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Abstract  
In a male dominated society, women have always been underestimated and discriminated in all spheres of life be it 
their family and social life or their economic and political life. Moreover, the traditional duties of managing 
households create hinderances in their social and economic empowerment. Over the years various efforts have been 
made by many Government and Non Government organisations to promote women empowerment especially in 
rural areas. One such effort is the microfinance intervention. Many leading public and private sector banks are 
offering schemes exclusively designed for women to set up their own ventures. Even the unorganized sector has 
been heading into microfinance movement. The present paper is an attempt to study the role of microfinance 
intervention in promoting women empowerment in rural India. An empirical study has been carried out in the state 
of Punjab. The objective is to analyze the use of micro financial services by the women clients and access their level 
of satisfaction with regards to these services. 
Keywords: Microfinance, Micro credit, Women empowerment, Financial inclusion 
 
Introduction 
Women have been the most underprivileged and discriminated strata of the society not only in 
India but the world over. Inspite of all Government and Non-Governments’ efforts, they have 
been highly ignorant clients of the financial sector.  In the recent times, microfinance has been 
emerging as a powerful instrument for empowering women particularly, the rural women. Apart 
from the informal sector of finance the formal and semi formal sectors like commercial banks, 
NGOs etc. are taking much interest in providing microfinance to women considering it to be a 
profitable commercial activity. Women are also participating in the microfinance movement by 
availing the microfinance services being provided by the various financial channels. 
 
Women empowerment is one of the most important issues that have been in the focus of various 
policies and programs initiated by the Govt. and the non-govt. organizations. Microfinance is one 
such effort that has been emerging as a powerful tool of women empowerment. It has been 
observed through the available literature that most of the studies related to microfinance have 
been carried out in the southern region of the country and very little efforts in this regard have 
been found in Punjab. The present study aims to fill in the gap in the available literature. It is a 
modest attempt to analyze the role of microfinance in women empowerment and the satisfaction 
level of the women towards microfinance services. 
 
Objectives of the study 
The study aims  
(i) To delve into the respondents’ preference for the formal and the informal sources of finance.  
(ii) To assess the level of satisfaction of the respondents with regards to the microfinance 
services.  
(iii) To analyze the level of impact of the microfinance services on the lives of the respondents. 
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Area of the study  
The study has been carried out in the rural area of the three districts of Punjab namely Amritsar, 
Jalandhar and Ludhiana. For this purpose two blocks each district were selected. These are the 
major development blocks of the respective districts. Following is the sample distribution of the 
study 

Table I Sample Distribution 
Districts  
Blocks 

Amritsar  
(30) 

Jalandhar 
(35) 

Ludhiana 
(45) 

1 Verka (15) Nurmahal (20) Khanna (25) 

2 Rayya (15) Nakodar (15) Doraha (20) 

 
 
Data base and Research methodology 
To satisfy the objectives, the primary data has been collected with the help of a structured 
questionnaire. A convenient randomized sample of 110 women respondents from the aforesaid 
blocks was selected. Chi-square test, weighted average scores and percentages have been used to 
draw the meaningful inferences from the study.  
The paper has been divided into two parts. Part I deals with the conceptual framework of the 
study. The empirical data analysis has been covered in part II. 
 

Part I 
It is widely recognized that in order to have sustainable development and poverty reduction, 
inequalities among gender needs to be eradicated first. Infact, development of a nation depends 
upon the empowerment of women.  
The term ‘Women empowerment’ implies women’s hold over use of resources and particiapation 
in the decision making as well leading to improvement in their socio- economic status. 
Presently, in most of the developing countries like India higher emphasis is being laid upon the 
development of women as an entrepreneurs and their active participation in the development 
process of their country. Women can be successful and better entrepreneurs if given the much 
needed conducive environment and provided with enough resources most importantly the 
required amount of capital. The studies of rural women have proved their business excellence. 
They have been found to be better in credit utilisation than men (NABARD, 1992; Pitt, 
Khandker, 1998; Anthony, Horne, 2003) but because of lack of access to assets they are often 
more vulnerable to poverty than males.  
There are many successful women organisations working for the overall upliftment of the rural 
women like Shri Mahila Griha Udyog lijjat Papad (1959), Self Employed Women association 
(SEWA) established in 1972, The Working Women’s Forum (WWF) in 1978, Rashtriya Mahila 
Kosh (RMK), a govt. Organisation for women established in 1993, Mann Deshi Mahila Sahakari 
Bank Ltd. (MDMSB) in 1997 etc. Though there can be no magic bullet, which can bring about 
radical structural transformation that the empowerment of women needs, the success of micro 
financing organizations in building up the organizational capacity of the poor women provides 
the basis for their social mobilization that many other class interventions have not been able to 
achieve (Kabeer 2005). 
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Various helping hands are available for women to provide finance as classified below: 
• Formal Sector- It covers the entire banking industry including all public, private, regional 

