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A STUDY ON DEPLOYMENT OF EFFECTIVE MICRO FINANCE FOR WOMEN EMPOWERMENT

DR. P. ANBUOLI
FACULTY
DEPARTTMENT OF MANAGEMENT STUDIES
ANNA UNIVERSITY OF TECHNOLOGY MADURAI
MADURAI

ABSTRACT

Micro-finance programme gives women access to savings, credit and other services to reach millions of people worldwide bringing them together regularly in
organized groups. This paper presents a fascinating case for why strategically planning for empowerment approaches is so crucial in the context of a
microfinance sector where more and more practitioners are becoming complacent toward empowerment under the assumption that microfinance practices
automatically produce significant empowerment benefits for women. Women empowerment is not region or country problem, it is existing all over the world. In
this study both primary and secondary data have been employed to test the suitability of micro insurance models and products available to the women
empowerment. The role of micro finance institutions towards strengthening the women community has been examined. In order to check the women
entrepreneurs satisfaction level in usefulness of micro finance models and products tested through employing weighted average score method. Micro savings,
micro credit and RSCA and SHGs are the best products and models to the women entrepreneurs. Micro finance is a useful mechanism, which lays foundation
stone for the social and economic development in the life of poor, uneducated, rural and unprivileged women. Micro finance schemes are removed the chronic
poverty of many families, the ultimate credit goes to women members of the family.

KEYWORDS

Women Empowerment, Micro Finance, Micro Savings, Micro Credit, Micro Finance Models, Self-help Group.

INTRODUCTION

omen Empowerment refers to the act of increasing education, employment, emancipation, entrepreneurship and economic strength of women in

the modern civilization. Women Empowerment is a hypothesize state about the way things are and can be. Basically it’s about the empowering

women power, helping, achieving, and succeeding in their life. Empowerment is defined as the processes by which women take control and
ownership of their lives through expansion of their choices. Nowadays, increased awareness among the educationist and industrialist, helped to enhance
women status through education, employment and emancipation in some extent. It is relatively easy for privileged and upper income class women. Lower
income and less privileged communities are unable to take part in the education, employment and emancipation. Along with economic health of a family
depends upon the income stream of the breadwinner. If the breadwinner is male, there is any unexpected demise or if he is a drunkard, the economic life of the
family gets affected largely. This is the true scenario persists in many developing nations. The real focus is obligatoryto strengthen the income of the women
belongs to lower and middle income class. In rural India, gender discriminations highly affects the livelihood of women, also they are not allowed to start any
business ventures on their own. Women empowerment can take place at a hierarchy of different levels like individual, household, community and societal and is
facilitated by providing constructive stimulus and eradicating inhibiting influences.Women’s empowerment in India is heavily dependent on many different
variables that include geographical location, educational status, social status, and age. Policies on women’s empowerment exist at the national, state, and local
levels in many sectors, including health, education, economic opportunities, gender-based violence, and political participation. However, there are significant
gaps between policy advancements and actual practice at the community level.
Three vital practices have been recognized as essential for women empowerment and bridging the gap between actual and policy advancement. The first is
social enlistment and communal agency, as poor women often lack the basic capabilities and self-confidence to counter and challenge existing disparities and
barriers against them. Often, change agents are needed to catalyze social mobilization consciously. Second, the process of social mobilization needs to be
accompanied and complemented by economic security. As long as the disadvantaged suffer from economic deprivation and livelihood insecurity, they will not
be in a position to mobilize. Third, establishing suitable innovative micro financial products through banks or any financial institution framework will stabilize its
life.

STATEMENT OF PROBLEM

In India, gender discrimination remains to stand in the way of women securing capabilities and opportunities, even after decades of discussion. It is a mystery
that the region has raced so far and fast in expanding its economies but has extended only a limited share of the benefits to women of the country.Women are
paid lower than the men; it is difficult to create a massive fund with the small savings from their earnings. Now banks and financial institutions not interested to
offer suitable products for poor and unprivileged segments. Micro finance is the best vehicle to reach ultimate goal of the women. It offers bundled product like
insurance, savings, pension, money transfer, loans at lower denominations. A majority of microfinance schemes target women with the explicit goal of
empowering them. There are varying underlying motivations for pursuing women empowerment. Some argue that women are amongst the poorest and the
most vulnerable of the underprivileged and thus helping them should be a priority. The importance of women to economic development of India was first
acknowledged during the country’s struggle for independence. Women-owned business has the potential to make significant assistances to job creation and
economic growth, economic empowerment of women changes the balance of power because it allow half the world’s population to contemplate higher goals
than basic survival. In rural areas, there is an urgent need of empowering women. The establishment of self-help groups and microfinance will enhance their
socio-economic status in society.

