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Abstract 

 Lack of access to productive resources, 

lack of skills due to lower levels of literacy and 

formal education, lack of access to labour as a 

result of norms of gender hierarchy and separation 

and lack of access to markets along with heavy 

dependence on informal sector lending, left the 

poor especially the women folk  at a disadvantage. 

The provision of sustainable access to financial 

services, now known as Financial inclusion for 

women therefore, became the centre of attention of 

governments, social partners, civil society 

organizations, international donors. that led to the 

innovation of microfinance mechanisms. The 

present study is an attempt to assess the Impact- 

quality, efficacy, and value of Microfinance 

programme, as it is currently carried out, to 

monitor the ongoing process and to examine to 

what extent Microfinance has led to Saving 

Mentality in rural women of Kerala and Tamil 

Nadu leading to economic upliftment and 

empowerment.  
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I. INTRODUCTION 

The increased demand for credit from 

rural households and the disinterest of the formal  

banking sector to serve the needs of low income 

group encouraged initiation of supplementary 

credit mechanisms to act as intermediaries bridging 

the gap between demand and supply of funds in 

rural economy (Karnakar, 1999).Formal lending 

agencies often left the poor unbanked on account of 

high levels of transaction cost incurred in lending 

to the poor. Their access to formal banking 

channels was constrained to their resource base as 

well as the nature of formal credit institutions. The 

demand for collateral security that a micro 

borrower did not possess, the credit worthiness of 

the poor, high transaction cost due to difficulties in 

screening, and unattractive business proposition 

due to tiny savings and loans, were the deterrents 

faced by the formal lending institutions in loaning 

to the poor. (Yunus, 1999). 

              Informal sources of finance being 

relatively easy to access, women relied on 

moneylenders and pawnbrokers, rotating savings 

and credit associations among friends, relatives, 

suppliers and shopkeepers. These sources not only 

provided the bulk of financial resources for female 

entrepreneurs, but also offered a number of 

potential advantages such as proximity between 

borrower and lender, immediacy of loan 
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disbursement, small loan size, flexible repayment 

schedules and minimal collateral requirements, 

they were costly and discriminatory(Biswas,2005). 

              The provision of sustainable access to 

financial services for women therefore, became the 

centre of attention of governments, social partners, 

civil society organizations, international donors and  

a core component of many women's micro 

enterprise programmes. It was these limitations in 

formal banking channels that led to the innovation 

of microfinance mechanisms. (Mayoux,2000). 

          Reserve Bank of India coming out with 

directives on various aspects of microfinance 

provision on the policy front, commercial banks , 

mainly in the public sector, regional rural banks 

and co-operative banks emerged as important 

channels of microfinance provision. They permitted 

„small pay-in‟ and „large take-out‟ credit to women 

as a result of  incessant insistence by women-

oriented studies highlighting the discrimination and 

struggle of women in gaining access to credit. 

        Successful microfinance institutions 

offered primarily short-term working-capital loans 

with a turnaround time for loan approval of less 

than two weeks (Christen et.al 1995); provided 

services close to borrowers' home or work; charged 

interest rates significantly above the rate of 

inflation, and had lower salary levels than 

financially less viable programmes. Like other 

financial institutions, microfinance institutions 

(MFIs) charged interest for the loans they made to 

their clients. The interest covered the high cost of 

making very small loans and personally servicing 

each client every week. It also covered the cost of 

managing the “centre meetings”; peer support 

group process and providing information on social 

services, personal development, health and other 

critical information that help clients improve their 

lives and the future of their families. Their rates 

were also affected by the rates MFIs themselves 

paid for borrowing the funds that they in turn lent 

to their clients. MFI interest rates could range from 

15 to 35 percent, depending on the conditions in 

each MFI‟s service area. Without microfinance 

programmes, the only alternative for very poor 

people was often borrowing from local “money 

lenders,” who regularly charged between 120 and 

300 percent. The popularity of the micro finance 

Self Help Groups became rampant from the 

widespread recognition that formal banking 

channels were largely ineffective in catering to the 

credit needs of the poor. 