rural banks, NABARD and RBI. 
• Semi-formal sector- It covers all exclusive Micro financing institutions (MFIs), NGOs and 

various Self Help Groups (SHG). 
• Informal sector- It covers family, friends, relatives, moneylenders, pawnbrokers, traders and 

landlords etc. 
Generally, the micro finance products are classified into three categories -Micro Credit, Micro 
Savings and Micro Insurance. Various credit products are available ranging from consumption to 
production besides savings products. However, micro insurance is still in experimental stage. 
Women Empowerment and Microfinance Interventions in Banking sector 
Banking sector has been emerging in a big way to participate in the microfinance movement. At 
present many commercial banks are taking much interest in developing schemes exclusively for 
women.  Various leading public and private sector banks have been providing finance under 
different schemes to the women entrepreneurs with a relief  in interest rate on credit. Some of 
these schemes are listed in Table II 

Table II.Commercial banks’ Schemes for women 
Commercial banks Name of the scheme 
Bank of India Priyadarshini Yojana 
Canara Bank CAN Mahila 
Central Bank of India Cent Kalyani 
Dena Bank Dena Shakti 
Oriental Bank of Commerce Orient mahila Vikas Yojana 
Punjab National Bank Mahila Udyam Nidhi Scheme 

Mahila Sashaktikaran Abhivan 
PNB Kalyani Card Scheme 

Punjab & Sind Bank Udyogini Scheme  
State Bank of India Stree Shakti Package 
State Bank of Mysore Stree Shakti 
SIDBI Mahila udyam Nidhi 
Union Bank of India Viklang Mahila Vikas yojana 
ICICI Bank Women’s account 
IDBI Bank Mahila Udyog Nidhi 

Mahila Vikas Nidhi 
Vijaya Bank Assistance to Rural Women in Non-Farm 

Development (ARWIND) 
Assistance For Marketing Of Non Farm 
Products Of Rural Women (MAHIMA 

Sources: Various web sites of the commercial banks 
 
Along with these banks have a special provision of micro credit to Self Help Groups (SHGs) 
particularly in rural areas. It is worth mentioning here that in India, 90 per cent  SHGs belong to 
women and 80 per cent of them are located in rural areas. 
 
Types of Economic activities persued by women with the help of microfinance 
A large number of women all over the world are getting self reliant by persuing various 
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economic activities with the help of financial as well as non financial assistance provided by the 
microfinance providers in rural areas. These are: 
1.     Dress designing                                                 11. Garment making 
2.     Embroidery                                                         12. Food processing 
3.     Knitting                                                           13. Bee keeping 
4.     Making of stuffed toys                                      14. Basketry 
5.     Selling vegetables and fruits                              15. Gem cutting 
6.     Dairy farming                                                    16. Weaving and spinning 
7.     Poultry                                                             17. Glass and emboss paintings 
8.    Agriculture                                                          18. Vegetable gardening 
9.    Running tea shops, Grocery shops                     19. Cattle rearing 
10. Manufacturing of wood and cane 
products 

20. Floriculture 

Part II 
This part of the study deals with the empirical analysis of the preference of the women 
respondents for the various sources of finance available to them. The study also explains the 
perception of the women microfinance clients with regards to the microfinance services in terms 
of their level of satisfaction and the level of impact of the services availed. 

