’s Test for equality of variance performed on Q variables (9 variables) 

for different  groups separately assuming variances are equal. 

 

P Variables  

To test the hypotheses, the data for P variables analyzed as per different groups 

defined earlier. The Mann-Whitney test gives some interpretation of these variables 

which lead us to conclude that the difference between medians was statistically 

significant. The confirming these conclusions and results the Levene’s test is required. 

In this test the values of standard deviation of P variables in all groups is varying from 

0.05 to 0.50 which shows that replies of are concentrating (in different groups) 

towards either 1 or 2. 

 

5.2.6 Factor Analysis 

The factor analysis for both the variable Q variables and P variables was essential to 

relate the following objective and later to confirm the hypothesis (H5o) in relating the 

factors of both the variables.  

 

Q Variables  

After observing these results of Mann Whitney U test and Levene’s Test it was felt 

that there are certain numbers of variables having common phenomenon (called 

factor) and hence some more new objectives were added to analyze data through 

principal component analysis. The factor analysis revealed that out of 9 variables all 

the variables are part of 3 factors.  The first two factors together represent 61% of the 

variability while all three factors explain 73% of the variability. 
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P Variables  

This analysis conducted to find out most common variables which are contributing the 

variability and affecting the overall decisions. The variables obtained from this 

analysis are being used for Relation Analysis with variables obtained by factor 

analysis of P variables. 4 components describe these data variables perfectly and first 

two factors together represent 50% of the variability while all four factors explain 

84% of the variability. 

 

5.3 Correlations between variables of factors (P & Q) 

 

The relations were described with combinations between Q variables and P variables 

derived from their factors respectively. There were 81 combinations results to test the 

hypothesis (H5o) with Spearman Correlation Coefficient (two tailed at .05 levels).In 

summary, the correlation analysis showed that there was correlation between 

variables of Q variables with P variables and hence the null hypothesis which was 

framed that there is no correlation between factors behind the success of micro 

financing intervention of credit societies in districts of Gujarat state. 

 
5.4  Conclusion 

The present thesis is based on study conducted on impact of micro financing activities 

through credit societies in different districts of Gujarat state.  These districts were 

selected in the contemporary society under influence of family structure, residence 

area, and socio economic status. Different variables for measuring socio economic 

benefits drawn from help and support provided credit societies were taken under 

study. Variables of family structure selected in the present study included gender, 

family type (nuclear, joint) and socio-economic status (APL, BPL) of the family and 

residence area (urban, rural). 

 

Objectives related to the influence of gender, family structure, and residence area with 

socio economic status were framed and null hypothesis regarding these objectives that 

there shall be no influence of all these group parameters and there shall be no relation 

between them were formulated and tested. 
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Three standard scales viz. socio-economic status, family type, residence area etc. were 

employed to generate primary data. Statistical software packageSPSS-20 version was 

used for data analysis and interpretation. 

 

Mann-Whitney U Test (equivalent to t test) and Levene’s Test (equivalent to 

ANOVA) were conducted because data was in Likert scale and ordinal form. Results 

were obtained for Mann Whitney U test and Levene’s Test for variables of data with 

different combinations of gender, family type and socioeconomic status using SPSS-

20 software and it was observed that the null hypotheses are partly accepted and 

partly rejected because for some variables or aspects with influence of gender, family 

type, and socio-economic status was statistically significant and for other variables, 

the difference was not significant. 

 

There were 81 combination results to test the hypothesis using Spearman Correlation 

Coefficient (at .05 levels). The relations were described with combinations of gender 

(boys, girls), family type (joint, nuclear) and socioeconomic status (APL, BPL) 

respectively. 

 

After observing these results it was felt that there are certain numbers of variables 

having common phenomenon (called factor) and hence we added some more new 

objectives to analyze data through principal component analysis. The factor analysis 

revealed that out of different factors of Q Variables 3 components and from P 

variables 4 components showed that there was correlation between variables and 

hence the null hypothesis framed that there is no correlation between variables was 

rejected. 

 

In the present study, based on scientific methodological framework, well formulated 

null hypotheses and statistically analyzed correlation among variables. The thesis 

placed is that there is a correlation between P variables and Q variables.  

 

Thus, according to the results of testing of hypotheses as mentioned above and 

statistical analysis substantiated for objectives of the present research study it can be 

placed that there is a correlation these variables however these correlations can be 
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correlated with gender, family type and socio-economic status and there are varying 

differences with regard to gender category, family type etc. 

