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ABSTRACT:  Poverty is one of the common obstacles of achieving higher growth and enhancing the 

standard of living of the people in most of the low income countries. Like other low income countries, 

Government of India has been implementing various schemes and programs to alleviate poverty since 

independence. In this context attempt has been made to analyze the impact of group loans on income and 

living standard of rural poor. For this purpose primary data has been collected from 243 households (200 

beneficiaries and 43 non beneficiaries). 20 Self Help Groups (consisting 200 households), formed under 

Government sponsored poverty alleviation programme in district Ferozepur Punjab have been selected. 

Results of study show that project dairy is somewhat successful but handloom project is unsuccessful. Apart 

from that study shows positive but not significant impact of microfinance on the standard of living of poor. 

Also repayment rate is 64% that is very low. 
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1. INTRODUCTION 

Poverty is one of the most peculiar problems from which various countries, particularly the developing and 

undeveloped countries of the world are suffering. About 689 million (9.2%) population is living less than 

US $ 1.90 a day according to World Bank Report. The United Nation Organization announced Sustainable 

Development Goals (MDGs) in 2015, in which the first of the seventeen critical goals is no poverty over the 

year 2030. Most of the developing and underdeveloped countries have recently been pursuing various 

policies and programs to reduce poverty, among them microfinance is emerging as one of the powerful 

instrument for poverty alleviation in the low income countries of the world. It is not a new topic. Its long 

history can be traced to early 1700s. But the actual credit goes to Dr. Mohammad Yunus who gave a new 

shape to microfinance in Bangladesh in 1972. He was also awarded with Nobel Prize in 2006 for this 

pioneer work. It serves not only the goal of poverty reduction but also other tow Sustainable Development 

Goals such as, women empowerment and increase the literacy rate among women. Recently the year of 

2005 is also announced as the year of Microfinance by United Nations because poverty declined from 50% 

in 1981 to 25% in 2005 means 500 million number of poor people fell during this period. Like all other 

nations India also adopted various policy measures to alleviate poverty. Among them Self Help Group is 

most useful technique.  

 

2.LITERATURE REVIEW 

A number of studies assessing the impact have been conducted in the field of microfinance such as the 

research of (1) compared pre and post SHG situation in Uttar Pradesh and found average value of assets 

increased by 46% and the annual income per household by 28% between pre and post SHG periods. SHGs 
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replaced the moneylenders with fast credit delivery with lower interest. Recovery rate ranged from 95 % 

to100%.  

 

(2) evaluated the impact of SHG on the income of the members taking BPL households without bank loan 

and BPL and APL households with bank loan in Punjab. The loan sanctioned to BPL households was just 

7.4% while it was 41% for the APL SHGs. The APL beneficiaries availed more benefits than BPL 

beneficiaries because of their greater awareness, education and managerial abilities. Meager amount of loan 

hardly helped poor to improve their income levels. 

 

A study conducted by (3) covering 560 households from 223 SHGs in 11 States of India elucidated that 

there has been a positive result in enhancing the standard of living of SHG members in case of asset 

ownership.  

 

(4) carried out a research in eastern Ethiopia, Haramaya district where the Research and Extension Office of 

Haramaya University, distributed goats to poor women farmers under goat credit project. Training was also 

provided. Study shows positive results in asset diversification, increase in living standard and improvement 

in housing condition of beneficiaries. The goat credit project also has marked success in strengthening 

household’s livelihoods, Improvements in housing condition and nutrition of children.  

 

Research of (5) in two villages of Dinajpur with a small sample size (20 members) shows the positive 
impact of microfinance on poverty reduction. Borrowers who were living in mud houses with the help of 

income earned from microfinance started living in tin plate house. 

 

(6) carried out a study in Africa with 570 sample size. The paper observes that through participation in the 

programme, old clients of SAT diversified and accumulated various assets in the form of financial, human 

and physical capital.  Participation in the programme significantly improved clients’ living standards and, 

therefore, a reduction in their poverty levels through asset accumulation.  