Data analysis and interpretation 
Demographic Profile of the respondents 

Table III. Demographic Profile of the respondents 
Age Frequency Percentage 
less than 20 20 18.2 
20-40 76 69.1 
40 & above 14 12.7 
Total 110 100 
Marital status Frequency Percentage 
Single 45 40.9 
Married 53 48.2 
Widow 8 7.3 
Divorcee 4 3.6 
Total 110 100 
Type of family Frequency Percentage 
Joint 68 61.8 
Nuclear 38 34.6 
Extended 4 3.6 
Total 110 100 
Education  Frequency Percentage 
Illiterate 28 25.5 
Matric 44 40 
Higher education 26 23.6 
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Graduation 12 10.9 
Post graduation 0 0 
Vocational 0 0 
Other 0 0 
Total 110 100 

Occupation Frequency Percentage 
Self Employed 29 26.4 
Labor 57 51.8 
Housewife 24 21.8 
Professional 0 0 
Family owned business 0 0 
Retired 0 0 
Total 110 100 

Income (Monthly) Frequency Percentage 
0-2000                                                                                    19 17.3 
2000-4000 39 35.5 
4000-6000 25 22.7 
6000 & above 27 24.5 
Total 110 100 

 
Table III. shows that a significant proportion of the respondents (69.1 per cent) were of the age 
group of 20-40. Maximum respondents were single (40.9 per cent) and living in joint families 
(61.8 per cent). Though maximum respondents were literate (74.5 per cent), it is also observed 
that a significant proportion of the respondents(40 per cent) were having education only up to 
matric, not even  a single respondent was having post graduation degree that shows the existence 
of the traditional phenomenon of the low level of education among females.  Most of the 
respondents were employed as labor (51.8 per cent) followed by self-employed (26.4%). 
However, a significant number of respondents were either housewives (21.8 per cent). Not even 
a single respondent was involved in any profession and family business which indicates the low 
level of entrepreneurships among women. The reasons may be the extra burden along with 
household responsibilities, lack of adequate resources like finance because of lack of collaterals. 
Moreover, the finance providers may doubt their business skills and their ability to manage the 
finance. As far as level of income is concerned maximum respondents (35.5 per cent) were 
falling in the range of Rs. 2000-4000 per month which is quite low. 
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Formal v/s Informal Sources of Finance 
Table IV. Use of Financial Sources 

 
Table IV. shows the use of various formal and informal source of financei

Level of Satisfaction 

. The study found that 
the majority of the respondents prefer formal sources of finance in order to park their hard-
earned money. As depicted in the above table maximum respondents are having bank accounts 
(46.9 per cent), though a significant proportion of the sample still prefer to keep cash at home 
(21.4 per cent) while only 18.4% were having post office savings. In contrary to this, the 
majority of respondents preferred informal sources of finance over the formal ones for availing 
credit. As the table shows the most common informal source of finance is the relatives/friends 
(44.4 per cent) followed by employer and colleagues while only 22.2 per cent of the respondents 
availed credit from the banks. And interestingly, use of semi formal sector such as MFIs, SHGs 
and NGOs was found to be almost negligible. This may be because of lack of awareness among 
rural people about these channels. 

This section of the article deals with examining the satisfaction level of the respondents with 
regards to the microfinance services availed from different sources of finance. A questionnaire 
containing twenty variables related to micro credit was administered to 110 respondents. These 
variables have been derived from the earlier literature (Kamble, Sonar, 2006; Pandey, 2008; 
Albino, Subramanian, 2008; Ramji 2009). Out of the total number of respondents only 54 
respondents reported having taken credit from one or the other sources of finance. The 
respondents were asked to rate each variable on a five point likert scaleii

Savings 

 according to the 
satisfaction derived from it. For the purpose of analysis of the satisfaction level of the 
respondents, Weighted Average Score (WAS) was calculated for each variable. The variables 
were categorized as variables of high satisfaction, moderate satisfaction, and slight satisfaction 
depending upon their WAS as explained in Table V. 

