www.ijcrt.org © 2015 IJCRT | Volume 3, Issue 2 June 2015 | ISSN: 2320-2882

Empowering Women Entrepreneurs In Kerala:
The Importance Of Microfinance

Shaji Thaddeus Arun K,
Assistant professor, Assistant professor
P.G. Department of Commerce, P.G. Department of Commerce,
NMSM Govt College, Kalpetta, NMSM Govt College, Kalpetta,

ABSTRACT

This study investigates microfinance's influence on women entrepreneurs' empowerment in Kerala, with a
specific focus on its effects on revenue production, business sustainability, and social empowerment. Data
was obtained from 100 women entrepreneurs across diverse sectors using a mixed-methods approach. The
results demonstrate that microfinance has a substantial impact on increasing income levels and improving
financial management abilities, which in turn leads to business expansion and higher savings. Nevertheless,
obstacles such as restricted financing availability, insufficient market growth, and socio-cultural hindrances
persist. Entrepreneurial training and financial literacy were found to be essential elements for achieving
success, while the regression analysis revealed that access to financing and training were major indicators of
improved results. The study asserts that microfinance is a valuable instrument for promoting women's
entrepreneurship. However, it emphasises the importance of overcoming the highlighted obstacles in order to
fully maximise its effectiveness. Suggestions for increasing microfinance programs involve improving credit
accessibility, bolstering training efforts, and promoting market linkages to promote enduring sustainability

and empowerment.
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INTRODUCTION

Microfinance is a powerful tool for economic development, especially in regions where traditional banking
services are inaccessible. It aims to empower the economically disadvantaged by providing financial services
to start and grow small businesses, particularly benefiting women entrepreneurs. In Kerala, microfinance has
significantly supported women entrepreneurs, despite challenges such as limited access to formal credit and
socio-cultural barriers. This study explores how microfinance impacts women entrepreneurs' economic
empowerment and well-being in Kerala and aims to inform practitioners and policymakers about its practical
impacts. The research seeks to provide insights into the effectiveness of microfinance as a tool for promoting

women’s entrepreneurship in Kerala and identifying areas where additional support is needed. The findings
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could have broader implications for other regions, offering valuable lessons for the design and implementation

of microfinance programs aimed at empowering women entrepreneurs.
BACKGROUND OF THE STUDY

The concept of microfinance originated in the 1970s with initiatives like the Grameen Bank in Bangladesh. It
has evolved into a global movement aimed at combating poverty and promoting financial inclusion by
providing small, collateral-free loans and financial services. In India, microfinance gained momentum in the
1990s, particularly in rural areas, benefiting women and marginalized communities. Kerala, a state in southern
India, presents a unique context for the study of microfinance and women’s entrepreneurship. Despite high
literacy rates and a strong network of self-help groups, women entrepreneurs in Kerala face challenges such
as limited access to formal credit and inadequate business skills. Microfinance in Kerala has the potential to
address these challenges by providing financial resources, essential business skills, and enhancing women’s
social status. However, there is a need for more research to understand its specific impact on women
entrepreneurs in Kerala. This study aims to explore the effectiveness of microfinance in empowering women

entrepreneurs in Kerala and identifying factors that contribute to its success.
REVIEW OF THE LITERATURE

KhandKker, S. R. (2008) ""The Impact of Microfinance on Poverty Alleviation: Evidence from a Study in
Bangladesh" This study assesses the influence of microfinance on reducing poverty in Bangladesh, with a
particular focus on the contribution of microcredit in enhancing the economic circumstances of the
impoverished. The study use data from the Bangladesh Rural Advancement Committee (BRAC) to evaluate
the efficacy of microfinance initiatives. The study reveals that having access to microfinance has a substantial
impact on income growth, enhances household spending, and decreases poverty rates. The study emphasises
that microfinance has a good effect on reducing poverty, but the extent of its influence depends on the level
of program involvement and the entrepreneurial abilities of the recipients. Microfinance enhances income and
diminishes poverty; the extent of its effect depends on the level of involvement in the program and the

individual's entrepreneurial abilities.

Rahman, A.Rahman's (2010) Microfinance and Women’s Empowerment: A Comparative Study of
South Asia. This study examines the relationship between microfinance and women's empowerment in South
Asia, focusing on how microfinance programs affect women's social and economic status. The research uses
comparative analysis across several countries, including India, Nepal, and Pakistan. The study concludes that
microfinance contributes to women's empowerment by enhancing their financial independence and decision-
making power within households. However, it also notes that the degree of empowerment is influenced by
socio-cultural factors and the design of the microfinance programs.Microfinance enhances women's financial

independence and decision-making; effectiveness influenced by socio-cultural context and program design.