 

(7) in their study in Keneya found positive results of microfinance on financial condition of clients. 85.5 

percent poverty was reduced and expenditure on education also increased. 

 

 

3. RESEARCH METHODOLOGY 

Study is wholly based on primary data that is collected to analyze the impact of micro finance on rural poor 

household in district Ferozepur. Purposive sampling method was adopted because it is border district of 

Punjab where not any study regarding impact of microfinance is undertaken. Out of 10 blocks in the district, 

a block named Ghall Kurd is selected that consists of 100 villages. But Self Help Groups have been working 

only in 28 villages. From these 28 villages 15 villages were select where these SHGs have been working 

from minimum 2 years. Data have been collected from 200 beneficiaries and 43 non beneficiaries. Further 

data has been collected for two projects i.e. dairy and handloom between 2017 and 2018.  

 

Study used Logit Regression model to analyse qualitative data and quantitative data are analysed with the 

help of Double Log Regression model. In fact the Logit regression model is used in case where dependant 

variable is qualitative variable and independent variable can be either qualitative or quantitative in nature. 

Also Semi Log Regression Model is adopted.  

 

3.1 Logit Model:  

The functional form of Logit model adopts for our present is as follows. The basic form of multivariate 

logistic function with Z as the predictor variable, which itself is a combination of several predictor variables 

(Xk’s), is defined as 

  

Z = b0 + b1 X1 +b2X2+ …………..+Bk Xk +Uk …………… (1) 

By adding probability into the analysis, let us assume PK as the probability of participating in a given event/ 

action, when (1-Pk), the probability of not participating in the activities, is 

1-Pk= 1/ 1+ez……………………………………………….. (2) 

By using this assumption, the probability of participation is specified as  

 Pk = E( Y=1/Xk) =  1/ ( 1+  e  - ( b
1+b2Xk)------------------------------------(3) 
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Pk = 1/ 1+ e-z   = ez / (1+ez) ------------------------------------------------------- (4) 

Equation (4) represents the logistic distribution function. 

 

Further by taking into consideration the probability of no participation, the model can take the form of  

Pk / 1-Pk = (1+ez)/  (1+e -z) = ez ----------------------------(5) 

Now Pk / (1-Pk) is simply the odd ratio in favor of participating in any given activity/ action. ac 

Now if we take the natural log of equation (5), we get the following interesting result, 

Lk = ln (Pk / 1-Pk) = Z    --------------------------------------------- (6) 

                        =b1+b2Xk   

L is the log of odd ratio, not only linear in X but also linear in the parameters. Therefore L is called the 

Logit and hence the equation (6) is called Logit model. However, the estimation of Logit model 

specification written as follow: 

 

Lk = ln(Pk / 1-Pk)= b1+b2X2+----------------------------------------+BkXk+uk---------------(7) 

In this model, maximum likelihood (ML) estimation procedure is adopted for obtaining the parametric 

estimate of the structural coefficients (Bks). Gujurati (2003:633) provides mathematical details of the ML 

estimation procedure. The estimated structural coefficients (bks) by the ML estimation procedures and their 

mean values are, in turn, utilized to draw the estimates of qualitative variable which takes value either one 

or zero. 

 

3.2 Double Log Regression Model:  

In addition we have adopted the Double Log Regression /Log log/ Log linear model to unearth the effect on 

inc.ome after joining SHGs, relation between incomes from microfinance and saving and impact of total 

amount of loan on income from microfinance. This regression model is one of important models of 

quantitative regression analysis. The functional form of the Double regression model is as follow: 

Let us assume Y = f (X) 

 

By taking log both sides of the following equation we will have, 

Yi = β1Xi 
β
2 eu

i ……………………………………………………. (1) 

Can be expressed as  

 

       Ln Yi = ln β1 + β2 ln Xi +ui ………………………………….. (2) 

Where, 

Y = is the dependent variable, X = is the independent variable, U = Error term, Β = regression coefficients 

This model is called a log log, double log or log linear model. A nice feature of this model is that the slope 

coefficient, β2, measures the elasticity of Y with respect to X that is, by the percent change in Y given a 

percent change in X. 