        It was the Fourth World Conference on 

Women in Beijing (1995), put women‟s access to 

credit on the international agenda. The number of 

poor women receiving micro loans had more than 

doubled to 10.3 million poor by 1999. By 2005 it 

further increased to 69 million or 84% of the total 

number of poor receiving microfinance.  

Research Gap 

There are a good number of studies related 

to economic empowerment of women through 

Microfinance as early as Hashemi (1996), Kaladhar 

(1997), Mazumdar (1997)), Lathif (2001), 

NABARD(2002), and as current as, Garikipati 

(2012), Sibghatullah(2013), Mula et.al(2013), 

Ramakrishna et.al (2013) and Srinivas et.al (2014), 

Sunitha (2016), most of the above studies bring to 

light the positive effects of microcredit programs 

on women‟s empowerment or at least on certain 

dimensions or indicators of women‟s 

empowerment. However, a few studies deny these 

positive effects and point out that microcredit 

programs have not been able to change ownership 

rules or gender relations in households. They have, 

on the other hand, only increased tensions in 

households and, in certain cases, even 

disempowered women. 

Most importantly studies based on a 

comparison of Microfinance programme of 
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different States of India, especially, the highly 

contributory Southern States of Tamil Nadu and 

Kerala is sparse. The current study is a pioneering 

attempt to evaluate the impact of microfinance 

programme on economic empowerment of rural 

women with respect to the states of Kerala and 

Tamil Nadu. 

Need for the study 

         It is the intention of the investigator to 

examine through the present study whether 

provisions of Microfinance for the rural women 

could transmute the convivial equations in which 

this subset of the population lives. The study was 

conducted to appraise the impact of microfinance 

on economic empowerment of rural women of the 

neighbouring States of Tamil Nadu and Kerala. 

         The purpose is to assess the Impact- 

quality, efficacy, and value of Microfinance 

programme, as it is currently carried out, to monitor 

the ongoing process and to examine to what extent 

Microfinance has led to Saving Mentality in rural 

women leading to economic upliftment and 

empowerment so that the attention of the concerned 

authorities may be drawn to any drawbacks 

perceived in the current programme and that it 

might be timely rectified. 

II. OBJECTIVES 

1. To examine the relation between Educational 

status and Savings after joining SHGs 

2. To identify the factors determining monthly 

savings. 

3.To understand whether engaging in Microfinance  

programmes have increased  Saving habits as 

perceived in the increase in the saving deposits 

among the SHG women of Tamil Nadu and Kerala 

4.To understand the Constraints of savings of SHG 

women of Tamil Nadu and Kerala 

5.To explore the real world experiences of SHG 

women and officials concerned using unstructured 

interviews. 

Hypotheses 

H1: There is significant difference between 

Educational status and Savings of SHG members of 

Tamil Nadu and Kerala after joining SHGs. 

Methodology 

Selection of the Sample  

  Survey method was followed for the 

study. Primary data from among the 100 SHG 

members have been gathered by administering 

Questionnaires. Unstructured Interviews were 

carried out with the beneficiaries and officials of 

the various SHG‟s. Further data have been gathered 

through direct observation of the functioning of 

Income Generating Ventures engaged in by the 

SHG members. Secondary sources like Annual 

reports of the District Mission Offices of Mahalir 

Thittam and Kudumbasree, NABARD, RBI were 

also used.  

Sampling technique 

       In order to conduct the present study with 

much ease, retaining both randomness and 

representation of sample of the population, a Multi-

stage sampling design was adopted by the 

investigator rather than a single sampling 

technique.  

 In the first stage, a regional classification was 

made dividing India into six regions viz. 

Southern Region, Northern Region, North 

Eastern Region  Eastern Region, Central 

Region and Western Region on the basis of 

savings, the loans availed by MFIs through 

banks and loans outstanding  with Banks in the 

year 2016.  

 In the second stage, Southern Region was 

selected among the 6 regions because at the All 

India level, the Southern Region is having 

highest number of SHGs and outstanding 

banks loan with more than 50% as compared 

to other regions.  
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 In the third stage the Southern Region was 

classified into six states-Andhra Pradesh, 

Karnataka, Kerala, Lakshadweep, Tamil Nadu 

and Pondicherry. Out of these states, the two 

neighbouring states of Tamil Nadu and Kerala 

were randomly selected. 