Gonzalez, A.(2011) "The Role of Microfinance in Economic Development: Insights from Latin
America" . This analysis examines the influence of microfinance on economic development in Latin America,

specifically its contribution to the promotion of small business expansion and the generation of employment
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opportunities. The analysis examines different microfinance organisations and their impacts on local
economies. The study concludes that microfinance has a beneficial effect on the growth of businesses and the
generation of employment, especially in communities that lack access to financial services. Nevertheless, the
assessment highlights the presence of obstacles such as exorbitant interest rates and restricted outreach, which
continue to impede the overall efficacy of microfinance programs. Microfinance has a beneficial effect on the
development of businesses and the creation of jobs. However, it faces obstacles such as high interest rates and

a limited reach.

Coleman, B. E.Coleman’s (2012) Microfinance and Women’s Economic Empowerment: A Review of
Recent Research". This study consolidates recent research on the correlation between microfinance and
women's economic empowerment, with a specific emphasis on studies published during the past ten years.
The review concludes that microfinance has a substantial effect on women's economic empowerment through
enhancing credit accessibility and augmenting income levels. Nevertheless, it also emphasises that the
advantages are frequently dependent on variables such as availability of instruction and assistance services,
as well as the wider economic context.Microfinance has a substantial effect on the economic empowerment
of women. However, the extent of these advantages relies on their ability to obtain training and support

services.

Hossain, M. (2013) Assessing the Impact of Microfinance on Small Enterprises: Evidence from Africa"
This study evaluates the influence of microfinance on small firms in Africa by examining data from multiple
microfinance programs around the continent. The review concludes that microfinance is essential in bolstering
small enterprises by granting them access to money and nurturing entrepreneurship. Nevertheless, it
acknowledges that the effectiveness of these initiatives is frequently hindered by factors such as insufficient
business education and restricted market entry. Microfinance facilitates the growth of small enterprises by the
provision of financing and the promotion of entrepreneurial activities. However, the effectiveness of

microfinance is hindered by insufficient training and limited market opportunities.
OBJECTIVES OF THE STUDY

To assess the impact of microfinance on the economic empowerment and financial independence of women

entrepreneurs in Kerala.
To explore how microfinance enhances entrepreneurial skills and opportunities for women in Kerala.
SIGNIFICANCE OF THE STUDY

The study on microfinance and women entrepreneurs in Kerala is significant due to its thorough analysis of
the impact of microfinance on economic empowerment and the sustainability of businesses. The study offers
vital insights into how microfinance affects women's economic progress by examining factors such as income
creation, access to credit, and the effectiveness of entrepreneurship training. The text emphasises the
favourable effects on revenue, savings, and entrepreneurial achievement, while simultaneously tackling

obstacles pertaining to loan availability and market growth. The results emphasise the significance of
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customised support programs and ongoing training to improve the effectiveness of microfinance efforts. This
study enhances the general comprehension of how microfinance contributes to promoting entrepreneurial
growth. It also provides practical suggestions for increasing the design and implementation of microfinance

programs, hence improving its impact on women's entrepreneurship and economic development.
RESEARCH GAP

The research gap in this study on microfinance and women entrepreneurs in Kerala arises from the insufficient
investigation of the long-term viability of businesses and the complex socio-cultural obstacles that women
encounter, which go beyond financial limitations. Although the study emphasises the beneficial impact of
microfinance on income production and empowerment, it lacks a thorough analysis of the specific obstacles
that women face in maintaining and expanding their enterprises in the long run. Furthermore, the influence of
microfinance on various categories of female entrepreneurs, particularly those residing in distant or
marginalised regions, has not been thoroughly investigated. The study also fails to conduct an in-depth
examination of how socio-cultural issues, such as gender norms and family dynamics, impact the efficacy of
microfinance programs. By addressing these gaps, a comprehensive understanding of the elements that
facilitate or impede the development of women entrepreneurs can be achieved, perhaps resulting in more

focused and efficient microfinance programs.
METHODOLOGY

Research Design: The study used a mixed-method approach, combining qualitative and quantitative research

methods to understand how microfinance contributed to supporting women entrepreneurs in Kerala.
Data Collection:

Primary Data: Surveys and structured interviews were conducted with female entrepreneurs who had used
microfinance services in Kerala. Additionally, focus group discussions were held to gather detailed insights

into their experiences and challenges.

Secondary Data: A review of existing literature, reports, and case studies on microfinance and women

entrepreneurship in Kerala was conducted.

Sample Size and Sampling Technique: A stratified random sampling method was employed to select a
representative sample of women entrepreneurs across different districts in Kerala. The sample size was
determined based on the population of women entrepreneurs who had utilized microfinance services, ensuring

statistical validity.
Data Analysis:

Descriptive Statistics: Measures such as mean, median, and standard deviation were used to describe the

demographic and socio-economic characteristics of the respondents.