Credit 
Type Frequency Percentage Type Frequency Percentage 

Formal Sources   Formal 
Sources 

  

Bank A/C 46 46.9 Banks 12 22.2 
Post Office Saving 
A/C 

18 18.4 Co-
operatives 

2 3.7 

Semi-formal 
Sources 

  Semi-
formal 
Sources 

  

MFIs/SHGs 
savings 

2        2.1 MFIs/NGOs
/SHGs 

- - 

Informal Sources   Informal 
Sources 

  

Neighborhood  
Group savings 

4 4.1 Relative/Frie
nds 

24 44.5 

Gold/Silver 7 7.1 Employer 10 18.5 
Cash at home 21 21.4 Colleagues 6 11.1 

Total 98 100 Total 54 100 
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Table V. Perceived satisfaction level of the women microfinance borrowers 
Activities HS S N D HD WAS 

 
Activities of High Satisfaction             

1 Amount of loan availed     38 2 6 8 0 4.3 

2 Loan Duration 32 4 10 6 2 4.07 

 
Activities of moderate Satisafaction             

3 Recognition and respect from the provider 28 4 12 8 2 3.89 

4 Timings to access credit 30 0 12 8 4 3.81 

5  Transportation cost to visit a bank branch 26 6 4 16 2 3.7 

6 
Enough information is provided by the 
provider 

20 6 8 14 6 3.37 

7 Rate of interest 22 0 12 16 4 3.37 

8 Time taken to get the loan sanctioned 20 2 12 16 4 3.33 

9 Suitable products are available as per needs 14 8 14 16 2 3.29 

10 Compulsory saving requirement 18 2 14 16 4 3.26 

11 Requirement of guarantee 20 2 8 16 8 3.19 

12 Behavior of bank staff 16 6 8 18 6 3.15 

13 Complaints/problems are well   entertained 18 2 10 18 6 3.15 

14 Consequences of non-repayments 14 6 10 18 6 3.07 

 
Activities of Slight Satisfaction             

15 Convenient procedure 10 4 12 20 8 2.78 

16 Terms and conditions 12 2 10 22 8 2.78 

17 Demand for collaterals 14 0 8 20 12 2.7 

18 Loan utilization check 10 0 14 24 6 2.7 

19 File charges 10 2 12 16 14 2.59 

20 Repayment policy 10 0 10 22 12 2.52 
 
It is observed that out of total twenty variables only 2 variables have been ranked in the category 
of high satisfaction, 12 variables in the category of moderate satisfaction and the remaining 6 as 
of slight satisfaction. A majority of the respondents (70.3 per cent) perceived the ‘Amount of 
loan availed’ to be yielding highest satisfaction having WAS of 4.30 and ‘Repayment policy’ has 
been ranked at the lowest among the activities of slight satisfaction with WAS of 2.52.  The 
study shows that women are not satisfied with the bank formalities like demand for collaterals, 
loan utilization checks, repayment policy. They experienced the procedural difficulties too, for 
getting the loan sanctioned, specifically while going for the formal sources of finance like banks.  
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Chi- square test 
In order to determine whether there is a significant difference between the satisfaction level of 
those availing micro credit from the formal and the informal sources of finance. The following 
was the set of hypothesis: 
H0: There is no significant difference between the satisfaction level of formal and informal 
sources of micro credit. 
The above hypothesis was analyzed at 5 per cent level of significance. The calculated chi-square 
values have been presented in the table 5. Which is compared with the tabulated chi-square value 
at 5 percent level of significance for 4 df i.e. 9.48 and the results have been shown in the Table 
VI 