 

3.3 Semi Log Regression Model:  

We have also adopted semi log regression model to unearth the impact of control over income, income from 

microfinance and access to education on standard of living of the members of SHGs. The functional form of 

semi log regression is as follow: 

  

 LnYi = β1 + β2Di + ui ………………………………………… (1) 

Where Y = dependent variable 

Di = independent variable which is in dummy variable form. 

In the next chapter we have examined and analyzed the primary data of 243 household of 15 sample villages 

(200 households are members of SHGs and 43 are non members,) to investigate the overall impact of 

microfinance on rural poor household and women empowerment by adopting qualitative and quantitative 

regression techniques. 

 

4. RESULTS AND DISCUSSIONS 

Majority of beneficiaries’ i.e 79.27% belong to schedule cast. 88.48% women from landless household and 

only a small part of the women i.e. 11.52% are from the families having land less than 8 acres. These results 

show that a big portion of women are daily wage laborers who are working in homes and in fields of 

landlords. The wages they are getting are low and not sufficient to fulfill the basic needs of household so 
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they are participating in SHGs from which they are borrowing loans at low rate of interest to earn 

sustainable income and to smooth their household expenditure. 

 

4.1 Average Annual Income and Saving 

 

Table: 4.1 Average Annual Income and saving From Two Different Projects 
 

Activity 

Average Annual Income from Microfinance Average Annual Saving  from Microfinance 

 

Dairy 

 

14687.23 

 

3848.936 

 

Handloom 

 

2622.857 

 

  582.857 

 

Total 

 

17310.087 

 

4431.793 

         Source: Primary Data 

Above analysis of table 4.1 displays average income Rs. 14687.2 earned from Dairy is more than from 

Handloom (Rs. 2622.857). It is clear from our analysis that activity dairy is successful. Conversation with 

beneficiaries who invested in unsuccessful activity Handloom revealed that poor quality of raw material that 

is provided to them, low demand for their finished product due to competition with machine product is the 

sole reason. This is the problem that some beneficiaries of Handloom are facing. Some of the group 

members borrowed the material but they have not started the project. So because of this problem Handloom 

activity to some extent is failed.  

 

4.2 EFFECTS ON INCOME AFTER JOINING THE SHG  
It is expected that small loans under microfinance improve the overall income of the household. In these 

context three explanatory variables: saving, amount of loan from micro finance, loan investment has been 

taken. Double Log regression analysis is used to unearth distributional implication of income obtained by 

various households from the micro finance scheme by taking log of both sides of equation we have.  The 

fictional form of model is as follow: 

LnINMF = f (LnSML, LnAMTL, IL) 

Where INMF = income of household from microfinance after joining the SHG. It is in quantitative form, 

LnSMP = savings from microfinance project. It is in quantitative form, LnAMTL = amount of loan from 

Self help group (SHG) loan that is invested in productive purpose. It is in quantitative form, INL = 

investment of micro loan Dummy variable = 1 if loan is invested in productive task, 0 if not invested 

The equation can be written as follow 

INMF = 0 + 1LnSMP + 2 LnAMTL+ 3INL + ui 

 

Table 1.2 Effects on Income after Joining the SHG: Results of Double Regression Model 
Independent variable                       LnINMF 

Coefficient Standard Error Z statistics P-value 

LnSMP* .713 .057 12.44 0.00 

LnAMTL** 1.72 .787 2.19 0.03 

INL* 3.73 .701 5.33 0.00 

Constant -16.92 7.76 -2.18 0.03 

R2 =0.5565 

Adjusted R2=0.5497                               No. of observations = 200 

Note: *,* and * denote significant at 1% and5% level respectively 

 

An examination of the estimated results in table 4.2 shows that all the explanatory variables have expected 

signs with explained variable, i.e. income from microfinance (INMF). Saving from microfinance project 

(SMP) is significant and has positive relations with income from microfinance project. Beneficiaries of 

dairy project are saving that amount of money which is initially used to buy milk Amount of loan (AMTL) 

is significant and has positive relation. Higher amount os loan results in higher income. It is clear from study 

that those who obtained Rs. 20000 are earning more than those who availed Rs. 10000.  Similarly 
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investment of loan (INL) is also significant and has positive relation with income from micro finance. 