Micro finance helps women to get small loan for business and it gives them an autonomous means of making wealth and becoming self-reliant in a society. The
success of micro credit initiatives has often been attributed to their particular focus on empowering women and encouraging their self-reliance through
developing their own means of income. It is observed that majority of rural women who are associated with self-help group actively positively succeed to gain
themselves empowered. In India self-help groups are a suitable means for empowerment of women. Microfinance programmes intends to arrest the most
burning issues i.e. poverty and unemployment, which are main hurdles in the process of development. It can be defined as a 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 level and improving
living of standards.

REVIEW OF LITERATURE

A review of the literature raises questions about the degree to which women keep a control over assets acquired as a result of loans from SHGs. Research (Goetz
and Sen Gupta 1996; Mayoux 1998) shows that only a minority of women receiving credit from poverty-oriented microfinance programmes are controlling their
loans; many women are merely ‘post-boxes’: passing on the full amount of their loans directly to their husbands, sons or sons-in-law, with little or no access to
the income generated and receiving back only enough money to make weekly loan repayments. Goetz and Sen Gupta (1996) found that, on average, only 37 per
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cent of loans provided by four different Bangladeshi credit organizations were either fully or significantly controlled by women, where significant control does
not include control over marketing, and may thus imply little control over the income generated.

Kabeer (1998) distinguishes between women as marginal, joint or primary decision makers, using a matrix, which considers women'’s role in decision-making
regarding the use of the loan, participation in running the business, and the use of profits. She writes that it is important to acknowledge this complexity in
household gender relations, and to reflect on the mix of structural, individual and programme factors which influence the degree of control women are able to
take over their loan.

Pitt and Khandker (1995) investigated the decision-making outcomes according to the gender of the loan borrower to infer the gender differences within the
household. However, it is difficult to interpret their results that state those loans to men were likely to have a greater fertility-reducing effect than loans to
women. Kabeer (1998) suggests that this could have been due to the fact that they try to make assumptions about agency on the basis of evidence on
relationship between resources and achievements.

Amin, Becker and Bayes (1998) split the concept of women’s empowerment into three components each measured separately: Inter-spouse consultation index,
which seeks to represent the extent to which husbands consult their wives in household affairs; Individual autonomy indexes which represents women'’s self-
reported autonomy of physical movement outside the house and in matters of spending money; and the Authority index, which reports on actual decision-
making power, which is traditionally in the hands of the patriarch of the family. These indices are similar to those of used by Balk in her (1994) study.
Comparable components of empowerment are included in the eight indicators by Hashemi (1996): mobility, economic security, ability to make a small purchase,
ability to make larger purchases, involvement in major decisions, and relative freedom from domination by the family, political and legal awareness, and
involvement in political campaigning and protests.

Fernandez (2008) argues that this minimalist approach of mere financial intervention for enterprise development is not particular to microcredit provided by
Microfinance Institutions but also to large banks, where the former often follows this approach under pressure of achieving financial sustainability. In an in-
depth and detailed analysis of micro finance, Kalpana (2008) shows the diversity of bypass strategies implemented by women to do as if they were using
microcredit for productive use. The motivation here was to access credit rather than to redefine the uses to which it was put as productive. But definitely this is
a reflection of women’s capacity to negotiate access to resources and use them for their livelihood promotion.Dichter (2007), in a book entitled, What’s Wrong
with Microcredit, says that it is unrealistic to expect microfinance to noticeably affect growth or successful business development.

RESEARCH METHODOLOGY

OBJECTIVES OF THE STUDY

This study has been conducted to:

. Check the suitability of micro finance products and models for women empowerment.

