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Abstract 

The present study basically analyse the level of empowerment of people 

especially women in different loan cycle in the SHG loan. The study 

specifically examined the level of empowerment through microfinance 

in the region of North Kerala. Prevailing interest rate and repayment 

period of loan is supportive to the better utilisation of loan and thereby 

it brings empowerment. SHG members are participating in rural 

development, sustainable development, agriculture and commercial 

investment and thereby they are getting empowered. In the present 

scenario caste system and religious regulations are not supporting the 

women empowerment. By getting financial support to the poor 

automatically the whole society will get empowered. Reinvestment, loan 

system and financial support have significant impact on empowerment. 

The results of the study reveal that status of empowerment will vary 

according to the level of loan cycle. Higher loan cycle leads to higher 

empowerment. 
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1. INTRODUCTION

Microfinance is a vibrant sector in India. In 1976, Muhammad 

Yunus the Nobel laureate who found Grameen Bank in 

Bangladesh, later it led to a rapid growth for microfinance sector. 

The concept microfinance (MF) has emerged as a weapon to assist 

the poor people mainly focused on poverty reduction and women 

empowerment. Simply microfinance is the smaller amount 

financial services given to the financially backward section of the 

society. In India Microfinance institutions include NGOs, 

commercial banks, RRBs, and recently apart from that some large 

lenders also came forward to the sector. Most of the banks have 

linkage with SHG to provide credit to the borrowers especially to 

the poor. Microfinance helps the poor to access efficient provision 

of savings, credit insurance facilities and it is found to enable 

better standard of living for the poor. According to Suprabha [10] 

eradication of poverty is possible only when self-help groups 

(SHG) are engaged in income generating microenterprises. As 

opined by Thi Minh-Phuong Ngo & Zaki Wahhaj [21] women by 

attaining financial strength through SHG have better bargaining 

power when engaged in investing in autonomous activity. Beatriz 

Armendáriz de Aghion and Jonathan Morduch [1] observed that 

majority of the women typically benefit from smaller loans than 

men. Apart from poverty eradication micro finance (MF) also 

helps in agriculture which is the major contributor of national 

income, so MF is highly influencing economic development. To 

the some extent SHG tries to link the economic recourses and 

undermined their sustainability mainly because the banking 

system uses different kinds of tools to attain inclusive innovation 

and social entrepreneurship in India (Lina Sonne [20]). The 

present study basically analyse the level of empowerment through 

loan provided by the SHGs. The study specifically examined the 

level of empowerment through microfinance in the region of 

North Kerala. Further the study measures the level of 

empowerment based on loan cycle, satisfaction towards loan, 

utilisation of loan, and productivity. In Indian context 

microfinance is growing rapidly through the important objective 

of financial inclusion. In practice it could attained only through 

the micro-credit. Grameen Banks and SHGs are actively 

participating for the accomplishment of financial inclusion 

through microfinance. SHGs are mostly engaged for the welfare 

of women through affordable loans and other programmes. SHG 

loans help them to engage in agriculture activities micro 

enterprises. There are a very few studies that empirically support 

the relationship of loan cycle (Different stages of loan) and 

empowerment through microfinance. The study basically 

conducted to boost the performance of microfinance institutions 

in North Kerala. Thereby the scope of current study is limited to 

North Kerala. The result emerged from the study will help to 

create awareness about women entrepreneurship in North Kerala 

and to give suggestion to local authorities and to inform 

government to formulate supportive and satisfactory policies 

regarding women empowerment and microfinance institution’s 

loan policy etc. The objective of the study is to examine extend of 

empowerment at various levels of loan cycle and give suggestions 

for attaining increased level of empowerment. The study also test 

the satisfaction level of prevailing loan system, to analyse the 

utilisation and investment of loan amount, to test the influence of 

micro-credit in the social environment and finally to test the 

socio-economic impact of microfinance. 