 In the fourth and final stage, on the basis of the 

performance of the Microfinance Programme 

in the State of Tamil Nadu and  Kerala, 

Mahalir Thittam of Kancheepuram District 

was selected as sample to represent Tamil 

Nadu because it was found to be number one at 

state level in the formation of SHGs (Mahalir 

Thittam, District Profile 2011)  Kudumbashree 

of Alappuzha District was selected as sample 

to represent Kerala as it was found to be the 

most successful district in empowering rural 

women through SHGs (Evaluation of 

Kudumbashree,Kerala State Planning 

Board,2012).  

 In Kancheepuram district there are 17057 

SHGs units. (Mahalir Thittam, District Mission 

profile, 2011). Out of the 13 blocks 7 

neighbouring blocks were selected to control 

intruding variables. Two SHG units were 

randomly selected from each of the selected 

blocks and data was collected from 40 to 45 

SHG members on the basis of the availability 

of SHG women in the respective units on the 

day of data collection.  

 In Alappuzha there are 14686 SHG units. 

(Evaluation of Kudumbashree, Kerala State 

Planning Board,2012.) Out of the 13 blocks, 7 

neighbouring blocks were selected to control 

intruding variables.Two SHG units were 

randomly selected from each of the selected 

blocks and data was collected from 40 to 45 

SHG members on the basis of the availability 

of SHG women in the respective units. Thus 

towards the conduct of the present study, it 

was decided to take a total sample of 600 SHG 

members from both the states of Tamil Nadu 

III. FINDINGS 

Socio-economic status of SHG women of Tamil 

Nadu and Kerala.  

 The mean age of SHG members in Tamil Nadu 

is 40yrs and that in Kerala is 38 yrs. 

  In Tamil Nadu and Kerala, it is seen that the 

communities OBC and SCs take active 

participation in the Self Help Group. 

 On a comparison of Tamil Nadu and Kerala 

the per cent of married women is high 

compared to those of unmarried. Though the 

per cent of Separated and widowed women 

who come within the others group is not much 

significant, they too have started to take a 

prominent position in the categorization of 

marital status. 

 On a comparison the type of family in Tamil 

Nadu and Kerala reflects the growing tendency 

among the respondents to live separately as 

they become economically independent. 

 It is seen that in both the states, majority of the 

respondents have attained primary and High 

school level of education.  

 Before joining SHGs, the per cent of 

Unemployed category was high both in Tamil 

Nadu and Kerala, Part-time employed category 

was more prevalent in Tamil Nadu than in 

Kerala.  

 On a comparison between the two states, 

before joining SHGs respondents had high 

dependence on money lenders for availing 

loans and lacked banking habits.  

 Comparing the two states, after joining SHGs 

the respondents of Tamil Nadu spends 26 per 

cent on health and Kerala spends 26 per cent 

on domestic purposes. The trend in Tamil 

Nadu is found to be different from that of 

Kerala because Kerala is considered to be a 
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„Consumer Economy‟ which shows a tendency 

to focus more on sending on consumption 

goods rather than ones qualitative needs. 

 It can be understood that after joining SHGs 

women in both the states are economically 

better off. 

Influence of Microfinance on Economic aspects 

of SHG women of Tamil Nadu and Kerala with 

respect to monthly income, expenditure and 

savings. 

In Tamil Nadu and Kerala the reason 

behind joining SHG was to inculcate saving habits. 

 Comparing both the states the chief motivator 

behind joining SHG is their own personal 

interest. Self motivation is the best motivator 

that helps speedy empowerment.  This shows 

the capability of the women of both the states 

to take benefit from SHGs to become 

empowered.  

 On a comparison it is seen that the type of 

income generating ventures differ with respect 

to the social and geographic distribution of 

both the states. Such Income generating 

ventures help the women to become more 

empowered. 

 On a comparison, both the states are limited in 

the marketing of products and they are unable 

to involve in Direct marketing and whole sale 

marketing that would help them to establish an 

identity. 