. Identify the role of micro finance institutions in strengthening women empowerment.

. Study the women empowerment approaches in micro finance.

. Analyze the past performance of micro finance activities in India.

. Know the women entrepreneurs opinion as to micro finance services and models.

SAMPLE AND DATA

In this present study, both primary and secondary data considered for analyzing the suitability of micro finance product and on women empowerment. The
sample consists of 100 women entrepreneurs selected from the various parts of Tamilnadu. The basic idea for selecting sample is depends up on the availability
of women candidates using the micro finance services from any model and the same women candidate should be uneducated or less educated. The women
entrepreneurs are engaged in the business of agriculture, fisheries, brick manufacturing, tailoring, retail stores, cracker manufacturing, horticulture, handlooms,
power looms, etc. Urban and rural women entrepreneurs/small business owners are treated equally. A detailed questionnaire is presented, in order to collect
the required data from the respondents.

SUITABILITY OF MICRO FINANCE PRODUCTS

The portfolio of microfinance products and services has dramatically changed in the past one decade with the entry of a variety of microfinance service
providers and intermediaries. Today, microfinance products and services broadly include credit, savings, insurance, money transfer and micro-leasing products.
The women need a secure place to save their money and access to insurance for their homes, businesses and health. Microfinance institutions are now
innovating new products to help meet these needs, empowering the women to improve their own lives. Products commonused in the microfinance sector today
is:

Micro Savings — It facilitates achance to save money without any minimum balance. It allows women members to retain money for future and unexpected costs.
Women members save small amounts of money, as little as a few rupees a month in a group fund. They may borrow from the savings account for a variety of
purposes ranging from household emergencies to school fees. As women prove capable of managing their funds well, they may borrow from a local bank to
invest in small business or farm activities. Banks typically lend up to four rupees for every rupee in the group fund;

Micro Insurance — Gives the entrepreneurs the chance to focus more on their core business which drastically reduces the risk affecting their property, health or
working possibilities. The is different types of insurance services like life insurance, property insurance, health insurance and disability insurance. The spectrum
of services in this sphere is constantly expanded, as schemes and terms of providing insurance services are determined by each company individually;

Micro Leasing — For women entrepreneurs or women owned small businesses who can’t afford buy at full cost they can instead lease equipment, agricultural
machinery or vehicles. Often no limitations of minimum cost of the leased object;

Money Transfer — It is a service for transferring money, mainly overseas to family or friends. Money transfers without opening current accounts are performed
by a number of commercial banks through international money transfer systems such as Western Union, Money Gram, and Anelik. On the surface they may
seem like small money transfers, but when one considers that such transactions take place millions of times around the world each week, the numbers start to
become impressive.

Micro Credit - Microcredit is the name given to small loans made to poor people who are regarded as bad financial risks, by conventional banks, as they have
insufficient savings or assets to obtain a loan. Despite the diversity of definitions the word micro credit generally means the following.

TABLE NO - 1: MICRO CREDIT PRODUCTS, PURPOSE, DURATION AND INTEREST RATE (Hypothetical figures)
Type of Loan Purpose Duration Interest rate
Income Generation Loan (IGL) | Income generation, asset development 50 weeks loan paid weekly 12.5% (flat) 24% (effective)
Mid-Term Loan (MTL) Same as IGL, available at middle (week 25) of IGL 50 weeks loan paid weekly 12.5% (flat) 24% (effective)
Emergency Loan (EL) All emergencies such as health, funerals, hospitalization | 20 weeks loan 0% Interest free
Individual Loan (IL) Income generation, asset development 1-2 years loan repaid monthly | 11% (flat) 23% (effective)

(Source: microcredit.india.com)
The Income Generating Loan is used for a diversity of activities that generate income for their families. The Mid Term Loan is available to clients after 25 weeks
of repaying their IGL loan. A client is eligible for a MTL if the client has not taken the maximum amount of the IGL. The residual amount can be taken as a MTL.
The Emergency Loan is available to all clients over the course of a fiscal year. The loan is interest free and the amount and repayment terms are agreed upon by
the MFI and the client on a case by case basis. The amount is small compared to the income generating products and is only given in times of dire need to meet
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expenses such as funerals, hospital admissions, prenatal care and other crisis situations.The Individual Loan is designed for clients and non-clients that have
specific needs beyond the group lending model. Loans are given to an individual outside of the group lending process. Amounts are typically higher than that of
the income generating loan and repayments are less frequent. Applicants must complete a strict business appraisal process and have both collateral and a
guarantor.