    

5.5  Limitations 

Some of the limitations of the study are: 

 Internal and Structural weakness at basic level of credit co-operative societies. 

 Much dependence on governmental policies and financial assistance. 

 Restrictive provisions of cooperative law and Political Interferences. 

 Lack of professional management and lack of adequate infrastructure such as 

usage of IT infrastructure and communication facilities.  

 Cooperatives still follow the traditional management techniques. 

 Lack of proper policy support resulting performance in mismanagement, 

inefficiency, and corruption. 

 The performance of cooperatives is not satisfactory. In spite of huge 

government grants cooperatives are nonperforming financially well. 

 People are not well aware about the objectives of the movement (lack of good 

leadership). 

 The cooperative movement has also suffered due to limitations on its working, 

sizes of these societies are very small and most of societies have been single 

purpose societies. 

 The cooperative movement has suffered from inadequacy of trained personnel. 
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5.6  Suggestions  

On the basis of the findings of the study, the following recommendations were 

made: 

 The policies of the credit societies (co-operative credit societies) should be 

maintained with increased capacity on lending powers to make available finances 

for the success of entrepreneurship development. 

 The credit societies should enhance its campaign programmes to encourage more 

participation from individuals, Government and other foreign bodies. 

 Stereotype on women and stigmatization should be discouraged to allow more of 

women entrepreneurship participation. 

 Poverty reduction can effectively be achieved in rural household provided women 

are given the opportunity to obtain credit facilities and be self reliance. 

 High level of investment in the microfinance banking system should be 

encouraged with a view to effectively realize the spread and establishment of 

microfinance banks. 

 

5.7  Scope for Future Research 

Research gaps identified in the course of study opens up avenue for future research as 

brought out below: 

This center centric and structured specific study can be extended to other districts of 

Gujarat and also in different states of India. The appropriate modification in 

structured questionnaires can be made for MFIs other than credit societies to evaluate 

their socio-economic contribution. Even parameter-wise stand alone studies can be 

carried out for impact assessment taking other parameters as constant. 
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Appendix – A 

Forbes’ List of Top 50 MFIs in 2007 (1) 

Rank Name Country Scale Efficiency Risk Returns

1 ASA Bangladesh 14 83 56 40 

2 Bandhan (Society and NBFC) India 108 49 42 1 
3 Banco do Nordeste Brazil 46 27 213 25 

4 
Fundación Mundial de la Mujer 
Bucaramanga 

Colombia 58 72 193 1 

5 FONDEP Micro-Crédit Morocco 119 26 196 1 

6 
Amhara Credit and Savings 
Institution 

Ethiopia 56 126 118 42 

7 
Banco Compartamos, S.A., 
Institución de Banca Múltiple 

Mexico 15 24 295 11 

8 
Association Al Amana for the 
Promotion of Micro-Enterprises 
Morocco 

Morocco 17 212 133 1 

9 Fundación Mundo Mujer Popayán Colombia 53 181 141 1 

10 Fundación WWB Colombia – Cali Colombia 27 206 155 4 

11 
Consumer Credit Union ‘Economic 
Partnership’ 

Russia 82 300 19 1 

12 
Fondation Banque Populaire pour le 
Micro-Credit 

Morocco 59 126 219 1 

13 Microcredit Foundation of India India 75 142 7 185 

14 EKI 
Bosnia and 
Herzegovina

66 102 242 1 

15 Saadhana Microfin Society India 263 79 73 1 

16 Jagorani Chakra Foundation Bangladesh 136 176 128 1 
17 Grameen Bank Bangladesh 8 280 100 62 

18 Partner 
Bosnia and 
Herzegovina

64 169 230 1 

19 Grameen Koota India 209 106 156 1 

20 
Caja Municipal de Ahorro y Crédito 
de Cusco 

Peru 48 99 222 119 

21 
Bangladesh Rural Advancement 
Committee 

Bangladesh 10 159 126 205 

22 Agro Invest Serbia 84 195 222 1 

23 
Caja Municipal de Ahorro y Crédito 
de Trujillo 

Peru 20 163 220 101 

23 
Sharada’s Women’s Association for 
Weaker Section 

India 229 207 55 13 

24 MIKROFIN Banja Luka 
Bosnia and 
Herzegovina

60 240 205 1 

25 
Khan Bank (Agricultural Bank of 
Mongolia LLP) 

Mongolia 19 149 280 59 
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Forbes’ List of Top 50 MFIs in 2007 (2) 