Members who have invested their loan in productive work they are earning but the members who have 

wasted their loan they are standing where they were standing before. Overall results show that there is 

positive impact of microfinance on income and saving of a household.   

 

4.3 EFFECT ON STANDARD OF LIVING 
Semi log regression model is used to evaluate the impact on the standard of living of borrowers. Here 

dependent variable standard of living and three variables i.e. control of women over income, income from 

microfinance, and access to education is independent variables. Following equation shows the functional 

relation between these variables: 

SLH = f (CONTY, LnIMF, BAE) 

Where, LSM = standard of living of household. Likert scale with 1 to 4 rating 1 for strongly disagree and 4 

for strongly agree, CONTY = control of women over income. Dummy variable if yes = 1, 0 otherwise, 

LnIMF = income from microfinance. It is in quantitative form, BAE = better access to education. Dummy 

variable if yes = 1, no = 0 

SLM = β0 + β1 CONTY + β2 lnIMF + β3 BAE + ui 

Table: 4.3 Standard of living: Results of Semi Log Regression Model 
 

Independent 

variable 

                     

                                  Dependent Variable = LSM 

 

Coefficient Standard Error T- Statistics P- Value 

Constant 2.999 0.152 19.65 0.000 

CONTY* 0.544 0.135 4.03 0.000 

LnIMF 0.024 0.026 0.90 0.371 

BAE 0.055 0.108 0.52 0.604 

Adjusted R2 = 0.0953                        No. of observations = 200 

R2 = 0.1090 

Note: * denotes significant at 1% level 

Perusal of table 4.3 reveals that all the independent variables have expected signs. All three selected 

independent variables are positively related to dependent variable. Control over income (CONTY) has 

significant positive relation. As the control of women over household income increase, standard of living of 

the family is affected more positively. Poor women are more conscious about the rational expenditure of 

household and about the education of their children. From survey experience it is found that the women who 

have control over income reinvest the income from microloans. On the other hand, those men who control 

the household income are wasting more money on drugs. Further income from microfinance (IMF) is 

positive related to living standard but it is not significant in our study. It means most of the members getting 

low income from micro finance. The income that they are generating is not sufficient to make substantial 

change in life. From survey we found the whole earnings of majority of members involved in handloom 

project are used to pay the installments. Similarly better access to education (BAE) is positive related to 

dependent variable but not significant. Although income has increased but minor portion is incurred on 

education.   

 

5. CONCLUSION 

Study finds a positive relation between income from microfinance and saving. Beneficiaries of dairy 

reported increased in their income and saving. Positive relation also found between amount of loan obtained 

and income generated from loan investment. Those who borrowed higher amount reported higher income 

generated than those who borrowed less. As explained in our analysis section, there is relation between 

control over loan and living standard. Women who have control over income their living style is better than 

others. Findings show change in living standard of beneficiaries who took loan for dairy. But this change 

not significant. Better access to education also positively correlated to standard of living. In our findings, it 

is not significant. It means members who reported change in standard still are not able to afford better 

education. 

6. POLICY IMPLICATIONS OF STUDY 
The present study has some policy implications pertaining to the sustainable development of the 

microfinance scheme of uplifting the poor and improving their standard of living. There are some 

recommendations on which government should focus for the better development. There should be proper 
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implementation of the policy in the ground. The duty of policymakers must not be only to provide loans but 

also to assure of productive investment. Apart from that training should be provided to the beneficiaries for 

different projects. As rural poor women are illiterate and not aware about the market preferences and 

product demand so it should be the responsibility of the policymakers to research for those projects which 

are in high demand and help them to adopt viable projects. Moreover repayment of loan should be taken as 

successful of scheme because most of the time they are paid from consumption expenditure or from 

borrowed money from other sources. 
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