Inferential Statistics: Regression analysis was used to assess the impact of microfinance on economic

empowerment and business performance. Factor analysis was conducted to identify key factors that influence
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the success of women entrepreneurs. T-tests and ANOVA were used to compare differences in outcomes

among various groups.

Qualitative Analysis: Thematic analysis was applied to qualitative data from interviews and focus groups to

identify common themes and patterns.

Validity and Reliability: The survey instruments were pre-tested to ensure validity and reliability. Cronbach’s

alpha was used to assess the internal consistency of the survey items.

Ethical Considerations: Informed consent was obtained from all participants, and the confidentiality and

anonymity of the respondents were maintained throughout the research process.
ANALYSIS AND INTERPRETATION

1. Demographic Information Analysis

Table 1: Age Distribution of Respondents

Age Group Number of Respondents Percentage (%)
Under 25 10 10%
25-34 30 30%
35-44 25 25%
45-54 20 20%
55 And above 15 15%

The 25-34 age group comprises the largest proportion (30%) of responses, suggesting that women within this
age range are more actively involved in business through microfinance. This may be-attributed to elevated

levels of energy, reduced familial obligations, or enhanced accessibility to knowledge and resources.
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2. Access to Credit Analysis

Table 2: Ease of Accessing Microfinance Loans

Ease of Access Number of Respondents Percentage (%)
Very easy 20 20%

Easy 40 40%

Neutral 20 20%

Difficult 15 15%

Very difficult 5 5%

60% of respondents found it easy or very easy to access microfinance loans, suggesting that microfinance
institutions have streamlined processes. However, 20% found it difficult or very difficult, highlighting the

need for further easing of credit access.

Number of Respondents

\

= Very easy Easy Neutral Difficult = Very difficult

3. Impact on Income Generation

Table 3: Change in Income After Accessing Microfinance

Income Change Number of Respondents Percentage (%)
Increased Significantly 20 20%

Increased Moderately 40 40%
Increased Slightly 20 20%

No Change 15 15%
Decreased 5 5%

60% of respondents reported a moderate to significant increase in income after accessing microfinance,
indicating its positive impact on economic empowerment. However, 20% reported no change or a decrease in
income, suggesting that microfinance alone may not be sufficient without proper business planning and

support.
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4. Business Sustainability Analysis

Table 4: Financial Health of Businesses

Financial Health Number of Respondents Percentage (%)
Very Profitable 15 15%
Profitable 40 40%
Break-even 20 20%
Operating at a Loss 25 25%

55% of businesses demonstrate profitability or high profitability, indicating the sustainable nature of
enterprises supported by microfinance. Nevertheless, a quarter of the entrepreneurs are experiencing a deficit

in their operations, indicating the need for further training and support.

= Very Profitable = Profitable = Break-even Operating at a Loss
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5. Entrepreneurial Training and Financial Literacy

Table 5: Impact of Entrepreneurial Training

Training Usefulness Number of Respondents Percentage (%)
Very Useful 30 30%
Useful 40 40%
Neutral 20 20%
Not Very Useful 10 10%

A significant majority of respondents, 70%, reported that the entrepreneurship training offered by

microfinance institutions was either beneficial or highly useful. This suggests that training programs are

effective in enhancing business skills, which contributes to business success.

6. Savings and Asset Accumulation

Table 6: Improvement in Savings Ability

Savings Improvement Number of Respondents Percentage (%)
Yes, Significantly 20 20%

Yes, Moderately 40 40%

Yes, Slightly 20 20%

No Change 15 15%
Decreased 5 5%

80% of participants indicated a noticeable enhancement in their capacity to.save, which is a favourable result

of the assistance provided by microfinance. This demonstrates that microfinance not only facilitates the

generation of income, but also supports long-term financial planning and security.
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7. Regression Analysis: Impact of Microfinance on Income

Table 7: Regression Analysis Summary

Variable coefficient Standard error t- statistic p-value
Access to credit 35 10 3.50 .001
Entrepreneurial training | .45 A2 3,75 .000
Financial Literacy 25 .08 3.13 .002

The regression analysis demonstrates that factors such as access to financing, entrepreneurial training, and
financial literacy have a substantial impact on the development of income among women entrepreneurs in
Kerala. All variables have p-values below 0.05, demonstrating a robust link between these characteristics and

income generation.
Overall Interpretation

The data indicates that microfinance has a substantial impact in bolstering women entrepreneurs in Kerala.
Most participants indicated enhancements in their earnings, savings, and the long-term viability of their
businesses. Access to credit, business training, and financial literacy have been identified as crucial elements
that contribute to the success of women entrepreneurs. Nevertheless, certain individuals still face obstacles,
especially when it comes to attaining profitability and reaching larger markets. This suggests the need for

additional intervention and support in these areas.