Rank Name Country Scale Efficiency Risk Returns
26 NECO BankI Armenia 96 173 202 39 
27 Fondation Zakoura Morocco 51 268 194 1 
28 Dakahlya Businessmen’s 

Association for Community 
Development 

Egypt 
200 215 102 1 

29 Asmitha Microfin Ltd. India 80 254 73 111 
30 Credi Fe Desarrollo 

Microempresarial S.A. 
Ecuador 

28 252 206 34 

31 Dedebit Credit and Savings 
Institution 

Ethiopia 
50 246 80 154 

32 MI-BOSPO Tuzla Bosnia and 
Herzegovina 

128 120 283 1 

33 Fundacion Para La Promocion y 
el Desarrollo 

Nicaragua 
173 89 171 100 

34 Kashf Foundation Pakistan 123 194 219 1 
35 Shakti Foundation for 

Disadvantaged Women 
Bangladesh 

170 221 151 1 

36 enda inter-arabe Tunisia 198 90 257 1 
37 Kazakhstan Loan Fund Kazakhstan 120 118 320 1 
38 Integrated Development 

Foundation 
Bangladesh 

300 134 140 1 

39 Microcredit Organization Sunrise Bosnia and 
Herzegovina 

114 103 341 17 

40 FINCA – ECU Ecuador 125 138 264 54 
41 Caja Municipal de Ahorro y 

Crédito de Arequipa 
Peru 

23 126 220 215 

42 Crédito con Education Rural Bolivia 135 152 298 1 
43 BESA Fund Albania 109 135 345 1 
44 SKS Microfinance Private 

Limited 
India 

61 395 141 1 

45 Development and Employment 
Fund 

Jordan 
83 388 135 1 

46 Programas para la Mujer – Peru Peru 292 82 242 1 
47 Kreditimi Rural i Kosoves LLC 

(formerly Rural Finance Project 
of Kosovo) 

Kosovo 
213 158 247 1 

48 BURO, formerly BURO Tangail Bangladesh 137 207 186 91 
49 Opportunity Bank A.D. 

Podgorica 
Serbia 

49 234 319 23 

50 Sanasa Development Bank Sri Lanka 86 206 93 241 

 

Source: http://www.forbes.com/2007/12/20/microfinance-philanthropy-credit-biz-
cz_ms_1220microfinance_table.html.  Accessed on 05-09-2016. 
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Appendix – B 

 

Other Emerging New MFI’s in India 

Sr. 
No. 

Description 

1 Adhikar Microfinance Pvt Ltd 
2 ASA International India Pvt Ltd 
3 Belstar Investment & Finance Pvt Ltd 
4 Chaitanya India Fin Credit Pvt Ltd 
5 Future Financial Services Ltd 
6 Growing Opportunity Finance (India) Pvt Ltd 
7 Humana People to People India 
8 IDF Financial Services Pvt Ltd 
9 Indian Cooperative Network for Women Ltd 
10 M Power Micro Finance Pvt Ltd 
11 Mahasemam Trust 
12 Margdarshak Financial Services Ltd 
13 Pahal Financial Services Pvt Ltd 
14 Rashtriya Seva Samithi 
15 Sahara Utsarga Welfare Society 
16 Sahayog Microfinance Ltd 
17 Saija Finance Pvt Ltd 
18 Samhita Community Development Services 
19 Sanghamitra Rural Financial Services 
20 Sarala Women Welfare Society 
21 Shikhar Microfinance Pvt Ltd 
22 Uttrayan Financial Services Pvt Ltd 
23 Vedika Credit Capital Ltd 
24 Village Financial Services Pvt Ltd 
25 YVU Financial Services Pvt Ltd 

 

Source: http://www.crisil.com/pdf/ratings/indias-25-leading-mfis.pdf. Accessed on 
05/09/2016 
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Appendix – C 
 
CRISIL List of Top 50 Microfinance Institutions in India, October, 2009 
Sr. No. Description 

1 SKS Microfinance Ltd 
2 Spandana Sphoorty  Financial Ltd 
3 Share Microfin Limited  
4 Asmitha Microfin Ltd 
5 Shri Kshetra Dharmasthala Rural Development Project 
6 Bhartiya Samruddhi Finance Limited 
7 Bandhan 
8 Cashpor Micro Credit 
9 Grama Vidiyal Micro Finance Pvt Ltd 