Paired ‘T’-Test on Monthly Income Before and 

after joining SHGS  

H0 –There is no significant difference in 

the monthly income before and after joining the 

SHGs.    

Table 1 

Paired Samples Statistics (Tamil Nadu) 

 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Monthly Income Before Joining 609.77 300 585.253 33.790 

Monthly Income After Joining 1037.36 300 820.805 47.389 

Table 1 show that the mean monthly income of Tamil Nadu women before joining SHGs was Rs 

609.77. This has increased to Rs.1037. after joining SHGs.The Standard deviation of Tamil Nadu before 

joining SHGs was 585.253 and 820.805 after joining SHGs. 
Table 2 Paired Samples Test (Tamil Nadu) 

 

In Table 2 the t-value shows that there is significant difference in the monthly income of women in 

Tamil Nadu before and after joining SHGs. Hence the null hypothesis is rejected. 
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Table 3 Paired Samples Statistics (KERALA) 

 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Monthly Income Before Joining 543.46 300 444.669 25.673 

Monthly Income After Joining 931.32 300 692.281 39.969 

       

Table 3 shows that the mean monthly income of Kerala women before joining SHGs was Rs 

543.46.This has increased to Rs.931.32. after joining SHGs. The Standard deviation of Kerala before joining 

SHGs was 444.669 and 692.281 after joining SHGs. 

Table 4 Paired Samples Test(KERALA) 
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In Table 4 the t-value shows that there is significant difference in the monthly income of women in 

Kerala before and after joining SHGs. Hence the null hypothesis is rejected. 

On a comparison between the two states of 

Tamil Nadu and Kerala the mean monthly income 

before and after joining SHGs of Tamil Nadu 

women is greater than that of Kerala women 

Thus,the results of the Paired t-test showed that 

there is significant difference in the monthly 

income of women in Tamil Nadu and Kerala before 

and after joining SHGs. 

 The results of the Paired t-test showed that 

there is significant difference in the monthly 

expenditure of women in Tamil Nadu and 

Kerala before and after joining SHGs. 

 The results of the Paired t-test showed that 

there is significant difference in the monthly 

savings of women in Tamil Nadu and Kerala 

before and after joining SHGs. On a 

comparison between the two states of Tamil 

Nadu and Kerala the mean monthly savings 

before and after joining SHGs of Tamil Nadu 

women is greater than that of Kerala women.  

 

To understand whether engaging in 

Microfinance programmes have increased saving 

habits as perceived in the increase in the saving 

deposits among the SHG women of Tamil Nadu 

and Kerala 

 The saving habits of SHG women of Tamil 

Nadu and Kerala before and after joining 

SHGs were looked into. It was found that in 

Tamil Nadu only 9 per cent of the respondents 

has savings deposit in their own names where 

women are the sole operator of the account. 

Saving deposits after joining SHGs have 

increased to 11.7 per cent respondents. In 

Kerala before joining, only 6 per cent had 

individual bank accounts in their own names. 

This has changed to 9 per cent after joining 

SHGs.  

 On a comparison, in both the states women 

with personal saving deposit are very low. The 

situation has not much changed after joining 

SHGs. The real economic empowerment which 

could achieve long term development goals lag 
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when such active individual savings accounts 

are found neglible. It was understood by the 

respondent‟s conversations that such 

individual accounts are many at times broken 

to make purchases and that they are not able to 

utilize such money for their personal needs. 

This means they would have to depend on 

others when they are in need of their personal 

issues like going to a doctor, or when they in 

need of urgent money.  

Relation between Educational status and 

Savings after joining SHGs 

 In both Tamil Nadu and Kerala, there is no 

significant difference between Educational 

status and Savings after joining SHGs. 

Factors determining monthly savings 

Table 5 Determinants of Monthly Savings using Multiple Regression Analysis 

Dependent variable: savings after joining shgs 

Hetero skedasticity-robust standard errors, variant HC1

 

 

 

 

 

 

 

 

 

 

 

 

 

 The result of the Multiple Regression 

Analysis with respect to Savings  revealed that the 

regression coefficients of the predictor variables 

namely monthly expenditure after joining SHGs 

and duration of SHG membership have significant 

effect on the monthly savings of the respondents of 

both the states with a significance level of 0.00001 

and 0.03707 respectively.The R-squared value 

gives the goodness of fit of the model and the value 

being 0.356 indicates that 35.6 per cent of variation 

in the savings is influenced by the combined effect 

of the independent variables. 