2. REVIEW OF LITERATURE

Microfinance is considered as a weapon for poverty 

alleviation and to get empowerment in developing countries by 

supporting entrepreneurship. Woodworth [23] opined that 

microfinance is useful to lift developing economies from the 

poverty. Microfinance plays a very major role for promoting 

women entrepreneurships. Olaf & Adnan [22] found that 

Microfinance has an influence on empowerment of female 

borrowers. According to World Bank “Empowerment is the 

process of increasing assets and capabilities of individuals or 

group to make purposive choices and transform those choices 

into desired actions and outcomes.” Obviously the intention of 

microfinance is to bring empowerment. Microfinance may be a 

substitute to macroeconomic solutions that are frequently used 

in development programs (Woodworth [23]). Robinson [19] 

opined that Microfinance programs are aims to provide 

assistance for poorest section of the society, accordingly 

microcredit and development programs are framed. There are lot 

of studies in the literature supporting the casual link between 

microfinance access and women empowerment. Micro finance 

is contributing more to the empowerment of women. Reidar, 

Bert and Roy [18] found that women leadership has more 
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association with larger board, younger firms, a non-commercial 

legal status and more female clientele and also found that female 

chief executive officers and female chairman of the board are 

positively related to MFI. Micro finance helps to boost the 

investment capacity of women in business. Thi-Minh & Zaki 

[21] observed that women achieved financial strength through 

SHG have better bargaining power when they dealing with 

investing in autonomous activities. Micro finance institutions 

are providing loans to the women to build their business.  Beatriz 

& Jonathan [1] opined that majority of the women are getting 

benefits from smaller loans than men. 

To measure the level of empowerment, it is beneficial to know 

the status of the financial assistance provided as a means of micro 

finance, SHG and Grameen banks are proving loans to women to 

engage in investment activities. Olaf & Adnan [22] found that 

women in higher loan cycle were on higher level of empowerment 

and thereby it is clear that micro finance plays an important role 

for empowerment. Goetz & Gupta [7], Kabeer [11], Khan & 

Noreen [12] opined that the way of utilising the loan amount is 

seen to be a central component of financial empowerment. The 

borrower should be capable to enable the best way of utilisation 

and bringing an efficient and adequate return from that by 

improving the pay back rate. In addition SHG loans considered as 

the proxy for clients poverty level, Cull et al. [14], Nadolnyak 

[24], Hremes et al. [14]. Even though loan size is differ across the 

sectors since large loans is for poor people, just as small loans 

may be for richest people. 

Micro finance has a crucial role in the society; the impact of 

micro finance is more comparing to other source of assistance to 

the poor. (Arindam & Pravat [3]) Financial inclusion is possible 

when it reaches to the poorest section of the society only, thus it 

is predicted that an all-encompassing micro finance system would 

build up the process of financial inclusion in India and thereby 

would promote empowerment of the society, especially women 

empowerment. 

3. DATA AND METHODOLOGY

The major portions of the data have been collected from 

primary source through structured questionnaire. Sample of three 

hundred were selected from three districts of North Kerala namely 

Kannur, Wayanad and Kozhikode. In order to study the factors 

affecting the empowerment of women entrepreneurs a regression 

analysis was conducted. In order to understand about the 

relationship of loan cycle on loan system, financial support, 

reinvestment social impact and empowerment, multivariate 

analysis of variance (MANOVA) was estimated. Loan system in 

the sense, how much loan amount the beneficiaries are getting 

through the Micro Finance institutions. 

Three hundred questionnaires were used for the study and 15 

SHGs have been taken as sample from three districts in North 

Kerala. We considered empowerment as dependent variable and 

independent variables include loan system, social environment, 

loan satisfaction, social impact, re-investment and financial 

support of SHG. Regression estimates were used to predict the 

relationship between empowerment and independent variables 

such as loan system, social environment, loan satisfaction, social 

impact, re-investment and financial support of SHG. 

4. RESULTS

Regression analysis was estimated to know the relationship 

between empowerment and independent variables includes loan 

system, social environment, loan satisfaction, social impact, re-

investment and financial support of SHG and loan cycle. 

Model summary table shows that 74.9% of independent 

variable are able to predict the dependent variable with an 

adjusted R square 0.749. 

4.1 COEFFICIENTS 

Table.1. Coefficients 

Variable Beta Significance Level 

Loan System 0.173 0.003 

Social Environment -0.123 0.091 

Social Impact 0.305 0.001 

Reinvestment 0.001 0.092 

Financial Support 0.284 0.000 

Loan Cycle 0.014 0.082 

The Table.1 shows that, when we are considering loan system 

0.173 changes in loan system will lead to 1% change in 

empowerment. People are getting more empowered by utilising 

the size of loan amount at prevailing interest rate and repayment 

period. In their opinion the loan amount is adequate and 

comparatively less collateral is the attraction of SHG loans. To 

get 1% change in empowerment there want be 0.305 changes in 

social impact. Through SHG women are participating in rural 

development, sustainable development, agriculture and 

commercial investment and thereby they are getting empowered. 