10 Grameen Financial Services Pvt Ltd 
11 Madura Micro Finance Ltd 
12 BSS Microfinance Pvt Ltd  
13 Equitas Micro Finance India P Ltd 
14 Bandhan Financial Services Pvt Ltd 
15 Sarvodaya Nano Finance Ltd 
16 BWDA Finance Limited 
17 Ujjivan Financial Services Pvt Ltd 
18 Future Financial Services  Ltd 
19 ESAF Microfinance & Investments Pvt. Ltd 
20 S.M.I.L.E Microfinance Limited 
21 SWAWS Credit Corporation India Pvt Ltd 
22 Sanghamithra Rural Financial Services 
23 Saadhana Microfin Society 
24 Gram Utthan 
25 Rashtriya Seva Samithi 
26 Sahara Utsarga  Welfare Society 
27 Sonata Finance Pvt Ltd 
28 Rashtriya Gramin Vikas Nidhi 
29 Arohan Financial Services Ltd 
30 Janalakshmi Financial Services Pvt Ltd  
31 Annapurna Financial Services Pvt Ltd 
32 Hand in Hand Tamil Nadu 
33 Payakaraopeta Women's Mutually Aided Co-operative Thrift and Credit Society 
34 Aadarsha Welfare Society 
35 Adhikar 
36 Village Financial Services Pvt Ltd 
37 Sahara Uttarayan 
38 RORES Micro Entrepreneur Development Trust 
39 Centre for Rural Reconstruction through Social Action 
40 Indur Intideepam MACS Federation Ltd ( 
41  Welfare Organisation for Multipurpose Mass Awareness Network 
42 Pragathi Mutually Aided Cooperative Credit and Marketing Federation Ltd 
43 Indian Association for Savings and Credit 
44 Sewa Mutually Aided Cooperative Thrift Societies Federation Ltd 
45 Initiatives for Development Foundation 
46 Gandhi Smaraka Grama Seva Kendram 
47 Swayamshree Micro Credit Services 
48 ASOMI  
49 Janodaya Trust 
50 Community Development Centre 

Source: http://www.crisil.com/pdf/ratings/CRISIL-ratings_india-top-50-mfis.pdf, 
Accessed on 05-09-2016 
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Appendix – D 

 

List of MFIs in India registered as Co-operative Credit 

Societies/Trusts/Associations 

Sr. 

No. 
Name of Co-operative Credit Society 

1 Saadhana Microfin Society (Saadhana) 

2 Gram Uthan 

3 Rashtriya Seva Samithi (SUWS) 

4 Rashtriya Gramin Vikas Nidhi CSP 

5 
Payakaraopea Women’s Mutually aided co-operative Thrift and Credit Society 

(PWMACTS) 

6 Adarsha Welfare Society (AWS) 

7 Adhikar 

8 Sahara-Uttrayan 

9 Centre for Rural Reconstruction through Social Action ( CReSA) 

10 Indno Intideepam MACS Federation (IIMF)  

11 Welfare Organization for Multipurpose Mass Awareness Network (Woman) 

12 
Pragathi Mutually aided Co-operative Credit and Marketing Federation 

Limited(PMACS)  

13 SEWA Mutually aided co-operative thrift society Federation Limited(SEWA) 

14 Gandhi Smaraka Grama Seva Kendra (GSGSK) 

15 ASOMS 

 

Source: 

1.http://www.crisil.com/pdf/ratings/indias-25-leading-mfis.pdf. Accessed on 05/09/2016 

 

 

 

 

 

 

 