MICROFINANCE MODELS

Microfinance itself is a credit lending model, and within this lending model exist several subcategories, i.e. microfinance lending models, which differ in terms of
where their funds are sourced from, and how the money is governed. This post briefly mentions each lending model and lists microfinance providers that follow
these models. In India, some of the models are not popular and women members are not interested to take part in the same models.

Associations —Generally association is formed by the poor in the target community to offer microfinance services to them. The association, which can form on
the basis of gender, religion, or political and cultural orientation of its members, then gathers capital and intermediates between banks, MFIs and its members.
SHGs are the best example to associations.

Grameen Bank/ Village Banking—These are formal versions of ‘associations’ and are created by members of a target community who wish to improve their living
standards and to generate employment. By offering microfinance services, these banks seek to develop their communities.Guarantees are provided by social
collateral as services are distributed through 5-member groups where each member’s eligibility for loans is based on his/her peer’s performance.

Cooperatives - Cooperatives are very much like Associations and Community Banks except that their ownership structure does not include the poor. A group of
middle or upper class individuals may form a co-op to offer microfinance services to the poor.

Credit Unions - In a credit union, members of a target community gather their money and make loans to one another at low interest rates. Compared to
community banks, credit unions are smaller and non-profit oriented, charging interest rates that merely allow sustainability.

Non-Governmental Organizations - Unlike community-based models, NGOs are ‘external organizations’ and their activities range from offering microfinance
services to improving credit rating of the poor, training, education and research. NGOs may also act as intermediaries between the poor and donor agencies and
operate locally, as well as globally.

For-profit Banks - Commercial Banks, as well as specialized Microfinance Banks offer various financial services to the poor but the main purpose may be to
secure a high return on investment. Unlike other models, the aim is social development as well as financial progress, beyond institutional sustainability. Read
about a bank that exploited the poor under the guise of microfinance.

Rotating Savings and Credit Associations - These are small groups, typically composed of women, where each member makes ‘regular cyclical contributions into
a common fund’, which is given entirely to one member at the start of each cycle. The benefit of this model is the matching of a client’s cash flows with the loan,
the ability to structure the deal without interest rates, and the absence of over-head costs.Because of the evolving nature of microfinance theory and practice,
models other than the ones mentioned above may exist.

ROLE OF MICRO FINANCE IN WOMEN EMPOWERMENT

Provision for targeting women in microfinance programmes comes from organizations of extensively differing political perceptions. There has recently been an
apparent convergence of policy and terminology and common concerns with sustainability, participation and empowerment as donor agencies and NGOs have
attempted to address their critics, and activists have become engaged in constructive dialogue. However, underlying the current apparent consensus, it is
possible to identify three contrasting ‘focus’ with different underlying aims and understandings and different policy prescriptions and priorities in relation to
both micro-finance itself and to women empowerment policy as summarized in Table 2.

TABLE 2: MICRO FINANCE FOCUS ON WOMEN EMPOWERMENT

Focus on Feminist Empowerment Focus on Alleviation of Poverty Focus on Finance Sufficiency
Focus Point Micro finance is needed to develop women Micro finance is needed for poverty Self-sufficiency scheme of micro finance
participation in social, political and economic area alleviation will increase access of poor people
Target Poor women Chronic poor, the poorest The entrepreneurial poor
Reason for Gender equality, human rights, freedom More female poverty Capital formation and economic
Selection Deficiency to meet basic needs. development.
Creating SHGs. Equal opportunity
Deployment Gender awareness and feminist organization Small savings and loans. Low interest rates
Strategy Developing group for community Separate entity for micro finance.
welfare. Multiple services provision.
Suitable Services | Camps, activities to stress the importance of Making awareness on financial planning Guidance on marketing of goods,
women effective usage of finance