Table VI. Computed chi-Square Values 
Activities Chi-

Sq. 
values 

Significance Results H0- 
accepted/rejected 

1 Amount of loan availed 14.203 0.003 Significant rejected 

2 Loan duration 2.328 0.676 insignificant accepted 

3 Rate of interest 9.974 0.042 significant rejected 

4 Repayment policy 1.585 0.663 insignificant accepted 

5 Terms and conditions 5.82 0.121 insignificant accepted 

6 Behavior of bank staff 4.128 0.389 insignificant accepted 

7 File charges 8.242 0.083 insignificant accepted 

8 Timing to access credit 7.001 0.072 insignificant accepted 

9 Demand for collaterals 5.615 0.132 insignificant accepted 

10 Demand for guarantee 3.341 0.502 insignificant accepted 

1 
Compulsory saving 
requirements 

1.131 0.77 insignificant accepted 

2 Loan utilization check 9.918 0.042 significant rejected 

3 
Transportation cost to visit a 
bank branch 

8.228 0.084 insignificant accepted 

4 
Time taken to get the loan 
sanctioned 

7.804 0.099 insignificant accepted 

5 
Recognition and respect from 
the providers 

10.006 0.039 significant rejected 

6 
Suitable products are available 
as per needs 

11.618 0.02 significant rejected 

7 Cosequeneces of non-repayment 3.603 0.462 insignificant accepted 

8 Convenient procedure 6.774 0.148 insignificant accepted 

9 
Enough information is provided 
by the provider 

4.017 0.404 insignificant accepted 

10 
Complaints/problems are well 
entertained 

13.607 0.009 significant rejected 
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There are six variables in column I of the table 4 whose calculated chi-square values are greater 
than the tabulated chi-square value (9.884) at 4 df. Therefore, null hypothesis is rejected for these 
six variables at 5 per cent level of significance. This is to mean that there is a significant 
difference among the satisfaction level of the formal and informal sources of micro credit with 
respect to the loan amount, rate of interest, loan utilization check, recognition and respect from 
the providers,  availability of suitable products, complaints/ problems solving attitude of the 
providers. However, for the rest of the fourteen variables null hypothesis is accepted. ‘Amount of 
loan availed’ is the variable showing the highest significant difference between the satisfaction 
level of formal and informal sources of micro credit. ‘Loan duration’ is showing highest 
insignificance.  
Level of Impact 
This section of the article deals with the examination of the level of impact which the 
respondents observed after taking micro credit. All 54 respondents availing micro credit were 
asked to rate the activities showing impact on their lives of micro credit on five point Likert 
scaleiii

 

. The impact level has been analyzed by calculating the WAS for each activity. The 
activities have been categorized as activities of high Impact, moderate impact and slight Impact 
as explained Table VII 

Table VII. Level of impact on the women microfinance borrowers 
 
Activities 

 
SA 

 
A 

 
N 

 
D 

 
SD 

 
WAS 

Activities of moderate impact       
Improvement in social status 20 12 8 14 0 3.70 
Poverty reduction 18 10 16 10 0 3.67 
Improvement in consumption level 16 12 10 16 0 3.52 
Recognition in family 14 10 12 18 0 3.37 
Improvement in income level 12 16 12 14 0 3.48 
Increase in decision making powers 16 8 10 16 4 3.30 
Confidence building 12 10 14 18 0 3.29 
Improved communication skills 10 10 18 16 0 3.26 
Activities of slight impact       
Awareness of social issues 8 10 14 14 8 2.92 
 