 Appendix 

231 

Appendix – E 

Ahmadabad District Credit Societies List 
Sr. 
No 

Credit Society Name Address 

1 
Ruby Co-operative Credit 
Society 

51, Tulsikunj Society, India Colony Road, Opposite 
Sk Complex, Ahmedabad-380024 

2 
Adarsh Credit Co-operative 
Credit Society 

05 Malinath Complex Rajasthan Hospital Road, 
Shahibaug, Shahibaug, Ahmedabad-380000 

3 
Gujarat Vepari Mahamandal 
Sahakari Audyogic Vasahat  
Limited 

Odhav Road, Odhav, Near S P Patel Ring Road, 
Ahmedabad-382415 

4 Gnr Jilla Sahakari Sangh Limited 
B/3, Civil Hospital Compound, Sect - 12, Civil 
Hospital Compound, Ahmedabad-382012 

5 
Sarthi Co-operative Credit 
Society Limited 

Ff7/8,Parsi Complex,Nr Jashodangar Chokdi, 
Ahmedabad-382445 

6 
Bawahir Co-operative Credit 
Society Limited 

Bawahir Hall, Dariapur 4Way, Dariapur, Near 

Dariya Pur, Ahmedabad-380001 

7 
Kuber Co-operative Credit 
Society 

704/B,Shahjanand Shopping 
Centre,Shahibaug,Shahibaug Road, Ahmedabad-
380004 

8 Seva Sahakari  Mandali Post Sardhav,Sardhav, Ahmedabad-382640 

9 
Sarvoday Co-operative Supply & 
Credit Society Limited 

Opposite Fire Station, Opposite Jamal Pur, Char 
Rasta, Ahmedabad-380022 

10 
Sri Samrth Credit Co-operative 
Credit Society Limited 

F/10,Sardar Patel Chambers,Vasantkunj 
Chowk,Bhadra, Lal Darwaja, Nr Bank Of 
Maharashtra, Ahmedabad-380001 

11 Visat Co op Credit Society 
Gopalngr I, 132 Ft R/Rd, Mmngr, Ahmedabad-
380052 

12 
Ranip Nagrik Sahakari Sarafi 
Mandali  Limited 

A-143-144,Nandanvan Shopping 
Centre,Ghatlodiya,Bh Nirnaynagar Sector-01, 
Ahmedabad-380061 

13 
Jay Madi Co-operative Credit 
Society Limited 

J/14,Vijay Complex,Vasna,Near Vasna Bus Stop, 
Ahmedabad-380007 

14 
Ranip Betalish Credit Co-
operative Society 

16,Raj Shopping Centre,Rnp,Nr Swagat Hall, Near 
Swagat Hall, Ahmedabad-380080 

15 
Shri  Renuka Mata Multi-State 
Co-operative credit Society 

Parbhudas Building, Near Pragati Co - Op Bank, 
Relief Road, Ahmedabad-380001 

16 
Sambhav Credit Co-operative 
Society Limited 

11Ff, Apm Shopping Mall, Satadhar Cross Road, 
Sola Road, Ghatlodiya, Ahmedabad-380061 

17 
Nav Gujarat Co-operative Credit 
Society 

30, Patel Market, Khodiyar Nagar, National 
Highway No 8, Bapu Nagar, Near Patel Market, 
Ahmedabad-380024 

18 Kalpatru Society 
Mirambica School Road Nrp Am 13, Ahmedabad-
380013 

19 
Vejalpur Nagrik Co-operative 
Credit Society Limited 

101, Shreyas Comp, Vej Bus Stop, Near Bus Stand, 
Ahmedabad-380051 

 

 

 

 



 Appendix 

232 

Appendix - F 

Vadodara District Credit Societies List (1) 
Sr. 
No 

Credit Society Name Address 

1 Ashok Co-operative Credit Society
11, Savgan Society, Opposite Old Railway Colony, 
Near Panjab, Vadodara-390002 

2 
Mangla Co-operative Credit 
Society 

112, K P Shopping Centre, Kareli Baug, Vadodara-
390018 

3 
Shri  Vishwakarma  Credit Co-
operative Society Limited 

Siddhanath Road, Vrajvatika Apartment 1st Floor, 
Opposite Little Flower School, Vadodara-390001 

4 
Shri Jangid  Co-operative Credit 
Society Limited 

 E - 1/106, Chikuwadi Kashi Vishveshvar 
Township, Race Course, Vadodara-390007 

5 
Coop Credit Sahakari  Mandali  
Limited 

Char Rasta Undera Vindravan Society-2,Po Bajwa 
Vrundavan,Bajawa-Karodiya Road,, Vadodara-
391310 