(Source: Micro finance service recommendation report 2009)

The feminist empowerment focus is firmly rooted in the development of some of the earliest microfinance programs in the South, including the Self-Employed
Women’s Association in India. Its underlying concerns are gender equality and women’s human rights. Microfinance is promoted as an entry point in the
context of a wider strategy for women’s economic and socio-political empowerment that focuses on gender awareness and feminist organization. The poverty
alleviation focus also differs in many of its interpretations and understandings of empowerment in microfinance. Poverty alleviation under this paradigm is
defined in broader terms than market incomes to encompass increasing capacities and choices and decreasing the vulnerability of poor people. The main focus
of programs as a whole is on developing sustainable livelihoods, community development and social service provisions like literacy, healthcare and infrastructure
development. There is not only a concern with reaching the poor, but also the poorest. The financial sufficiency focus has very different views on many of these
issues. Its definitions of empowerment are in essentially individualist terms with the ultimate aim being the expansion of individual choice or capacity for self-
reliance. The paradigm assumes that increasing women'’s access to microfinance services will in itself lead to individual economic empowerment through
enabling women's decisions about savings and credit use, enabling women to set up micro-enterprises, and increasing incomes under their control. It is then
assumed that this increased economic empowerment will lead to increased well-being of women and also to social and political empowerment.

WOMEN EMPOWERMENT APPROACHES IN MICRO FINANCE

Micro finance institutions are primarily started with the objective of social and economic uplift of unprivileged and poor in the country. There is plenty of micro
finance products are offered to the poor community. The existence of well-equipped micro finance institution can empower women livelihood. There are
multiple finance facilities are freely available with low cost to the macro enterprises. But this is a bane for the micro enterprises, largely these are established by
the poor and women candidates. Lower education, inexperience in approaching officials, lack of awareness in conduction of business and so on is the hurdle for
the women in the society. This can be avoided by implementing participative approach and program related approach. Micro finance institutions should
consider participation from program participants, staff, and donors at many levels of an organization. This participatory approach advocates that strategies for
women’s empowerment be mainstreamed into the policies and procedures of an organization as a way to create fundamental change in gender relations and
increased empowerment for women. Participative learning, management and action are highly possible while adopting this approach.In addition to the above,
leaders of microfinance institutions should consider adopting new program-related empowerment strategies that allow many elements of their current
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programs to achieve greater empowerment impact. In undertaking these strategies, micro finance institutions need to rethink many of their current program-
related best practices in light of how they can better address gender and empowerment issues.

PAST PERFORMANCE OF MICRO FINANCE

A significant proportion of the poor, many of whom work as agricultural and unskilled or semi-skilled wage laborers, micro-entrepreneurs and low-salaried
workers, were historically excluded from the formal financial system. According to the Government of India’s Report (2008) of the Committee on Financial
Sector Reforms, only 34.3% of the people in the lowest income quartile have savings and only 17.7% have a bank account. By contrast, in the highest income
quartile, 92.4% have savings and 86.0% have bank accounts. Factors contributing to such low savings rates and bank account participation are the lack of access
to banks in rural India and cultural perceptions of risk among the poor associated with formal banking. In addition, the poor lack access to other formal sources
of credit as well.

The same report estimated that 29.8% of the lowest income quartile obtained a loan in the last two years, of which only 2.9% were from banks. In comparison,
16.3% of the highest income quartile obtained a loan in the last two years, of which 7.5% were from banks. In other words, the lowest income quartile obtained
only 9.6% of all loans from banks while the highest income quartile obtained 45.8% of all loans from banks. Even though the majority of small loans by banks are
at low interest rates, the poor borrow predominantly from informal sources, especially money lenders, landlords, local shopkeepers and traders at much higher
rates. In the lowest income quartile, over 79.0% of loans were from these sources, while only 10.8% were from SHGs and MFIs. The 2006 World Bank Report on
Improving Access to Finance for Rural Poor, or Improving Access Report, found that the interest charged on loans from informal sources averaged 48.0% per
annum.