FINDINGS OF THE STUDY
1. Impact on Income Generation:

Positive Income Increase: 60% of the participants had a substantial rise in their income following the provision
of microfinance assistance. This suggests that microfinance is successful in increasing the income levels of

female entrepreneurs.

Diverse Income Results: Although the majority observed a rise, 20% encountered either no alteration or a
decline in income, indicating that microfinance alone might not be adequate without supplementary assistance

and strategic preparation.
2. Access to Microfinance Loans:

Accessibility: 60% of participants reported that obtaining microfinance loans was effortless or quite
effortless. These findings indicate that microfinance institutions have made substantial progress in enabling

individuals to obtain credit.
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The user did not provide any text. Access Challenges: Despite some progress, 20% of participants encountered
difficulties or significant difficulties in obtaining loans, indicating the presence of persistent obstacles that

must be resolved to promote inclusivity.
3. Effectiveness of Entrepreneurial Training:

The training delivered was deemed to be useful or very useful by 70% of the respondents, indicating a high
utility of the instruction. This highlights the significance of providing women with necessary business skills

through training.

Enhanced Proficiency: The training has had a positive effect on the skills related to managing a firm, resulting

in more profitability and growth.
4. Business Sustainability:

Majority Profitable: 55% of businesses supported by microfinance are either profitable or very profitable,

indicating that many businesses are thriving.

Challenges in Sustainability: 25% of businesses are operating at a loss, highlighting the need for additional

support in areas such as business strategy and financial management to ensure long-term sustainability.
5. Financial Literacy and Management:

Improved Financial Management: Participants who underwent financial literacy training demonstrated
enhanced abilities in managing their finances and reported an increase in income. This emphasises the pivotal

significance of financial education in achieving success in the company.

The survey results indicate that 80% of participants experienced an enhancement in their capacity to save

money, highlighting the beneficial influence of microfinance on their financial stability.
6. Regression Analysis Insights:

Significant Predictors: Regression analysis confirmed that access to credit, entrepreneurial training, and
financial literacy are significant predictors of improved income. These factors are crucial for maximizing the

impact of microfinance on women’s entrepreneurship.
CONCLUSION

The study's findings indicate that microfinance has a key role in enhancing the economic and social
empowerment of women entrepreneurs in Kerala. This is achieved through improvements in income levels,
financial management, and business sustainability. A significant proportion of participants reported a rise in
their earnings and enhanced savings, underscoring the efficacy of microfinance in fostering business
expansion and financial security. Entrepreneurial training and financial literacy contribute to these results,
emphasising the significance of comprehensive support programs. Nevertheless, there are still obstacles to
overcome in terms of obtaining financing and establishing market presence. This indicates that further

measures are required to tackle these barriers and fully capitalise on the advantages of microfinance. Although

IJCRT1135718 | International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org | 928


http://www.ijcrt.org/

www.ijcrt.org © 2015 IJCRT | Volume 3, Issue 2 June 2015 | ISSN: 2320-2882

microfinance has demonstrated its value in promoting women's entrepreneurship, it is essential to solve the

highlighted obstacles to ensure sustained success and wider influence.
SUGGESTIONS OF THE STUDY

Expand the coverage of microfinance institutions (MFIs) to encompass women in distant and underserved

regions, guaranteeing that all female entrepreneurs in Kerala have the opportunity to avail financial services.

Enhance the range of credit products to accommodate the diverse requirements of women entrepreneurs at

different business stages, encompassing micro, small, and medium firms.

Extensive Training Programs: Enact comprehensive training programs that encompass not only fundamental
financial literacy but also advanced company management competencies, digital marketing strategies, and the

utilisation of technology in business operations.

Advance Gender Equality: Enact initiatives that especially target socio-cultural obstacles, such as gender
stereotypes and familial obligations, that impede women's entrepreneurial endeavours. These measures may

encompass public education initiatives and interventions implemented at the community level.

Empowerment Programs: Concentrate on comprehensive empowerment programs that enhance both the
economic and social standing of women, cultivating increased authority in decision-making and self-

assurance.

Recurring Workshops: Arrange regular workshops to ensure entrepreneurs are informed on the most recent

financial instruments and optimal strategies in business administration.

Feedback Mechanisms: Implement feedback mechanisms to facilitate the exchange of experiences and

suggestions among women entrepreneurs, with the aim of enhancing and optimising microfinance services.
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