6 Sai Ganesh Co-op Credit Society 
1st Flr, Poonam Cplx, Wgh Road, Vadodara-
390019 

7 
Vakal  Vikas Co-operative Credit 
Society 

Nizampura Mitra Mandal Society,Opp S R Patel 
Petrol Pump, Vadodara-390024 

8 
Citizen Co-operative Credit 
Society Limited 

Wadi Taiwada Naka, Vadodara-390017 

9 
Shri  Renukamata Multi State 
Urban Co-operative Credit  Society 
Limited 

Renuka Bhavan, Survey No 35/2A, 2B, Pipeline 
Road, Mandvi, Vadodara-390001 

10 
Sevashray Co op credit Society 
Limited 

Tulsi, Raopura, Kothi Pole, Vadodara-390001 

11 Uma Co op Credit Society Limited 
209 Arpan Complex, Nizampura, Vadodara-
390002 

12 
Shree Vaibhav Laxmi  Credit 
Society Limited 

 Gf/27, Shanti Chamber, Pratapnagar, Near Gita 
Mandir, Near Nani Shak Market, Wadi, Vadodara-
390004 

13 
The Bajwa Urban Co-operative 
Credit Society Mandli Limited 

Bajuwa B C C Building,Refinery Road, Vadodara-
391310 

14 
The Alkapuri Commercial Credit 
Society Limited 

103, Gajanan Complex, Opposite Tube Company, 
Old Padra Road, Vadodara-390020 

15 
President Shubhalaxmi Mahila 
Credit Society 

Near Jain Temple Raghukul Apartment, 
Manjalpur, Vadodara-390011 

16 
Janta Co-operative Credit Society 
Limited 

Opp Kh Market,R M Road, Vadodara-390001 

17 
Shreeji  Co op Credit Society 
Limited 

B/1, R V Desai Road, Gangotri Apartment, 
Vadodara-390004 

18 
Baroda Citizen Community Co-
operative Credit Society Limited 

203/B, R C Dutt Road, Ivory Terrace,Opp Sarkit 
House, Alkapuri, Vadodara-390007 

19 
Jay Panchmahal Co-op Credit 
Society Limited 

31/B, Gorwa Refinery Road, At R M Patel, 
Khodiar Society, Gorwa, Vadodara-390016 

20 
Jayshree Ambica Credit Society 
Limited  

F F 1,Nzp Maroti Complex, Opp Swaminarayan 
Nagar, Vadodara-390002 
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Vadodara District Credit Societies List (2) 
Sr. 
No 

Credit Society Name Address 

21 
Gujarat Co-operative Credit 
Society Limited 

13\1-A G 2,Po Jawaharnagar Shopping Centre, 
Vadodara-391320 

22 
Shri Jalaram Coop Credit 
Society Limited 

Sf - 202, New Ipcl Road, Pujer Complex, Opposite 
Golden Silver Apartment, Subhanpura, Vadodara-
390023 

23 
Shree Ekdantay Co-operative 
Credit Society Limited 

Above Snow White Laundry,Nr Marimata`s 
Lane,Rajmahal Road, Vadodara-390001 

24 
Pancham Cooperative Credit 
Society Limited 

 A/1, Warasia Ring Road, Krishna Leela, Harni - 
Warasia Ring Road, Kishanwadi, Vadodara-390006 

25 
Ranmukteshwar Co op Credit 
Society Limited 

Pratapnagar Road, Bavri Kumbhar Wada, Pratapnagar, 
Vadodara-390081 

26 
Paras Co-operative Credit 
Society Limited 

Haribhakti Wadi Basement Paras Chamrer, 
Lakkadpitha Road, Vadodara-390001 

27 
Haldhar Vikas Credit Co-
operative Credit Society 
Limited 

105, 1st Floor, Billipatra Complex, Near Mercury 
Gym, Harni - Warasia Ring Road, Harni, Vadodara-
390006 

28 
Raopura Machipith Co-
operative Credit Society 
Limited 

Raopura, Nawab Chamber, Raopura Machhipith, 
Vadodara-390001 

29 
Shree Mohan Credit Co-
operative Credit Society 
Limited 

21, Ellora Park Satya Park Society, Near Saibaba 
Temple, Subhanpura, Vadodara-390023 

30 
Shri  Abhi  Co-operative Credit 
Society Limited 

E - 15, Vrundavan Township, Opposite Shreeji 
Market, Harni Road, Vijay Nagar, Vadodara-390006 

31 
Sai Ganesh Co-op Credit 
Society Limited 

1st Flr, Poonam Cplx, Wgh Road, Vadodara-390019 

32 
Shree Gayatri Credit Co-op 
Credit Society 

Opposite Sai Baba Temple, Sardar Bhavan Lane, 
Kothi Road, Raopura, Vadodara-390001 

33 
Shree Mahalaxmi Co-op Credit 
Society Limited 

1st Floor, Near Gandhi Nagar Gruh, Anand Dham 
Plaza, Sursagar, Khushalchand Kanya Vidhyalaya, 
Vadodara-390001 