Several steps have been taken by the Government of India and the Reserve Bank of India, or RBI, to increase access to banking in India. The banking sector
witnessed large scale branch expansion after the initial phase nationalization of banks in 1969. Mandatory requirements were placed on banks to direct large
proportions of their credit to priority sectors, including agriculture, small-scale industries and other sectors identified as critical to economic and social
development.

OPINION ANALYSIS OF WOMEN ENTREPRENEURS
In order to study the opinion of women entrepreneurs with regard to the effectiveness of various service rendered by the micro finance institutions, 100 women
entrepreneurs selected from the various parts of Tamilnadu. Convenience sampling system has been adopted to select the sample for this study. A detailed
questionnaire prepared on a five point scale stating Highly Useful, Useful, Do Not Know, Less Useful and Not Useful classifications. Weighted average scores have
been calculated on the basis of weights assigned, that is, 5,4,3,2 and 1 respectively. The responses of women entrepreneurs to these items are presented in
Table 3.

TABLE —3: OPINION OF WOMEN ENTREPRENEURS ON MICRO FINANCE

Micro Finance Services | Highly Useful | Useful | Do Not Know | Less Useful | Not Useful | Weighted Average Score
Micro Savings 51 31 4 5 5 27.33
Micro Insurance 26 59 5 9 1 26.67
Micro Leasing 15 28 4 46 7 19.87
Money Transfer 18 65 3 12 2 25.67
Micro Credit 59 35 3 2 1 29.93

(Source: Primary data)
It is clear from the table 3, that woman entrepreneurs have paid highest importance to micro credit than the other services offered by the entrepreneurs.
Highest weighted average score 29.93 marked by the total respondents. Micro savings is the next choice to the women entrepreneurs; it is place second among
the five micro finance services. Micro insurance and money transfer is a useful service to the respondents; this is placed third and fourth among the five services
offered by the micro finance institutions. Micro leasing is the new concept and the same is not popular among the women entrepreneurs.

TABLE —4: OPINION OF WOMEN ENTREPRENEURS ON SUITABILITY OF MF MODELS

Micro Finance Services | Highly Useful | Useful | Do Not Know | Less Useful | Not Useful | Weighted Average Score
SHGs 62 29 7 2 0 30.07

Banks 34 38 12 6 10 25.33

Cooperatives 27 24 31 14 4 23.73

NGOs 32 31 22 12 3 25.13

Village Bank 23 29 26 14 8 22.07

Credit Union 12 38 12 23 15 20.6

RSCA 68 27 1 3 1 30.53

(Source: Primary data)
It is evident from the table 4, Rotating saving and credit associations, are highly useful for the women entrepreneurs. Weighted average score of 30.53 is
strongly evidenced to their expectations on the service provided by the RSCAs. Self-help group model is the next choice to them; this is also equally welcomed
among the women entrepreneurs, the weighted average score of 30.07 indicates their expectations. Followed that banks and NGOs are placed third and fourth
respectively, this is also considered as useful. Next priority is given to cooperative and village bank models by the women entrepreneurs. Credit union is not a
suitable model to the women entrepreneurs, and they are not having enough idea about the same.

CONCLUSION

Increasing the contribution of micro-finance to women’s empowerment will require firstly much greater commitment and coherence in the underlying
programme vision. This present study is conducted to check the suitability of micro finance products and models involved in the women empowerment, micro
savings and micro credit are the two popular products to the women. There is multiple micro finance models are prevailing in the country, among all, self-help
group and rotating savings and credit associations perceived as the suitable to the women empowerment activities. Micro finance institutions are deploying
three kind of focus on women empowerment. These focuses are directly related with the social and political empowerment of women, gender equality and
participation in community and financial self-sustainability by creating women entrepreneurs. Participative and program-related approaches are largely effective
for the empowering women. Largely, in light of existing evidence on gender impact in microfinance institutions, leaders in the microfinance field can no longer
be self-satisfied and assume that current program services are automatically empowering to women. Nor can they avoid empowerment approaches in fear of
constant conflict with financial sustainability aims. Instead, they need to actively embrace empowerment approaches in microfinance institutions. By doing
this, they will be able to realize their full potential in contributing to the holistic agenda for women empowerment.
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