 

 

 

 

 

 

 

 

 

To understand the Constraints of savings of 

SHG women of Tamil Nadu and Kerala. 

 In Tamil Nadu SHG women are demotivated 

due to constraints like Lack of spouse support 

& personal issues, lack of financial planning 

and irregular earnings conditions, in a 

consumer economy like Kerala, the SHG 

women are demotivated due to High cost of 

living and lack of financial planning.   

 

 

 

Repressors Coefficient Std. Error t-ratio p-value 

Const 65.0324 66.3551 0.9801 0.32745 

SD 29.9515 19.1701 1.5624 0.11872 

Duration of 

membership 
5.08267 2.43229 2.0897 0.03707** 

No of loans before 

joining 
−2.30341 6.49843 -0.3545 0.72312 

Age −0.927811 0.950871 -0.9757 0.32959 

Expenditure after 

joining 
0.248838 0.0278068 8.9488 <0.00001*** 

Mean dependent var 259.8000 
S.D.  

dependent var 
249.9657  

Sum squared resid 24071465 
S.E. of 

regression 
201.3066  

R-squared 0.356846 
Adjusted  

R-squared 
0.351433  

F(5, 594) 17.91847 P-value(F) 1.44e-16  

Log-likelihood −4031.246 
Akaike 

criterion 
8074.491  

Schwarz criterion 8100.873 Hannan-Quinn 8084.761  
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To explore the real world experiences of SHG 

women and officials concerned using 

unstructured interviews.  

 Almost over 80% of women more in SHGs 

seem to be misdirected regarding the 

utilization of the new access to money. 

Enamored by Hire Purchase Schemes rampant 

through the length and breadth of the country, 

they fall easy prey to the bad effects of 

consumerism and catch hold of every 

opportunity to make a show off of their proud 

possessions like television, Mobile Phone and 

motorbike purchased for hire by the men of the 

family for which they have very little money 

for fuel. Women negligibly had any deposits in 

their own name in any of the banks either 

before or after joining SHGs, other than the 

thrift savings they had entrusted to the SHG 

units. With the intention of availing more and 

more loans, women take membership in almost 

all the private SHGs falling a prey to the new 

debt-trap though only the SHGs of the 

Panchayats have a standing credibility. A 

shocking revelation is that in Kerala some 

SHG members (5%) even call back the „Blade 

Lenders‟ from whose deadly trap Microfinance 

had at one time relieved them through thrift 

investment, to pay back the loans drawn from 

banks. Women, at the advice of the men (90%) 

at home and friends (80%), seem to prefer 

lending out the loan amount for higher 

interests (60%) than getting themselves 

involved in any other income generating 

investments It is feared that this trend would 

turn out to be contagious due to the general 

disgust that has set in as a result of over 

politicization and the lethargic and indifferent 

attitude of the working force leading to 

uncertainty of success.  

 

IV. CONCLUSION 

       At this juncture, it is crucial to probe into 

the question whether Microfinance, the part and 

parcel of financial inclusion has made any strong 

impact on the Economic empowerment of rural 

women. The increase in individual monthly income 

and savings is nullified by the excessive spending 

habits of the women as perceived from their level 

of expenditure and the revelations from 

unstructured interviews.  

      Though the chief reason behind joining 

SHGs was the inculcation of saving habits, the 

inculcation of saving habits, monthly savings, 

nature of asset ownership questions the efficacy of 

Microfinance promises towards achieving 

Economic empowerment. Lack of financial 

planning, irregular earnings, issues from spouse 

and family, high cost of living, lack of freedom of 

mobility makes matters more unfavourable.  

Suggested measures and recommendations 

demands urgent need on part of the policy makers 

to overcome the current situation and help achieve 

the far reaching goals of Economic Empowerment. 
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