34 
Panchseel Co operative Credit 
Society Limited 

01, Manjalpur Vidhyadham Flat, Opposite Bhathuji 
Temple, Vadodara-390011 
 

35 
Shree Navrachna Sahakari 
Mandli Limited 

E/118 Vrundavan Township, Opposite Nageshwar 
Temple, Harani Road, Harni, Vadodara-390022 

36 Fatch Co op Society Limited 
Sulaimani Complex, R V Desai Road, Pratapnagar, 
Vadodara-390004 

37 
Saraswati Co-operative Credit 
Society Limited 

 Ff 12 - 13, Nizampura Maruti Complex,Chane 
Road,Near Jay Swami Narayan, Fatehgunj, Vadodara-
390002 

38 
Waghodia Co-operative Credit 
Society Limited 

4 - 5, Waghodia Road, Sharda Park Apartment 1st 
Floor, Opposite Surya Nagar Bust Stop, Vadodara-
390019 
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Vadodara District Credit Societies List (3) 
Sr. 
No 

Credit Society Name Address 

39 
Shree Narmada Co-operative 
Credit Society Limited 

101,Shree Dhwarkesh,Sampatrao Colony,Alkapuri,Opp 

Kaviraj Hotel, Vadodara 

40 
Hon. Shree Subhlaxmi Co-op 
Credit Society Limited 

Chokhandi Char Rasta, Near Vaiyda Pole Wadi, 

Vadodara-390017 

41 
Dalia Co-operative Credit 
Society Limited 

Vithhal Oil Mill Compound,Pratapnagar, Vadodara-

390004 

42 
Ambrish Co-operative Credit 
Society Limited 

A - 20, Aman Co - Op Housing Society Ltd, Near 

Navjeevan Bus Stop, Near Navjeevan Society, 

Ajwaroad, Vadodara-390019 

43 
C K P Sahakari Mandli 
Limited 

Laxmi Sadan,Parkarwada,Dandia Bazar, Vadodara-

390001 

44 
Aviskar Co-operative Credit 
Society Limited 

 F - 1 & F - 2 Pushkar Avenue Firest Floor, Raopura, 

Mahajan Street, Vadodara-390001 

45 
Shreejansakhti  Co-op Credit 
Society Limited Dasrath Patelwadi,Tower Road, Vadodara-391740 

46 
Gayatri Mahila Audyogic Co-
op Society Limited 

 3/93, Near Kashiba Children Hospital Mig Flats, 

Opposite Budhdev Colony, Kareli Baug, Vadodara-

390018 

47 
Shree Sadguru Co-operative 
Credit Society Limited Chhani,Near Parbadi Inbazar, Vadodara-391740 

48 
Shree Vadodara Saher & 
Vibhag  Co-op. Credit 
Society Limited 

Rao Pura,Raopura,Shala No 1,Near Post Office, 

Vadodara-390001 

49 
Parishram Co-operative 
Credit Society Limited 

A - 4, Near Rajesh Tower Parth Avenue Duplex 

Opposite Somdutt, Behind Rajesh Apartment, Gotri 

Road, Vadodara-390021 

50 
Rajasthan Co-op. Credit 
Society Limited A 36,Sussen Tarsali Ring Rd.Makarpura, Vadodara 
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Appendix - G 

Bharuch District Credit Societies List 
Sr. No Credit Society Name Address 

1 
Bch Dist  Arogya Dhiran Sahakari 

Mandli Limited 
Address : 25627, Kansarawad, 

Bharuch-392001 
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Appendix – H 

Panchmahal District Credit Societies List 
Sr. 
No 

Credit Society Name Address 
Phone/Mobile 

/E-mail No. 

1 
Shree Sahayog  Co-op 
Credit Society Limited 

Nava Bazar, Opp Pc 
Panchat Dist, Godhra-
389001 

 

2 
Kaival Co-operative Credit 
Society Limited 

Divya Smruti Bhavan, 
Rana Vyas Marg, Godhra-
389001 

 

3 
The Laxmi Co-operative 
Credit Society 

Station Road, Godhra, 
Gujarat, 389001 
 

912672241903 

Source: Indiatimes.com directory 
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Questionnaire for Credit Societies Borrowers & Non-Borrowers 

Appendix – I&J 
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Appendix – K 
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