With a coefficient of 0.01 changes in reinvestment will lead to a 

1 % change in empowerment. By utilising the loan in a productive 

manner people are getting empowered. Social environment will 

create a negative impact on empowerment, i.e. -0.123 changes in 

social environment will lead to 1% change in empowerment. We 

have considered current caste system and religious regulations as 

social environment factors. The prevailing caste system and 

religious regulations are not supporting the women 

empowerment. So a negative change in the current social 

environment will lead to increase in empowerment. Further 0.284 

changes in the financial support will lead a 1% increase in 

empowerment. By getting assistance to the poor automatically 

whole society will empower through better financial support. 

With a coefficient of 0.014 increases in loan cycle will lead to 1% 

increase in empowerment. The F test is also significant at one 

percent showing that the model is fitting well. 

So it is clear that for better empowerment we need to increase 

loan cycle. Reinvestment, loan system and financial support have 

significant impact on empowerment. In order to increase 

empowerment people should make better employment of fund. 

SHG should make the clients to feel financially secured. Social 

environment is very near to the Empowerment. So the society 

should liberalize its religious regulation for better empowerment. 
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In order to understand about the relationship of loan cycle on 

loan system, financial support, reinvestment social impact and 

empowerment we have done MANOVA. 

4.2 MULTIVARIATE TEST 

Table.2. Multivariate 

Test Value Significance 
Partial Eta 

Squared 

Pillai’s trace 0.091 0.002 0.046 

Wilks’ lambda 0.910 0.002 0.046 

Hotelling’s trace 0.097 0.002 0.046 

Roy’s largest root 0.070 0.001 0.065 

BOX’s M test shows a significance of 0.301 suggest that 

hypothesis of equal variance metrics cannot be rejected so the 

study can be continued with MANOVA. Bartlett's Test of 

Sphericity is also significant at 1% level. Descriptive statistics in 

MANOVA shows that, people belong to all cycle having same 

opinion about loan system, social impact and empowerment. That 

is they are agreeing with all of these. Regarding loan system they 

are satisfied with interest rate, repayment period and loan amount. 

About financial support they have an opinion that Micro Finance 

can be considered as a financial (Beatriz [1]) supporter. Because 

without collateral economically backward people are getting 

financial assistance. Loan cycle is highly influencing sustainable 

development, rural development commercial and agriculture 

development. So about social impact people are showing fair 

opinion. Benefit through Micro Finance is basically depends up 

on how much the level of empowerment people got from the 

financial assistance provided by SHG, that means through the 

loan. So, standard of living has increased thereby people are 

getting empowerment in all areas. Regarding reinvestment people 

in different loan cycle have different opinion. People in first loan 

cycle is not satisfied, people belongs to second loan cycle shows 

neutral opinion and people in third cycle have good opinion about 

the role of Micro Finance in empowerment. Return from the loan 

amount at first cycle is not adequate for both repayment of loan 

and reinvestment. People belongs to second loan cycle is having 

neutral opinion about relationship of empowerment and loan 

cycle. In the view of people in third cycle, reinvestment is possible 

with loan amount. 

The Table.2 shows significance at 1% level. So we are 

rejecting the null hypothesis, i.e. there is no relation between 

empowerment and loan cycle. And we are accepting alternative 

hypothesis that there is relation between empowerment and loan 

cycle. 

5. CONCLUSION 

The study tries to test whether there is any relationship with 

the empowerment through microfinance and level in loan cycle. 

The results of the study reveal that status of empowerment will 

vary according to the level of loan cycle. Higher loan cycle leads 

to higher empowerment. The reason behind higher empowerment 

is that they have already repaid the previous loan that they have 

taken from and this it is clear that they have utilised the loan 

amount in fruitful way. For getting higher level of empowerment 

people have to utilise the loan amount in a productive manner by 

making reinvestment in agriculture, small scale enterprises etc. 

Through this study we are suggesting the SHG members that, they 

have to use loan amount for respective purpose and have to 

develop small micro enterprise with the loan amount. The 

authority also should monitor the utilisation of loan and should 

conduct awareness on women empowerment. The government 

should formulate favourable and liberalised policies towards the 

functioning of SHG and women empowerment. 
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