It is observed that out of 9 variables not a single variable has been ranked as the activity of high 
impact. Interestingly only 1 activity has been ranked as of slight impact i.e. ‘Awareness of social 
issues’ with WAS of 2.92 while rest 8 activities ranked as that of having moderate impact. This 
shows that microfinance has been able to mark some impact on the lives of the women clients as 
they reported improvement in their in their communication skills, decision making power and the 
confidence level. The same is supported by the previous conducted studies also such as BL 
Centre for Development, Research and Action (2005), Kamble, H. Kalawati and Sonar, B. 
Gangadhar. 2006, but still there is a long way to go before the microfinance may lead to 
sustainable women empowerment. 
Conclusion 
This paper made an attempt to understand the role of microfinance in socio economic 
empowerment of women in the Jalandhar district of Punjab. No doubt, microfinance has been 
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effectively contributing to women empowerment significantly to their family development in 
terms of getting credit for housing repairs, education and marriage of their children and also for 
consumption purpose. The study found good saving habit among females as maximum number 
of the respondents was having saving bank accounts (46.9 per cent) and post office savings (18.4 
per cent) but still there are so many obstacles in the way of financial inclusion of women such as 
the lack of awareness regarding micro financing services being provided by the banks as 80.7 per 
cent of the respondents were unaware of the banks opening of zero minimum balance saving 
bank account. The dissatisfaction from various service activities followed by banks such as 
requirement of collaterals, inconvenient procedural formalities, loan utilization checks and 
difficult repayment terms is also one of the major reasons for a significant proportion of the rural 
women to prefer informal sources of finance(74.1 per cent of the respondents availing credit) 
instead of the formal ones. They find an ease in getting finance from their personal contacts. This 
attitude needs to be changed. The banks should introduce some proactive strategies primarily 
aiming at spreading more awareness of the micro financing services available with the banks and 
encouraging the use of such services.  
     More interestingly, despite of the prevailing dominant SHG-Bank linkage model, the study 
found very negligible use of the SHGs services by the respondents (2.1 per cent in case of 
savings). These SHGs need to be regulated and supervised in order to keep them actively 
engaged in the microfinance movement. Moreover the banks should make provision of more 
services under the microfinance umbrella as per the requirements of women. Some attitudinal 
changes are required on part of the finance providers also to break the age old stigma of the 
gender discrimination. Women should be encouraged to take up entrepreneurial activities by 
giving them proper guidance and developing their business skills. Women empowerment to a 
great extent depends upon the economic empowerment of women and microfinance can prove to 
be a very powerful instrument of women empowerment in the times to come. 
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i  Note: Out of the total respondents, 12 were having multiple savings so they have been ignored for the pupose of 

analysing thier preference for the formal and the informal saving options. Out of the total respondents, 63 reported 

having availed credit of which 9 were having multiple credit options. So they are also ignored for the further anlysis. 

ii  Note: HS- Highly Satisfied, S- Satisfied, N-Neutral, D- Dissatisfied, HD- Highly Dissatisfied, WAS- Weighted 

Average Scores. 

iii Note: SA- Strongly Agree, A- Agree, N- Neutral, D- Disagree, SD- Strongly Disagree, WAS- Weighted Average 

 

Meenu, et.al., Int. J. Eco. Res., 2011, 2(2), 35-45 ISSN: 2229-6158

IJER | Mar - Apr 2011 
Available online@www.ijeronline.com

45

http://www.bankofindia.com/�
http://www.canarabank.co.in/�
http://www.centralbankofindia.co.in/�
http://www.denabank.com/�
http://www.genfinanceinfo/index.htm�
http://www.icicibank.com/�
http://www.idbi.com/�
http://www.obcindia.co.in/�
http://www.pnbindia.com/�
http://www.psbindia.com/�
http://www.sidbi.in/�
http://www.statebankofindia.com/�
http://www.statebankofmysore.co.in/�
http://www.ucobank.com/�
http://www.unionbankofindia.co.in/�
http://www.vijayabank.com/�

	Introduction
	Women have been the most underprivileged and discriminated strata of the society not only in India but the world over. Inspite of all Government and Non-Governments’ efforts, they have been highly ignorant clients of the financial sector.  In the rece...
	Women empowerment is one of the most important issues that have been in the focus of various policies and programs initiated by the Govt. and the non-govt. organizations. Microfinance is one such effort that has been emerging as a powerful tool of wom...
	Objectives of the study
	The study aims
	(i) To delve into the respondents’ preference for the formal and the informal sources of finance.
	(ii) To assess the level of satisfaction of the respondents with regards to the microfinance services.
	(iii) To analyze the level of impact of the microfinance services on the lives of the respondents.
	It is widely recognized that in order to have sustainable development and poverty reduction, inequalities among gender needs to be eradicated first. Infact, development of a nation depends upon the empowerment of women.
	The term ‘Women empowerment’ implies women’s hold over use of resources and particiapation in the decision making as well leading to improvement in their socio- economic status.
	Presently, in most of the developing countries like India higher emphasis is being laid upon the development of women as an entrepreneurs and their active participation in the development process of their country. Women can be successful and better en...
	There are many successful women organisations working for the overall upliftment of the rural women like Shri Mahila Griha Udyog lijjat Papad (1959), Self Employed Women association (SEWA) established in 1972, The Working Women’s Forum (WWF) in 1978, ...
	Various helping hands are available for women to provide finance as classified below:



