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ABSTRACT 

Bangladesh is a pioneer and home of conceptualizing micro-credit program. It 

has undertaken a number of such programs to reduce poverty and bring about 

socio-economic changes in the rural community .This paper explores the 

relationship between microcredit and poverty reduction with women 

empowerment. To investigate this question, we posit a bare-bone, household 

model that outlines the economic environment within which various types of 

family microenterprises operate. It highlights a number of issues that impinge 

on household earnings such as the nature of the loan, interest rate 

,technology and entrepreneurial skills. The project argues that the impact of 

microcredit is likely to be different across household types as well as across 

different economic environments. The project identifies several important 

demand and supply constraints to the household’s graduation from poverty. 

These constraints are difficult to overcome in a traditional economic 

environment, marked by stagnant technology and market saturation. Finally, 

it is suggested that microcredit has a positive effect on female 

empowerment—i.e., the agency to make household decisions which helps to 

improve the quality of family consumption and ‘human development 

indicators’ of the family. This claim may hold sway in some contexts. 

However, our a priori reasoning, as well as the available contrary empirical 

evidence, suggests that female empowerment does not spring automatically 

from the introduction of microcredit: female empowerment (or the lack there 

of) seems to closely track women’s trajectory of economic success. 

Keywords: micro-credit,Yunus Equation, poverty alleviation, Women 

empowerment 
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1.1: BACKGROUND TO THE STUDY 

In the wake of the worst famine of Bangladesh in the post-Freedom fight era, 

Professor Muhammad Yunus launched in 1976 a microcredit experiment to 

assist a group of poor, highly indebted households in Chittagong, Bangladesh. 

This experiment that was later to emerge as the Grameen Bank marked the 

beginning of the modern-day microcredit movement, which in the last few 

decades has blossomed into a global phenomenon. While precise data are 

difficult to obtain, the total volume of microcredit lending (as of February 

2011) is reported to be about US$65.2 billion, covering more than 94 million 

borrowers from 1,800 microfinance institutions in nearly 130 countries (MIX 

2011). This phenomenal success of microcredit in such a short time span has 

attracted global attention from policy makers, development economists, and 

social thinkers—culminating in the award of the Nobel Peace Prize for 

Muhammad Yunus and the Grameen Bank in 2006.Notwithstanding this 

success, there is a good deal of skepticism about microcredit as a tool of 

poverty reduction. Despite a considerable increase in micro-lending in 

developing countries, poverty shows few signs of abating in many poor 

countries. This persistence of poverty has generated widespread doubt, which 

has been reflected in both public scholarship and academic studies, about the 

effectiveness of microcredit. For example, in an incisive commentary in New 

Yorker magazine, Surowiecki (2008) echoed this concern, ‘There’s no doubt 

that microfinance does a tremendous amount of good, yet there are also real 

limits to what it can accomplish. Microloans make poor borrowers better off. 

But, on their own, they often don’t do much to make poor countries richer.’ 

 

Similarly, a substantial body of academic studies by economists and other 

social scientists records a similar note of scepticism. In an earlier survey 

paper, Weiss and Montgomery (2004) reviewed empirical economic studies 

that delve into the question of the effectiveness of microcredit in poverty 

reduction. The central message that emerges from the paper is that the 

empirical evidence regarding the impact of microcredit on poverty is far from 

conclusive. In a recent review of the evidence, Duvenduck et al. (2011) sound  
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somewhat less central to the subject of this paper. Instead, this paper 

highlights such issues as the nature of the labour market, technology, product 

demand, entrepreneurship, and intra-household decision-making. We will 

argue that these are the aspects that have a critical bearing on household 

poverty in an impoverished, rural setting. 

The organization of the paper is as follows. Section 2 spells out the basic 

model and traces its implications for household incomes and poverty. Section 

3 explores numerically the link between microcredit and graduation from 

poverty under a set of plausible assumptions. Section 4 extends the basic 

model to examine the economic effects of expanding microcredit programe on 

microenterprises. Section 5 discusses the impact of microcredit on female 

empowerment and family consumption. Section 6 provides a brief summary of 

conclusions. 

1.2 : STATEMENT OF THE PROBLEM 

Problem statement is also often referred to, is a clear, precise and succinct 

statement of the question or issue that is to be investigated with the goal of 

finding an answer or solution. 

Here in this study problem statement is:    

“An Empirical analysis of Yunus Equation and Impact of Micro-   Credit on 

Living Standard, Empowerment and Poverty Alleviation   of Poor People.” 

 Despite government’s effort, aimed at improving household incomes for the 

rural poor people, through micro credit program. 

1.3: PURPOSE OF THE STUDY 

The purpose of this study therefore is to analysis of Yunus Equation, finding 

interest rate, examine the relationship between accessing micro credit, 

borrowers’ characteristic, business type and household income in rural areas, 

and how all of this related to women empowerment.  
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1.4 RESEARCH OBJECTIVES 

1. To analysis of Yunus Equation and investigate interest-rate. 

2. How Micro-credit is related with poverty reduction for poor people in 

Bangladesh   

1. To determine the relationship between accessing micro credit and 

household  income.  

3. To establish the relationship between the borrowers’ characteristic and 

house-hold income.  

4. To find out if there is a relationship between accessing micro credit and 

borrowers’ characteristic.  

5. To investigate the relationship between accessing micro credit, 

borrowers’ characteristic, business type and household income.  

1.5  SIGNIFICANCE OF THE STUDY  

Study results would be useful  

 In policy formulation and decision making in respect of government 

micro credit. 

 To Government departments implementing micro credit programs. 

 To have an idea about women empowerment in poor people .  

 Contribute to existing body of literature and form a basis for further 

research. 

1.6  RESEARCH QUESTIONS 

1. What is the effective average interest rate of Micro-credit? 

2. What is the relationship between accessing micro credit and household 

income?  

3. Is there a relationship between the borrowers’ characteristic and 

household income?  

4. Is it true that accessing micro credit and borrowers’ characteristic are 

related?  

5. Accessing micro credit, borrowers’ characteristic, business type and 

household income in rural areas are related, is this true?  
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1.7  SCOPE OF THE STUDY 

This study looked at the relationship between accessing micro credit, 

borrowers’ characteristics, business type and household income in rural areas. 

Micro credit was looked at in terms of credit limit, resource mobilization, 

portfolio quality, outreach, gender and marital status. Borrowers’ 

characteristics in terms of education level, credit worthy, knowledge of 

business, character and collateral while business type in terms of business 

location, size/nature (retail/whole sale) of business and household income in 

terms of savings, source of income and business growth. 

 

1.8  MOTIVATION FOR THE STUDY 

Inequality is increasing around the world while the world appears to come 

closer due to phenomenon of globalization. Even the wealthiest nation has the 

largest gap between rich and poor. In such scenario countries like Bangladesh 

is facing a great challenge in the form of poverty because by the time gap 

between rich and poor is increasing day by day. Majority of population of 

Bangladesh is living at poverty line or below poverty line. According to a 

survey about five million households in the country are living below poverty 

line.  

This poverty is also becoming cause of many problems that are prevailing in 

our society such as crimes, suicides, illiteracy, unemployment and diseases 

like depression, anxiety, stress and many more. 

In order to control these problems, first poverty should be controlled. At 

government level, many strategies are made every day, world bank and 

International monetary fund is also working for this purpose but now Dr. Yunus 

gave such a wonderful idea to alleviate poverty that really works in 

Bangladesh, and is now working all over the world i-e Micro Credit. 

So; we decided to study what is the Role of Micro Credit in Poverty 

Alleviation. 
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1.9 AREA SELECTION: 

To find out the causes which are significant and which are insignificant for the 

Poverty reduction due to micro-credit among the all the division of Bangladesh 

the study is concluded on different parts of Division. 

At first we had selected 07 Division and then selected 01  District from each 

Division. Then we select 03 villages from each District . Finally, we 

interviewed 25 women from each selected district allocated in 3villages. 
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2.1 THE CONCEPT OF MICRO CREDIT: 

 

Micro credit refers to the small loans made available to the poor (Mohammad, 

2008). It can also be referred to as small scale financial services primarily 

aimed at providing credit and savings to individuals involved in small scale 

enterprises (Robinson, 2001). This is done through a collateral free group 

based lending strategy Yunus (1999), Sayma et al. (2009). Micro credit 

institutions have emerged as a substitute for formal financial institutions 

which have limited the accessibility to credit by the poor due to lack of 

collateral (Choudhury et al. (2005). It is an important source of income for 

many poor people in low developing countries. Recognising this, governments 

and donors have sought to promote small firms usually through credit 

programmes PEAP (2002) and Wali (2009). Many developing countries have 

supported it because it offers the rural poor access to flexible financial 

services as well as improving their well fare (Okurut, 2004). Micro credit 

institutions enhance household’s capacity through financing investments 

promoted by the poor (Mann, 2002). Micro credit covers abroad range of 

financial services including loans, deposit, payment service, insurance to the 

poor and their micro enterprises. 

 

2.2 ACCESSING MICRO CREDIT AND HOUSEHOLD INCOME 

 

This is where credit is made available to the poor people or to those who need 

it (Gautam, 2008). In many rural areas of developing countries, lack of access 

to formal financial services has be seen as a sever constraint that prevents low 

income households from improving their incomes (Wali, 2009). For instance as 

observed by Mohammad, 2008 over 500 million poor people in developing 

countries with small businesses have often cited limited access to formal 

financial institutions for credit as the biggest challenge to their business 

growth. With the success of Grameen bank a micro credit institution in 

Bangladash where the low income households have been able to access credit 
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. 

2.3 MICRO CREDIT AND BORROWERS’ CHARACTERISTIC 

These are attributes borrowers’ should have if they are to benefit from or 

access micro credit institution services easily (Sayma et al. (2009). 

Accessibility to credit by the borrowers’ will depend on the seriousness MCIs 

attach to the borrowers’ characteristic before giving credit out (Wali, 2009). 

For instance borrowers who have collateral will easily access credit since it 

reduces the risk of the institution losing its funds. These characteristics 

include education, collateral, character and credit worthy of borrowers’. 

According to Harms (2007), Gunnana (2003) accessibility to credit by the poor 

people in rural areas is related to the borrowers’ characteristic above. Little 

field (2003) observed that, poor people in developing countries have no access 

to formal financial institution services due to lack of collateral. The emerging 

credit institutions have since reduced this gap through availing credit on the 

bases of trust and group based lending strategy. 

According to Ajay (2006) accessibility to and usage of credit depends on the 

borrowers’ level of education. For instance people who earn a salary normally 

access credit easily, since salary acts as collateral. Vickers (1993) noted that 

education acts as a prerequisite and a key factor in raising awareness and 

empowering the poor people to participate in national development through 

easy accessibility to credit. Through different trainings to the poor, they end 

up acquiring skills if used well can make them access credit easily. At a world 

education forum held in daker in April 2000, the international community 

under scored the need to increase household incomes and gave its collective 

commitment to work towards this aim through education. Where as its 

important that education is necessary in order to  improve household incomes, 

it’s also important to note that illiterate people often use credit better then 

the educated persons. Not only is education important in increasing household 

income, its also key in wealth creation (education & poverty eradication 

(2001). Thapa (2007) noted that education and micro enterprises are the only 

good factors to consider while giving out credit. Zahid (2003) however noted 

that illiterate people get credit because they are the majority who struggle to  
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2.4 BORROWERS’ CHARACTERISTICS AND  HOUSEHOLD INCOME 

 

credit one and the social commitment is easily achieved if members are first 

contributing to the development of their credit institution through savings. By 

allowing this process of growth to take place the micro credit institution will 

be taken as one developed by the members to satisfy their particular needs. 

This will show them how tough it is to put money aside from the little 

available resources in the name of savings for future investment. Experience 

shows that; it’s financially more favorable to postpone the desired 

expenditure until the required money has been saved rather than taking credit 

and paying interest (Vogel, 2004). Bernard (2002) said that access alone to 

financial services provided by micro credit as a service might not be sufficient 

to improve the economic situation of households in the rural areas. It’s 

therefore important for the household to save if their incomes have to 

improve. Since savings give a clear picture of how much capital one has. 

Households have different sources of income that enable them met their day 

to day needs (Gautam, 2008). These can include agriculture (farming), 

educated people earning a salary, engaging in businesses. All these sources 

contribute to the improvement of household income in one way or the other. 

The flow of income varies from household to household for example a family 

where a wife and husband are all working, where a family is engaged in 

commercial farming their levels of income will not be the some when 

compared to those families that are not involved in any of the above. Further 

to the above households that have a well defined source of income can easily 
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increase or mobilise capital through accessing credit which they can use in 

different investments and end up improving household incomes. 

Basil (2002), the key requirement for increasing household income is by 

increasing income sources of the poor people by availing credit which will 

enable them engage in businesses which will increase productivity assets 

ownership and thereafter improving household incomes. According to 

Ssendaula( 2000) a key element of increasing household income is through 

provision of sustainable financial services to the poor. Experience world over 

has shown that micro credit institutions can supply these services, effectively, 

provided they are free to charge interest rate, which covers the cost of 

operations. The easy access to the credit services enables poor people to 

engage in businesses that will improve their household income. Yunus (2003), 

the main goal of micro credit institution is to provide flexible and appropriate 

financial services, not usually available from commercial banks to a greater 

number of people. 

 

2.5 ACCESSING MICRO CREDIT, BORROWERS’ CHARACTERISTICS, 

BUSINESS TYPE AND HOUSEHOLD INCOME 

 

Business is an occupation involving the regular production, purchase, sale of 

goods and services undertaken with an objective of earning profits and 

acquiring wealth. This is made possible by the availability or accessing credit 

to fund the different activities that lead to creation of wealth (Wali, 2009). 

Wasswa (2003) asserts that management’s failure to examine the question; 

what is our business? In a timely, manner is the most important single cause of 

business failure and poor performance. When the concept of an individuals 

business is not thought through and spelled out clearly, it will lack a solid 

foundation for establishing realistic objectives and strategies. It’s therefore 

important that micro credit schemes define what enterprises it is willing to 

finance. Vespar (1983) says that “lack of good knowledge of ones business 

idea has lead to difficult in raising capital and the end result is business 

failure which automatically leads to low household income. 
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rural poor(Semukono, 1996). According to Yaron (1994) two problems in 

particular confront MCIs: First, ensuring efficient and relatively low 

operational costs and procedure for screening borrowers, processing and 

monitoring loans. Second, always make sure that there is adequate loan 

recovery so that continued operations are feasible without constant reliance 

on state funds or bail outs. 

Numerous studies as shown above strongly affirm the existence of a 

relationship between the study variables basing on data from more developed 

economy’s. This therefore creates need to use data from developing countries 

and see what conclusions one would reach. This study therefore attempts to 

address this gap in literature using data from one of the rural areas in a case 

of Bangladesh.  

 

 

2.6 MICRO-CREDIT IN BANGLADESH 

Microcredit programs in Bangladesh is implemented by NGOs, Grameen Bank, 

state-owned commercial banks, private commercial banks, and specialized 

programs of some ministries of Bangladesh government. In the microfinance 

sector total loan outstanding is around TK 248 billion (including Grammen 

Bank TK 72 billion) and savings TK168 billion. The total clients of this sector is 

35 million (including 8.4 million clients from Grameen Bank) that accelerates  

overall  economic  development  process  of  the  country.  Credit services of 

this sector can be categorized into six broad groups: 

i) General microcredit for small-scale self employment based 

activities,  

ii) Microenterprise loans,  

iii) Loans for ultra poor,  

iv) Agricultural loans,  

v) Seasonal loans, and  

vi) Loans for disaster management.  
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Loan amounts up to BDT 50,000 are generally considered as microcredit; loans 

above this amount are considered as microenterprise loans. 

Since the founding of Grameen Bank by Mohammad Yunus in the late 1970‘s in 

Bangladesh, microcredit, or the provision of small collateral free loans 

targeted primarily to poor women has grown exponentially and has come to 

occupy an important position in poverty alleviation strategies. In just 30 

years, micro-finance institutions are estimated to have reached over 100 

million women all over the developing world. Proponents of microfinance 

believe that it has contributed significantly to the reduction of worldwide 

poverty and has forwarded the cause of achieving the Millennium 

Development Goals (MDG) (Microcredit Summit Campaign). The efforts of 

Mohammad Yunus and Grameen Bank were recently awarded the Nobel Peace 

Prize for their role in reducing world poverty. In Bangladesh, where the 

microcredit revolution began, it has come to play a central and critical role in 

its poverty alleviation strategies. 

2.7 STATE OF MICRO-CREDIT IN BANGLADESH 

In the backdrop of global double-dip‘ recession and over-indebtedness crisis in 

microcredit sector in several countries, Bangladesh‘s microfinance sector 

shows strong resilience and continues to contribute towards enhancement of 

macroeconomic growth. Bangladesh microfinance sector is mature now and its 

assets constitute around 3 percent of GDP in 2011. Total outstanding loan of 

this sector (only licensed MFIs) has increased by 20.0 percent from BDT 145.0 

billion in June 2010 to BDT 173.8 billion in June, 2011 disbursed among 20.7 

million poor people, helping them to be self-employed and accelerating 

overall economic development process of the country. The total savings has 

also increased by 23.25 percent to BDT 63.3 billion in June 2011 compared to 

previous year from 26.1 million clients, over 93 percent of them are women. 
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TABLE-2.1: BASIC STATISTICS OF NGO-MFIS IN BANGLADESH 

 

Particulars June, 
2008 

June , 
2009 

June, 
2010 

June, 2011 

No. of Licensed NGO-     

MFIs 293 419 516 576 

No of Branches 15,077 16,851 17,252 18,066 

No. of Employees 98,896 107,175 109,597 111,828 

No. of Clients (Million) 23.45 24.85 25.28 26.08 

Total borrowers (Million) 17.79 18.89 19.21 20.65 

Amount of Loan     

Outstanding (Tk. Million ) 134,680.9
6 

143,134.0
3 

145,022.6
6 

1,73,797.60 

Amount of Savings( Tk.     

Million) 47,386.19 50,610.04 51,362.93 63,304.44 

 

Data source: secondary data 

 

TABLE-2.1 SHOWS THE OVERALL TREND OF MICROFINANCE STATISTICS IN 

BANGLADESH. THIS SECTOR HAS CREATED DIRECT JOB OPPORTUNITIES FOR 

OVER 111,800 PEOPLE; 80 PERCENT OF THEM ARE MALE AND 20 PERCENT 

ARE FEMALE. AT THE END OF JUNE 2011, THE SECTOR HAD OUTSTANDING 

LOANS OF BDT 173.8 BILLION DISBURSED TO 20.7 MILLION BORROWERS, AND 

HAD ACCUMULATED BDT 63.3 BILLION AS SAVINGS FROM AROUND 26.10 

MILLION CLIENTS – OVER 93 PERCENT OF THEM ARE WOMEN – THROUGH 

MORE THAN 18,000 BRANCHES, BY 576 NGO-MFIS LICENSED BY MRA. 

TABLE-2.2: SIZE-WISE LOAN OUTSTANDING AND SAVINGS COMPOSITION 
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Data source: secondary data 

 

 

Table-2.2 shows the market scenario of NGO-MFIs in Bangladesh. The top 

three MFIs contribute 54 percent of total loan outstanding as well as savings 

of the microfinance sector in Bangladesh. Two of the largest MFIs, viz., BRAC 

& ASA, are each serving over five million borrowers. There are a few more 

developing fast. On the other hand the smallest 428 NGO-MFIs have 

contributed only 4 percent of total loan outstanding and 5 percent of total 

savings. Institutional concentration ratio is highly skewed in favor of large 

MFIs: just 22 institutions are in control of 76 percent of the market share 

while three largest organizations have control of over 50 percent in terms of 

both clients and total financial portfolios. 
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TABLE-2.3: SCENARIO OF MICRO ENTERPRISE LOAN 

 

 

 

Data source :secondary data 

TABLE-2.3 DEPICTS THE SCENARIO OF MICRO ENTERPRISE LOAN, I.E., LOANS 

ABOVEBDT 50,000, OF DIFFERENT NGO-MFIS IN BANGLADESH. IT IS 

OBSERVED THAT MICROENTERPRISE LOAN OUTSTANDING IS BDT 40 BILLION 

WHICH IS AROUND 24 PERCENT OFTOTAL LOAN OUTSTANDING IN WHICH THE 

TOP TEN NGO-MFIS CONTRIBUTED AROUND 19PERCENT.  IT  ALSO  SHOWS  

THAT  BDT  40  BILLION  IS  DISBURSED  TO  AROUND  6  LAKHBORROWERS 

WHICH ARE ONLY 3 PERCENT OF TOTAL BORROWERS. THE TABLE EXPRESSES 

THATONLY THE TOP NGO-MFIS ARE CAPABLE TO RUN MICRO ENTERPRISE 

LOAN. 

 

In Bangladesh poverty has many dimensions. The poor in Bangladesh have not 

only low income but they also lack access to basic needs such as education, 

health, clean drinking water and proper sanitation. The latter undermines and 

limits their capabilities and their opportunities to secure employment, results 

in their social exclusion and exposes them to exogenous shocks. Then the 

vicious cycle of poverty is accentuated when government structures exclude 

the most vulnerable from the decision making process.  
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3.1 METHODOLOGY 

 

This chapter presents the methods used to obtain data from the respondents. 

It includes the following: - the research design, population and sample size, 

sampling procedure and measurements and analysis. 

3.2: RESEARCH DESIGN AND SAMPLING PROCEDURE 

3.2.1 RESEARCH DESIGN 

 

A cross sectional survey design was used to explore whether access to micro 

credit, borrowers’ characteristics, business type have a relationship with 

household income. This design was chosen basing on the nature of the study. 

This chapter provides perspective on the research design used to investigate 

the research problem with specific reference to the Survey design, Study 

setting, Unit of analysis, Type of research, Selecting location, Data collection 

method, and Statistical techniques (Percentage, Frequency, Mean, Standard 

deviation, Range). 

3.2.2 SAMPLING PROCEDURE 

Stratified and Systematic sampling techniques were used to decide on the 

micro credit institution and there beneficiaries to be considered for this 

study. 

 

Stratified sampling technique was used while selecting credit institutions for 

this study. PKSF nongovernmental net work office (Dhaka) provided details 

regarding credit institutions in the region. It was revealed that Bangladesh 

district has 32 registered micro credit institutions. According to the office 

administrator of PKSF, almost every district has a credit institution. These 

MCIs where grouped in terms of regions (Dhaka, Chittagong, and so on…)  
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3.3 SURVEY DESIGN  

Basically we are analyzing the role of micro credit in poverty alleviation. 

Micro credit is known as an effective tool for poverty alleviation. In poor 

countries like Bangladesh greater attention has been paid to poverty 

alleviation through micro credit, especially in the last decade. Many micro 

credit institutions are working in Bangladesh for poverty alleviation but still 

we can see that gap between poor and rich is increasing every day. Rich is 

becoming richer and richer and poor is becoming poorer and poorer.  

So we take sample all over the country covering 07 Districts in order to 

analyze the role of micro credit in poverty alleviation. The sample size for this 

survey is 452 with 25 respondents per area. The study was based on 

questionnaires which were distributed after translating it into Bangla so that 

respondents can easily understand it and fill it accordingly. The dependent 

variable is Poverty reduction where as independent variable is micro credit. 

And moderating variable is Environment. Environment is taken in a sense that 

it covers Political environment, it means that what are the government 

strategies to reduce poverty and to improve living standard of its people. 

What are the banks policies to reduce poverty, what is the interest rate? What 

are the conditions on which bank is lending loan with interest-rate to people, 

are conditions acceptable by people, are conditions affordable by people? 

3.4STUDY SETTING 

Study setting can be contrived and non contrived. 

This study is non contrived. When research is conducted in natural 

environment where work proceeds normally it is non contrived setting. During 

this study my interference was less in respondent’s routine life. 

3.5 UNIT OF ANALYSIS 

The unit of analysis refers to the level of aggregation of the data collected 

during the subsequent data analysis stage. As my problem statement is  

Impact of micro credit on poverty alleviation 
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So; I required data from those individuals who have experienced or 

experiencing micro credit. In this way it can be observed that what impact 

micro credit has on their living standard. What was their living standard 

before utilization of micro credit and after micro credit? 

So; here in this study unit of analysis is Individual. 

 

3.6 TYPE OF RESEARCH 

 

Research can be undertaken for two different purposes. One is to solve a 

current problem, demanding a timely solution. For example, a particular 

product may not be selling well and the manager might want to find the 

reasons for this in order to take corrective action. Such research is called 

Applied Research. 

The other research that I conducted in this study is Basic research. It is to 

generate a body of knowledge by trying to comprehend how certain problems 

that occur in organizations can be solved. Later on the knowledge gained by 

the findings of basic research can be applied to solve problems.  

3.7 DATA COLLECTION METHOD 

We used Questionnaire as a data collection tool. Questionnaire allows the 

researcher to gather structured information from a large number of 

individuals. The analysis of questionnaire is easy due to the structured 

information in it.  

To get more relevant data we translated questionnaire into Bangla through In 

page and then we distributed them to respondents so that they can easily 

understand questions. Because if we asked them question in Bangla and they 

answer us. we will not be sure that they perceived my question in exactly that 

way in which we are asking. So; to overcome this problem we found it better 

to translate questionnaire into Bangla so that every one can easily read it, 

understand it and answer it accordingly. 
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Population consists of the totality of the observations with which researcher is 

concerned. Where as a Sample is a subset of a population. 

Population in this study consisted of people of 07 Division who have taken 

micro credit and sample was of 452 with 25 respondents per area. Response 

rate was 100%. 

We have used Purposive sampling which is type of Non probability sampling in 

which the elements in the population do not have any probability attached to 

their being chosen as sample subjects. Purposive sampling confines to specific 

type of people who can provide the desired information, either because they 

are the ones who have it, or confirm to some criteria set by the researcher. As 

we selected those people who are using micro credit or have used micro 

credit. Purposive sampling is of two types’ judgment sampling and quota 

sampling. We have used judgment sampling. This sampling involves the choice 

of subjects who are most advantageously placed or in the best position to 

provide the information required. Because those people are experiencing 

micro credit or have experienced micro credit so they can better tell what 

impact micro credit has or had on their living standard. Better comparison can 

be made of their living standard before and after utilization of micro credit. 

The responses were tabulated and expressed in terms of percentage and 

frequencies. Thus the collected data were analyzed statistically using mean, 

Standard deviation and Range with the help of Statistical Package for Social 

Sciences (SPSS) and graphs were made on MS Excel and R programming 

language.          

 

3.8 STATISTICAL TECHNIQUES 

3.8.1 PERCENTAGE 

A percentage is a special type of proportion where the ratio is multiplied by a 

constant, 100, so that the ratio is expressed per 100. 
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3.8.2 FREQUENCY 

The rate at which something happens or is repeated is called frequency. 

 

3.8.3 MEAN 

In statistics, the mean is the mathematical average of a set of numbers. The 

average is calculated by adding up two or more scores and dividing the total 

by the number of scores. Consider the following number set: 2, 4, 6, 9, and 

12. The average is calculated in the following manner: 2 + 4 + 6 + 9 + 12 = 33 

/ 5 = 6.6. So the average of the number set is 6.6. 

 

3.8.4 STANDARD DEVIATION 

 

Standard deviation is a measure of the dispersion of outcomes around the 

mean (or expected value), used to measure total risk. It is the square root of 

the variance. 

3.8.5 REGRESSION ANALYSIS 

In statistics, regression analysis is a statistical process for estimating the 

relationships among variables. It includes many techniques for modeling and 

analyzing several variables, when the focus is on the relationship between a 

dependent variable and one or more independent variables. More specifically, 

regression analysis helps one understand how the typical value of the 

dependent variable (or 'criterion variable') changes when any one of the 

independent variables is varied, while the other independent variables are 

held fixed. Most commonly, regression analysis estimates the conditional 

expectation of the dependent variable given the independent variables – that 

is, the average value of the dependent variable when the independent 

variables are fixed. Less commonly, the focus is on a quantile , or 

other location parameter of the conditional distribution of the dependent 

variable given the independent variables. In all cases, the estimation target is 

a function of the independent variables called the regression function. In 

regression analysis, it is also of interest to characterize the variation of the 

dependent variable around the regression function which can be described by 

a probability distribution. 

http://en.wikipedia.org/wiki/Statistics
http://en.wikipedia.org/wiki/Dependent_variable
http://en.wikipedia.org/wiki/Independent_variable
http://en.wikipedia.org/wiki/Conditional_expectation
http://en.wikipedia.org/wiki/Conditional_expectation
http://en.wikipedia.org/wiki/Average_value
http://en.wikipedia.org/wiki/Quantile
http://en.wikipedia.org/wiki/Location_parameter
http://en.wikipedia.org/wiki/Function_(mathematics)
http://en.wikipedia.org/wiki/Probability_distribution
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3.8.6 CORRELATION AND DEPENDENCE 

In statistics, dependence is any statistical relationship between two random 

variables or two sets of data. Correlation refers to any of a broad class of 

statistical relationships involving dependence. 

Familiar examples of dependent phenomena include the correlation between 

the physical statures of parents and their offspring, and the correlation 

between the demand for a product and its price. Correlations are useful 

because they can indicate a predictive relationship that can be exploited in 

practice. For example, an electrical utility may produce less power on a mild 

day based on the correlation between electricity demand and weather. In this 

example there is a causal relationship, because extreme weather causes 

people to use more electricity for heating or cooling; however, statistical 

dependence is not sufficient to demonstrate the presence of such a causal 

relationship (i.e., correlation does not imply causation). 

 

 

 

3.8.7 CHI-SQUARED TEST 

 

A chi-squared test, also referred to as  test (or chi-square test), is 

any statistical hypothesis test in which the sampling distribution of the test 

statistic is a chi-squared distribution when the null hypothesis is true. Also 

considered a chi-squared test is a test in which this is asymptotically true, 

meaning that the sampling distribution (if the null hypothesis is true) can be 

made to approximate a chi-squared distribution as closely as desired by 

making the sample size large enough. The chi-squared (I) test is used to 

determine whether there is a significant difference between the expected 

frequencies and the observed frequencies in one or more categories. 

 

 

http://en.wikipedia.org/wiki/Statistics
http://en.wikipedia.org/wiki/Random_variable
http://en.wikipedia.org/wiki/Random_variable
http://en.wikipedia.org/wiki/Data
http://en.wikipedia.org/wiki/Human_height
http://en.wikipedia.org/wiki/Demand_curve
http://en.wikipedia.org/wiki/Causality
http://en.wikipedia.org/wiki/Correlation_does_not_imply_causation
http://en.wikipedia.org/wiki/Statistical
http://en.wikipedia.org/wiki/Hypothesis_test
http://en.wikipedia.org/wiki/Sampling_distribution
http://en.wikipedia.org/wiki/Chi-squared_distribution
http://en.wikipedia.org/wiki/Null_hypothesis
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3.8.8 LOGISTIC REGRESSION 

 

In statistics, logistic regression, or logit regression, or logit model is a type of 

probabilistic statistical classification model.It is also used to predict a binary 

response from a binary predictor, used for predicting the outcome of a 

categorical dependent variable (i.e., a class label) based on one or more 

predictor variables (features). That is, it is used in estimating the parameters 

of a qualitative response model. The probabilities describing the possible 

outcomes of a single trial are modeled, as a function of the explanatory 

(predictor) variables, using a logistic function. Frequently (and hereafter in 

this article) "logistic regression" is used to refer specifically to the problem in 

which the dependent variable is binary—that is, the number of available 

categories is two—while problems with more than two categories are referred 

to as multinomial logistic regression or, if the multiple categories are ordered, 

as ordered logistic regression. 

 

 

g(.)refers to the logit function. The equation for g(F(x))illustrates that 

the logit (i.e., log-odds or natural logarithm of the odds) is equivalent to the 

linear regression expression. 

ln denotes the natural logarithm.F(x) is the probability that the dependent 

variable equals a case, given some linear combination  of the predictors. The 

formula for F(x)  illustrates that the probability of the dependent variable 

equaling a case is equal to the value of the logistic function of the linear 

regression expression. This is important in that it shows that the value of the 

linear regression expression can vary from negative to positive infinity and 

yet, after transformation, the resulting expression for the 

probability F(x)  ranges between 0 and 1. 

𝛽0 is the intercept from the linear regression equation (the value of the 

criterion when the predictor is equal to zero). 

 𝛽1𝑥is the regression coefficient multiplied by some value of the predictor. 

base e denotes the exponential function. 

 

http://en.wikipedia.org/wiki/Statistics
http://en.wikipedia.org/wiki/Statistical_classification
http://en.wikipedia.org/wiki/Binary_classification
http://en.wikipedia.org/wiki/Categorical_variable
http://en.wikipedia.org/wiki/Dependent_and_independent_variables
http://en.wikipedia.org/wiki/Qualitative_response_models
http://en.wikipedia.org/wiki/Logistic_function
http://en.wikipedia.org/wiki/Binary_variable
http://en.wikipedia.org/wiki/Multinomial_logistic_regression
http://en.wikipedia.org/wiki/Level_of_measurement#Ordinal_type
http://en.wikipedia.org/wiki/Ordered_logistic_regression
http://en.wikipedia.org/wiki/Logit
http://en.wikipedia.org/wiki/Y-intercept
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3.9 STUDY POPULATION AND SAMPLE SIZE 

3.9.1 POPULATION 

 

The study was carried out using beneficiaries who have benefited from micro 

credit (World Bank, 2007) and 32 registered micro credit institutions by the 

time of this study (PKSF, 2006).  

3.9.2  SAMPLE SIZE 

The sample size was determined according to saunders, Lewi’s and and 

Thorhill (1997) formula as shown below: 

n = p% x q% x (z/e %) 2; 
Where p = 0.15 (previous study by BRAC)  
q = 1 – p = 0.85 
z = standardized Z score for 95% level of confidence z ± 1.962 
e = 3.3% (0.033) n=sample size 
n=.15*.85*(1.962/.033)2 
 n= 452 

 

Bailey (1994) noted that sample size can be 30-500. Therefore for this study 

sample size is 452. 

 

3.10 DATA SOURCE 

 

Primary data; this was the main source of data and it was obtained by using a 

self administered questionnaire which was given to the beneficiaries who were 

selected from the three institutions. 

Also we collect data from previous study. 

3.11 DATA COLLECTION METHODS AND INSTRUMENTS 

 

A questionnaire was used to obtain data from the respondents. The selected 

beneficiaries per institution were called to three different points and the 

study was introduced to them. Informed consent was sought from the 
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beneficiaries on individual basis before beginning to fill the questionnaires 

(appendix attached). 

 

The questionnaire is open ended questions on: accessing micro credit, 

borrowers’ characteristic, business type and household income.  

3.12: VARIABLES AND THEIR MEASUREMENT 

The independent variable is accessing micro credit, borrowers’ characteristic, 

moderated by business type, and the dependent variable is household income. 

A questionnaire was used to get data from individual respondents. Accessing 

micro credit was measured in respect of credit facility, resource mobilization, 

portfolio quality, outreach, gender and marital status on a 5 point likert scale 

developed by Morgan and Hunny (1994) and recommended by, Shoal and Wong 

(2000) and Ashok and Han (2000). Borrowers’ characteristic was measured by 

5 major items, which include education level, credit worth, knowledge of 

business, character, collateral and repayment levels. A SERVQUAL instrument 

(Berry, 1998) developed in the USA using a five point scale ranging from strong 

agreement too strong disagreement, business type was measured in respect of 

size or nature of business on a five point as in the case of micro credit. House 

hold income level was measured in respect of savings, individual income 

levels, business growth on a 5 point likert scale of strongly agree(5), agree(4), 

uncertain(3), disagree(2), and strongly disagree(1) as used by Parasuraman, 

Berry and Zeitahmal (1988). 

3.13 VALIDITY AND RELIABILITY OF THE INSTRUMENTS: 

While collecting data, every possible attempt to ensure accuracy is taken. 

These are 

The purpose of the study to the respondents is clearly explained as per as 

possible.  

It is tried to impress the respondent by expressing the fact the survey is 

undertaken by us only for academic purpose.  

In a friendly way the questions are determined.  
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Entries are carefully examined and their consistencies are checked 

thoroughly.  

Validity of the instruments was obtained using the content validity index 

(CVI). The instrument was given to two experts to give their opinion on the 

relevance of the questions using a four point scale starting from very relevant, 

relevant, fairly relevant and not relevant. The CVI’s for the two experts was 

above 0.6 (0.68, 7.2) respectively. The instrument was considered valid. the 

internal consistence of scales used on the instruments was measured using 

Cronbach’s alpha coefficient. Alpha (x) coefficient of 0.6 and above would 

indicate the instrument’s internal consistence (Sakaran, 2000). All the alphas 

for the variables were above 0.6, see table below. 

Table-3.1: reliability results. 

Item/Variable Cronbach’s alpha 

  

Micro credit access .874 

  

Borrowers’ 

characteristic 

.889 

  

Business Type .777 

  

Household income .740 

  

 

From the above table it can be concluded that all the constructs exhibited a 

high degree of reliability with cronbach alpha exceeding the suggested cut 

point of 0.6. Thus the measurement scales were deemed reliable and 

demonstrated high degree of internal consistency. 
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3.14  DATA PROCESSING AND DATA ANALYSIS 

Primary data was compiled, sorted, edited, classified and entered using an 

excel computer programme with a view of checking for completeness and 

accuracy. Thereafter an analysis involving descriptive statistics, such as 

frequencies, percentages and inferential analysis followed. This was done with 

the help of a statistical package for social scientist (SPSS). Specifically 

frequencies and percentages of the sample characteristics were obtained. This 

helped us to understand the respondents and institutions we are dealing with 

and how they relate to house hold income. Pearson’s correlations coefficients 

were used to generate a zero order correlations coefficients and to establish 

the significance of relationship. 

3.15 QUALITY CONTROL 

 

A protested and standardized tool was used for data collection 

(questionnaire). The researcher assistant was trained before starting data 

collection and all the questionnaires were checked for completeness before 

living the study site. 

3.16 LIMITATIONS OF THE STUDY 

 

The major constraint the researcher found was non response from the 

targeted beneficiaries and also resistance to disclosing easily issues 

concerning with money. This was partly overcome by scheduling to meet the 

beneficiaries while they conducted their weekly meeting businesses and 

reaffirming to them that the information they give will be kept confidentially. 

There  are  some sampling/non-sampling error that we had  to deal. 

There are some outliers that we have to manage. 
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CHAPTER FOUR 

ANALYSIS OF MICRO-CREDIT MODEL :YUNUS EQUATION  
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4.1: EXECUTIVE SUMMARY 

 

Microcredit is a set of contracts taylored to provide very small loans to very 

poor people to help develop small businesses or activities generating income. 

The basic idea came from the finding that a large part of humanity has no 

access to traditional credit because banks require their borrowers to meet a 

range of criteria, such as being able to read and write, bears some 

identification documents, or to have already secured a minimum deposit. The 

first experiments date back to the 70s in Bangladesh as an initiative of 

Muhammad Yunus, then a professor of economics at Chittagong University. In 

1974, he watched helplessly as a terrible famine in the little village Joha near 

to his University. He then with his students asks the craftsmen and peasants of 

the village in order to try to understand their needs and lists a demand for 

small loans for 42 women to whom he finally decides to pay himself a total of 

about 2700 BDT. Then he spends nearly 10 years trying to persuade banks to 

take on these loans before finally deciding to start his own bank, the Grameen 

Bank in 1983. This bank and himself receive the Nobel Prize for Peace in 2006. 

Currently microcredit activity has spread to most countries in the world, it is 

ensured by close 10 000 Micro Finance Institutes (MFIs) who lend 5000 billions 

euro to almost 500 millions beneficiaries. The main characteristics of 

microcredit  are 

01. Very small loans over short periods (1000 BDT a year) with frequent 

(weekly) reimburse-ments.  
 
     02. Beneficiaries are mostly women.  
 
     03. Borrowers can’t provide personal wealth to secure the loan.  
 
Usually loans are with joint liability of a group of borrowers (5 to 30) each 
borrower receiving her loan individually but all are interdependent in that 
they must assume all or part of the failure (called the “default”) of any 
member of the group.  
Interest rates are high, around 20%, some of them up to 30%.  
Possibility of a new loan granted automatically in case of timely refunds 
(dynamic incentive mechanism).  
repayment rate close to 100%. 
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4.2 CONCEPT OF CAPITALIZATION 

To begin, we will make a brief introduction to capitalization in order to well 

understand the subject. The main idea of capitalization is that one euro today 

isn’t worth one euro tomorrow but it will be worth more. 

 

Thus, an amount 𝐵0  invested during a period ∂t  is increased of an interest  

𝐵0𝑝 > 0 and will 

be worth 𝐵0 + 𝐵0𝑝 = 𝐵0(1 + 𝑝)after this period. 

We talk about simple interests when the accrued interest is the same at each 

period. So, after 𝑇 = 𝑛 ∂t   

n periods, it would be worth  𝐵0(1 + 𝑛𝑝) . 

But, generally, we consider that the increased interest during one period will 

be increased 

during the next periods: it is the formula of compound interests. So, the 

amount 𝐵0   will be worth: 

 after one period, 𝐵∂t = 𝐵0(1 + 𝑝) 

 after two periods,𝐵2∗∂t = [𝐵0(1 + 𝑝)(1 + 𝑝) = [𝐵0(1 + 𝑝)2] 

 after n periods.𝐵n∗∂t = 𝐵𝑇 = [𝐵0(1 + 𝑝)𝑛 

If we denote t the successive instants multiples of ∂t and r 

called the continuous interest rate, the real number such that: 

𝑒r ∂t = (1 + 𝑝) 

We can rewrite the equation: 

𝐵k∗∂t = 𝐵𝑡 = [𝐵0(1 + 𝑝)𝑘 

𝐵𝑡=𝐵0𝑒r∗k ∂t 

𝐵𝑡=𝐵0𝑒rt 

That is what we named capitalization: the fact that money gains value by 

accumulating interests. 
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4.3 THE YUNUS MODEL : POLYNOMIAL AND EQUATION  

 

Grameen lends 1000 BDT (Bangladesh Taka) to borrowers that pay back 22 

BDTeach week during 50 weeks. Let’s denote by r the annual continuously 

compound interest rate. The present value of the 22 BDT refunded after one 

week is  22𝑒−
𝑟

52   is value of those of the next payment  is  22𝑒−
𝑟

52    …….. and  

so on.  So  letting   𝑞 = 22𝑒−
𝑟

52     as the 50 refundingbalance the 1000BDT  

received, we get  the following equation for𝑞: 

1000 = 22 ∑ 𝑞𝑘

50

𝑘=1

= 22
𝑞 − 𝑞51

1 − 𝑞
 

that reduces to (the degree 51 polynomial equation) Y(q) = 0 where Y denotes 

what we shall call que Yunus polynomial 

 

 

𝑦(𝑞) = 22𝑞51 − 1022𝑞 + 1000 

We observe that Y has obviously 𝑞 = 1 as zero, has two other zeros 𝑞− <  0 <

𝑞+ <  1, and all other zeros are complex conjugate. An approximation of 𝑞+ 

gives 𝑞+= 0.9962107 . . . which leads to 𝑟 = 19. 74 . . ., so nearly 20%. 

 

But some borrowers don’t pay in time, so the n-th payment takes place at 

some random 

time 

 

𝑇𝑛 = 𝑇𝑛−1 +
1

52
𝑋𝑛 =

1

52
(𝑋1 + 𝑋2+             + 𝑋𝑛) 

Lets assume (𝑋𝑖)𝑖 = 1. .50 i.i.d, 𝑋𝑖~ 𝐺(𝑝), the geometric distribution, 𝑝 = P(Xi = 

1), close to 1 ; in other words each week the borrower has probability p to be 
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able to pay the 22 BDT she should pay, weekly refunding accidents being 

assumed to be independent. So 𝑟  becomes a random variable, 𝑅 =

 𝑟(𝑋1, . . . , 𝑋50), satisfying the “Yunus equation” : 

 

1000 = 22 ∑ 𝑒
−𝑅(𝑋1+𝑋2+             +𝑋𝑛)

2

50

𝑘=1

= 22 ∑ 𝑢𝑅(𝑋1+𝑋2+             +𝑋𝑛)

50

𝑖=1

 

where  , 𝑢=𝑒−
𝑟

52 

For the sake of getting a better understanding of the risks faced by the lender 

under these new assumptions we wish to have information on the probability 

law of the random variable 𝑅. The sequel of this paper is devoted to the 

results we got so far. 

4.4 MODELING WITH LATENESS 

In this part, we decided to model the same system of microcredit but with a 

risk of lateness. The person who receives the loan has a probability not to pay 

back on time. However, we supposed that lateness on a given refund would 

not have any impact on the following paybacks. 

 

So, we still supposed that someone loan 1000 BDT to another person and that 

the borrower must pay back each week 22 BDT during 50 weeks. But this time, 

the person who loaned the money can be late on several paybacks. Given that 

microcredits are intended to very poor people, we can’t ask for lateness 

penalties. So the duration of the reimbursement is not 50 weeks anymore, but 

it will be varying according to the payback possibility of the person who need 

a loan. 

 

4.3.1 BUILDING OF THE MODEL 

 

Let 𝑋𝑛 𝑏𝑒 𝑎 𝑟𝑎𝑛𝑑𝑜𝑚 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 which describes the taken time to reimburse on 

the  nth week 
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By denoting p the payback probability on a given week, thus we can say that a 

person who borrows some money has a chance of p to reimburse his loan at 

the end of the first week, a chance (1-p).p to reimburse his loan at the end of 

the second week (because 1-p is the probability not to pay back on a given 

week), etc. 

 

Thus, the probabilities associated to each value are: (w is the number of week 

taken to pay back on the nth week) 

 

 

 

4.3.2 LIMIT OF THIS MODEL 

 

The main problem with this model is the independence of the random 

variables. Indeed we supposed that the lateness on a given week don’t have 

any effects on the following weeks. But in real life, if someone has an 

accident, an illness or an economic problem, he won’t be able to pay back on 

time. This problem could have an influence on the following paybacks. The 

person can still be sick or handicapped by this accident. 
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4.3.3 RATES CALCULATION 

We will now study rates with two different methods. 

The first one, named the effective average rate, is in fact the expected value 

of the Yunus equation. And the second one is the mean of calculated rates for 

lots of examples of geometric distributions. 

We are going to study these two values in order to see if the second tend to 

the first one. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.3.4 EFFECTIVE AVERAGE RATE 

Let 𝑟̅ be the effective average rate. This number satisfies the Yunus equation 

in expected value: 
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FIGURE 4.1 : EFFECTIVE AVERAGE RATE IN FUNCTION OF THE PAYBACK 

PROBABILITY 
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4.3.5 RATE FOR A GEOMETRIC DISTRIBUTION 

It should be reminded that we want now to calculate the rate for someone 

who pays back according to a geometric distribution. To do that, it is essential 

to be able to simulate a geometric distribution. Then we have to rewrite the 

equation which governs our new model. And finally we will be able to 

simulate lots of geometric distributions (which represent the payback times), 

find the associated rates of each distribution and calculate the average rate 

of these distributions. 

4.4 SIMULATE A GEOMETRIC DISTRIBUTION 

 
Most of computing tools are able to give a random value equally distributed 
between 0 and 1. Our goal is to have value on distributed according to a 
geometric law… So we needed a function which can do that. 
 
We are able to have a random number between 0 and 1. Moreover the sum of 
the probabilities of a geometric law is 1. So we will divide the interval [0;1] 
into an infinite number of intervals whose lengths correspond to the 
probabilities of a geometric law. 
 
Thus we will generate a random number between 0 and 1 and look in which 
interval it is. 

 

 

This solution can work but it can be costly to compute it like that. A 
calculation can help us to be more efficient. Indeed we can remark that: 
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We will take an interest on the second equation. We want to find the 
term k+1 to have a number distributed according to the geometric law with 
parameter p: 

 So we just need to take the upper integer of 
log (1−𝑥)

log (1−𝑝)
  to find the wanted 

distribution. It is now 

 

easier and faster to simulate a geometric distribution. 
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4.5 ADAPTATION OF THE YUNUS EQUATION 

 

Let us call actuarial expected rate the positive real number 𝑟  such that, 

replacing 𝑅 by 𝑟, it satisfies the expectation of the Yunus equation  : 

 

1000 = 𝐸 (∑ 22

50

𝑛=1

𝑢−𝑟̅(𝑋1+𝑋2+             +𝑋𝑛)) , 𝑢 = 𝑒−
𝑟

52 

=22 ∑ 𝐸(𝑢−𝑟̅𝑋150
𝑛=1 ) … … … 𝐸(𝑢−𝑟̅𝑋𝑛)𝑎𝑠 𝑋1,…………….𝑋𝑛 𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡. 

 

 

22 ∑ 𝑞−𝑛50
𝑛=1 = 22

𝑞−𝑞51

1−𝑞
 with 𝑞̅ = 𝐸 (𝑒−

𝑟̅

52
𝑋1) = 𝑀𝑋1

(−
𝑟̅

52
) 

 

Where, 
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𝑀𝑋1
(𝑡) =

𝑝𝑒𝑡

1 − (1 − 𝑝)𝑒𝑡
 𝑖𝑠 𝑡ℎ𝑒 𝑚𝑜𝑚𝑒𝑛𝑡 𝑔𝑒𝑛𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑓𝑢𝑛𝑐𝑡𝑖𝑜𝑛 𝑜𝑓 𝐺(𝑝). 𝑠𝑜 

 

𝑀𝑋1
(−

𝑝̅

52
) = 𝑞̅ = 𝑞+ 

𝑡ℎ𝑒 𝑝𝑜𝑠𝑖𝑡𝑖𝑣𝑒 𝑛𝑜𝑛 𝑡𝑟𝑖𝑣𝑖𝑎𝑙 𝑧𝑒𝑟𝑜 𝑜𝑓 𝑡ℎ𝑒 𝑌𝑢𝑛𝑢𝑠 𝑝𝑜𝑙𝑦𝑛𝑜𝑚𝑖𝑎𝑙, 𝑤ℎ𝑖𝑐ℎ 𝑙𝑒𝑎𝑑𝑠 𝑡𝑜 

to 

𝑒
−

𝑟̅

52
=

𝑞+
𝑞++𝑝(1− 𝑞+) =

1

1 + 𝑝(
1

𝑞+
− 1)

 

 So    𝑟̅ = 52ln (1 + 𝑝 (
1

𝑞+
− 1)) 

4.7  INTEREST RATE FROM DIFFERENT ASPECTS 

 

Something we have been fuzzy on is what interest rate the Grameen Bank 

charges. Seems like the sort of thing an aspiring microfinance expert should 

know. 

 

10 years, the borrower repays her last loan, takes out her accumulated 

Special savings (including interest), and leaves the Bank. I ignore the need to 

purchase the 100 taka share because of the wide uncertainty about Grameen's 

future dividend payments.  

 

Our bottom line? 16.28%/year. But if I change the fraction of loans that 

borrowers are compelled to save from 2.5% to 5% (maybe some Grameen 

officers routinely block access to most savings), the credit interest rate rises 

to 18.75%. You can load the spreadsheet and change the parameters near the 

top in columns B and E, then view the resulting interest rate in cell H2. 

 

4.7.1 TWO LAST NOTES: 
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First, Borden did something else, quite special: he obtained weekly 

transaction data for all 43 borrowers in a Grameen "center" (borrowing group) 

in Rajbari District over eight years and used this to compute effective interest 

rates actually paid. Using a consistent (but flawed) methodology this lowered 

the rate from 44.1% to 35.6%. So it seems that deferred and missed payments 

are common enough to lower the effective interest rate substantially. The 

same should apply to my methodology: even for clients for whom my 24.28% is 

number is perfectly correct in theory may pay less in practice. On the other 

hand, clients who save money this way may pay with higher stress. 

Inflation, consumer prices (annual %) 

On balance, Grameen Bank loans, like most microcredit in South Asia, seem 

pretty cheap. 

 

On whether Grameen Bank clients are properly informed that what is billed as 

"10%" works out to more like 24%, see last year's Reflections on Transparency. 

Update: In response to Fehmeen's suggestion, I have incorporated the 

mandatory share purchase and the dividends into the spreadsheet. To keep it 

consistent with the results I quote above, I have added a parameter to turn 

off this consideration. Change "Factor in share purchase?" in the upper left 

from 0 to 1 to enable it. Using a dividend rate of 30 taka/share (the rate of 

the last two years) lowers the nominal credit interest rate from 24.28% to 

23.33%. Keep in mind, however, that with the Grameen Bank, as with any 

investment, risk and return ought to go together. The spreadsheet assumes, 

probably incorrectly, that dividends will be paid at the same rate each year 

like clockwork. It therefore reflects the high recent returns to ownership of 

Grameen shares, but not the associated risk. 

4.7.2  INTEREST RATE FROM EXPERIMENTAL RESULTS 

We have the chance to have with R (effective average rate) by which we did 

some numerical experiments. It turns out that the law for R is impressively 

similar to a  𝑁 (µ, 𝜎), with µ =  𝑟̅ 

http://en.wikipedia.org/wiki/Rajbari%20District
http://www.westga.edu/~bquest/2009/gameen09.pdf
http://data.worldbank.org/indicator/FP.CPI.TOTL.ZG/countries/BD-US-JP-FR-GB-DE?display=graph
http://www.cgdev.org/open_book/2009/07/reflections-on-transparency.php
http://www.cgdev.org/open_book/2010/09/quick-whats-the-grameen-banks-interest-rate.php#comment-4941
http://www.cgdev.org/doc/blog/Roodman%20open%20book/Grameen%20interest%20rate.xlsx
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FIGURE-4.3 INTEREST RATE FROM EXPERIMENTAL RESULTS 

From the graph it is seen that interest rate is obviously 10 ≤ R ≤ 20% 
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4.8 DEFAULT CALCULATION 

We say that there is a d-default if Max{𝑥1 + 𝑥2 + ⋯ … … … . 𝑥𝑛} ≥ 𝑑 . It means 

that we set a kind of tolerance limit d, and there is a d-default when someone 

doesn’t pay back one time before the dth week.If we denote 𝜋𝑑 the probability 

of a d-default for a given d, with p the payback 
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FIGURE 4.4  DEFAULT IN FUNCTION OF THE PROBABILITY 

 

 

 

 

 

WE CAN SEE ON THE GRAPH THAT THE DEFAULT PROBABILITY IN FUNCTION 

OF THE PAYBACK PROBABILITY IS A DECREASING FUNCTION. MOREOVER, 

THE LOWER THE TOLERANCE LEVEL IS (IT MEANS THE SMALLER D IS), THE 

LESS DECREASING IS THE FUNCTION. 
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4.8 .1   D-DEFAULT UTILIZATION 

 

We will now suppose that we want a probability of d-default of 5% for a given 

d, it means:   𝜋𝑑(𝑝) = 5% where p is the probability of payback. Our goal is to 

find the  

payback probability corresponding to this  equation to see in which way the 

tolerance level has an effect  on  the probability of a d-default 

so we have,  

 

We can calculate easily the corresponding payback probability, and equally its 

related effective average rate, for example: 

                          

 

So we can see that the more tolerant the loaner is, the smaller is the rate 

 

 

4.9   COMPARISON WITH ANOTHER MODEL 

We decided to compare the Yunus model with a quite similar model. The 

Cambodian student who will study this subject for the next two years tell us 

that in Cambodia, people are used to payback every two weeks. So we assume 

now that borrowers will reimburse 44BDT every two weeks. 

In this case, the interest rate is 19.34997%. If we compare it to the rate when 

people pay back every week (19.74175%), you can see that it is a little bite 

inferior. This can be explained by the fact that one euro today is not worth 

one euro tomorrow. Money lent to people don’t yield a profit for the lender 

during two weeks (whereas one week, in the previous model) because he 

hasn’t got it. So the lender “loose” money during this time. That is why, the 

interest rate is inferior. To pay-back at the same interest rate, every two 
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weeks, the borrower should refund 44,084 BDT every two week. The rate is 

19.74324%. 

 

 

4.10   MODELING WITH CORRELATED LATENESS 

The model which uses geometric random variables is not accurate because we 

can’t say if at a time a person has a problem on his pay-back, that won’t have 

an influence on his next pay-back. That is why we introduced a correlation 

between two successive variables. In other words, that means the following 

variable depends on the previous one. 

4.11    BUILDING OF THE MODEL 

We built our model as a sum of a variable distributed according to a geometric 

law and a variable depending on the previous one. We initialised the first 

variable with its geometric part: it can’t depend on something that happens 

before. 

In our model, the correlation is a ratio of the pay-back probability. We 

thought that the higher the probability to pay-back is, the less high the 

correlation between two variables is. Indeed, if the probability to pay-bay is 

high, people will refund their dues approximately each week: the correlation 

is near to zero. The contrary is equally true: if the probability to pay-back is 

low, people will refund their dues with lateness and the correlation his high. 

That is why the correlated term is a ratio of (1-p). 

Another property of the correlation is that it can be positive or negative. You 

have to remind that a microcredit is used in poor countries. So, we can easily 

imagine at least two reasons for an inability to pay back: 

We can first imagine that the lender is very sick and can’t go to his work. 

Because he doesn’t work, he won’t have money this week. The next week, 

when he will have money, he would prefer to spend it to feed his family than 

to refund his loan. In this case, there is a positive correlation.  

Then we can imagine that the lender sell bamboo stools. During two weeks, 

his business is very bad, he won’t be able to pay is loan for two weeks, but on 

the third week his business is very great, he will be able to refund his loan. In 

this case, there is a negative correlation.  
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Then, in order to be consistent with the reality and don’t have very long time 

of refunds, we divided the correlation term by ten. We chose ten by trial and 

error method. If we denote by a the correlation term, we got: 

𝑎 =
1 − 𝑝

10
 

 

4.12  MODEL WITH NEGATIVE CORRELATION 

According to what we said before, mathematically speaking, the model can be 

written 

                         

 

Where  ( 𝑥𝑖) ,1≤ i≤ n  is the vector which indicate the number of weeks 

between two refunds 

(ɛ𝑖)  where 1≤ i≤ n  is  a  vector  of  variables  distributed according  to  the  

geometric  law and  I   is the function integer part 

We were obliged to use the integer part because ( 𝑥𝑖) ,1≤ i≤ n  is a vector of 
integer and  ,             

                    

Was  not  an  integer type. 

We also added 1 (in red) to be sure the number of week between two refunds 

is at least one: it is not consistent to reality a person refund before one week. 

And, we took away 1 (in green) in order not to make our time of refunds 

explode. 
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4.13   MODEL WITH POSITIVE CORRELATION 

 

In the case of positive correlation, we don’t need any more the plus 1 to be 

sure the number of week between two refunds is at least one. So, the 

mathematical model can be written 

  

                           

 

 

Where  ( 𝑥𝑖) ,1≤ i≤ n  is the vector which indicate the number of weeks 

between two refunds 

(ɛ𝑖)  where 1≤ i≤ n  is  a  vector  of  variables  distributed according  to  the  

geometric  law and   I   is the function integer part.  

 

 

4.14   RESULTS 

We simulated lots of correlated distributions with parameter p=0.8, calculated 

the rate for each distribution and finally calculated the average of these 

rates. 

 

We got these following histograms for 5,000 simulations with the same 

parameters values we used on part II. We weren’t able to get results for more 

simulations. 
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  4.15   POSITIVE CORRELATION RESULTS 

 

 

FIGURE 4.5 INTEREST RATE FOR 452 POSITIVE CORRELATED DISTRIBUTION 
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4.16        NEGATIVE CORRELATION RESULTS 

 

 

FIGURE 4.6 INTEREST RATE FOR 452 NEGATIVE CORRELATED DISTRIBUTION 
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4.17   ANALYSIS OF THE RESULTS 

In the case of positive correlation, the average of the calculated interest rates 

is higher than in the case of negative correlation. This result seems very 

normal, because in the case of positive correlation, people will spend more 

time to refund money. And, because one euro today is not worth one euro 

tomorrow, the lender makes a rate inferior to the initial one and vice versa. 

Now, if we compare the average of the calculated interest rates in case of 

positive correlation with the average of the calculated interest rates for a 

simple geometric distribution with lateness (15.86641%), we can see that they 

are quite the same. 

Whereas, if we do the same thing but with the negative correlation, the two 

average rates are very different from each other. It is not necessarily a bad 

model given that we don’t have access to statistics that show what really 

happen with micro-credits. 

4.18    CONSUMER CREDIT 

In this last part, we wanted to compare consumer credit with micro-credits. 

To do that, we had to build a consumer credit model. 

4.18.1  CONSUMER CREDIT MODEL 

In this model, we assumed that borrowers would have lateness penalties. 

Indeed, each time he couldn’t payback one week, he had to pay back his due 

the following week increased by 4% (in addition to the normal payback). 

To compare the results with the results obtained with the Yunus model, we 

assumed that borrowers loaned BDT 1000 and had to refund BDT 22 each 

month.So the amounts to be refund are: 
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4.19 SIMULATION 

Firstly, we decided to calculate the applied rates assuming that the borrower 

didn’t be late in any payback. We found a rate of 19.74%, it means the same 

as the one found with the Yunus model in the part I. This result is completely 

coherent because the borrower hadn’t any lateness in his payback, so he 

hadn’t to pay any lateness penalty. 

Then we computed with R lots of geometric distributions and plotted as 

before the histogram of the calculated rates: 
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FIGURE 4.7  INTEREST RATE FOR CONSUMER CREDIT MODEL 
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WE CAN SEE ON THIS GRAPH THAT THE AVERAGE OF THE CALCULATED RATE 

(THE BLACK LINE) IS HIGHER THAN THE RATE APPLIED FOR A PERSON WHO 

IS NEVER LATE. MOREOVER WE CAN SEE THAT INTEREST RATES CAN REACH 

MORE THAN 35% FOR BAD DEBTORS. 

BUT THIS MODEL IS NOT A QUITE REALISTIC CONSUMER CREDIT 

SYSTEM, BECAUSE THE INTERESTS ARE VERY HIGH (EVEN IF 

BORROWERS WERE NOT LATE IN ANY PAYBACK).  

4.20  CONCLUSION 

Through this project, we have seen a main characteristic of micro-credits. In 

comparison with credit interest rates charged in developed countries, micro-

credits apply very high interest rates: in France, they are approximately of 3% 

in contrast to the 20% in the Yunus model. 

But this interest rate is lower when people are late in their payments. These 

are the case of the geometric distribution, the negative and positive 

correlation. But the rate varies with each situation: it is lower on the model of 

lateness with positive correlation than on the geometric distribution or on the 

negative correlation. Indeed, it varies with the number of weeks in total for 

paying off the entire loan. The more weeks to refund is, the lower is the rate. 

This phenomenon can be explained thanks to the fact that one euro today 

isn’t worth a euro tomorrow. So, according to capitalization, if a person 

doesn’t reimburse on time, his loaner will lose money: that is why the loaner 

charge a lower rate. 

Nevertheless, we can say globally that the rates are very high. They aren’t 

inferior to 9%. 

If consumer credit companies wanted to do microcredit with the same rules 

they do in developed countries. The average interest rate really charged will 

increase. It will be approximately of 22.5%. This is not a good thing for them 

because they are already poor. We don’t have to forget that microcredit has a 

social dimension: it was created to help people to exit poverty, not for making 

profits on them and to impoverish them more than they already are. So, if 

consumer credit companies wanted to really do microcredit they have to 

change their rules. 
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CHAPTER FIVE 

ROLE OF MICRO CREDIT IN POVERTY ALLEVIATION 
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5.1 ROLE OF MICRO CREDIT IN POVERTY ALLEVIATION 

Micro credit Programs extend small loans to very poor people for self 

employment projects that generate income for their survival, allowing them 

to care for themselves and their families. Developed over the past twenty 

years, micro credit is now considered as one of the most effective tools that 

we used to fight poverty. It is not charity, but investment, and to understand 

it we need to look at poverty in the world today. 

 

Poverty is a global issue. Despite changes in development paradigms in the 

last half of the 20th century, the promise to bring wellbeing to all human 

being remained unfulfilled. As it stands, more than 100 million children of 

primary school age have never stepped inside a class room, about 29000 

children die each day from largely preventable malnutrition and disease and 

more than 1.2 billion people in the world are struggling to survive  at the 

margin of human existence “on under a dollar a day”. Poverty is the problem 

for all the countries irrespective of their level of development. It can be 

observed in many forms. It has both income and non income dimensions. It 

may be a lack of income or resources, a lack of coping capacity, a lack of 

basic human capabilities, a lack of institutional defenses or in extreme cases a 

lack of all of these. In a wider sense, it may be a combination of economic, 

social and political deprivations. 

 

In consideration of poverty line, people in each country can broadly be 

divided into two categories namely poor and non poor. The non poor are living 

above and the poor are living below the poverty line. The poor may be divided 

into destitute (Bottom 10 percent below the poverty line), extreme poor 

(those in the bottom 10 to 50 percentile of households below the poverty 

line), and moderate poor (those top 50 percent of households living below the 

poverty line are moderate poor). A further category of vulnerable non poor 

may also be recognized who may slip into category of poor anytime. 
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world. Professor Yunus compared his dream, complete eradication of poverty 

from this world, with the Wright brothers’ attempt to fly and the following 

success in flying and aviation. He mentioned that he would also be able to go 

to his moon, Poverty free world, in 55 years time through the micro credit 

program (Yunus, 1997). 

 

In current overview it has been able to gain huge popularity, both in number 

of clients and organizations using microfinance, and in rate of loan return. 

Where the traditional banks did not considered the poor as loan worthy 

because of the uncertainty of their returning ability, Grameen Bank (the 

largest micro credit organization of Bangladesh and joint winner of the Nobel 

Peace Prize) has claimed around 99% returning rate. It is interesting to note 

that the main borrowers of this money are women and this is a policy decided 

by the Bank. Women are regarded as more trustworthy and able to deal with 

money more skillfully than men and this in turn has lead to their 

empowerment. The high rates of loan return have helped microfinance 

organizations like the Grameen Bank to become self-reliant (not depending on 

the donors any more) and bring a lot of people out from the national poverty 

level (Yunus,  2006). 

5.2 BROAD PROBLEM AREA 

 

The greatest challenge that developing countries like Bangladeshis facing is 

POVERTY. Majority of population in Bangladesh is living below poverty line. 

This poverty is becoming cause of several problems like suicides, crimes, 

depression etc in order to control these problems poverty has to be 

controlled, for this purpose many strategies at government level and 

international level are made every day. Purpose of this study is basically to 

see how micro credit customers believe that micro credit has changed their 

lives. In Bangladesh many micro credit institutions are providing micro credit 

facilities. So; in this paper we tried to see how micro credit institutions are 

affecting consumer’s living standard. 
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5.3 TRANSMISSION MECHANISM OF MICRO CREDIT TO POVERTY 

ALLEVIATION 
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5.4 THEORETICAL FRAME WORK 

 

After conducting surveys, completing a literature review and defining problem 

statement, one is ready to develop a theoretical frame work. 

 

A theoretical frame work is a conceptual model of how one theorizes or makes 

logical senses of the relationships among the several factors that have been 

identified as important to the problem. 

 

After theoretical frame work I developed hypothesis to examine whether the 

theory formulated is valid or not. The hypothesis relationships can therefore 

be tested through appropriate statistical analysis. 

 

 

5.5 VARIABLES 

 

A variable is anything that can take on differing or varying values. The values 

can differ at various times for the same object or person, or at the same time 

for different objects or persons. 
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5.5.1 DEPENDENT VARIABLE 

 

The dependent variable is the variable of primary interest to the researcher. 

The researcher’s goal is to understand and describe the dependent variable, 

or to explain its variability, or predict it. In my study dependent variable is 

Poverty reduction. 

5.5.2 INDEPENDENT VARIABLE 

An independent variable is one that influences the dependent variable in 

either positive or negative way. That is, when the independent variable is 

present, the dependent variable is also present, and with each unit of 

increase in the independent variable, there is an increase or decrease in the 

dependent variable also. In other words, the variance in the dependent 

variable is accounted for by the independent variable. In this case 

independent variable is Micro Credit. 

5.5.3 MODERATING VARIABLE 

 

The moderating variable is one that has a contingent effect on the 

independent and dependent variables relationship. That is, the presence of a 

variable (moderating variable) modifies the original relationship between 

independent and the dependent variables. I have taken environment as a 

Moderating Variable. 

 

Environment is taken in a sense that it covers Political environment, it means 

that what are the government strategies to reduce poverty and to improve 

living standard of its people. What are the banks policies to reduce poverty, 

what is the interest rate? What are the conditions on which bank is lending 

loan to people, are conditions acceptable by people, are conditions affordable 

by people? 
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5.6 SCHEMATIC DIAGRAM FOR THE THEORETICAL FRAME WORK 

 

 

 

Here micro credit is taken as an independent variable and poverty reduction 

as a dependent variable. When micro credit increases poverty decreases so; 

poverty reduction is dependent on micro credit.  

 

Some of the factors that show poverty reduction are Training and education, 

clean water and hygienic environment, Nutrition and adequate food, 

Accommodation, Income and savings. 

5.7 HYPOTHESIS DEVELOPMENT 

Hypothesis can be defined as logically conjectured relationship between two 

or more variables expressed in the form of a testable statement. 
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Once the researcher identifies the important variables in a situation and 

establishes the relationships among them through logical reasoning in the 

theoretical frame work, now is a time to test whether the relationships that 

have been theorized do in fact hold true. By testing these relationships 

scientifically through appropriate statistical analysis researcher is able to 

obtain reliable information on what kind of relationship exist among the 

variables operating in the problem situation. The results of these tests offer 

some clues as to what could be changed in the situation to solve the problem. 

Formulating such testable statements is called hypothesis development. 

 

5.8: MATERIALS AND METHODS 

 

The principal method employed for this study was a field survey using a semi-

structured interview schedule. The study was conducted in 07 Division region 

of Bangladesh. The study villages and unions were selected based on 

availability of credit recipient people. Only the micro-credit recipients of the 

study area were considered as population for the study.  

 

Impact of the credit program was assessed by comparing the situation of 

change in income, assets development, level of living, lifestyle patterns and 

poverty status before and after engagement with credit program. Change in 

living standard is a broad term and it was measured in terms of change in 

sources of drinking water, hygienic and sanitation practices, medicare, annual 

expenditure on clothing and electricity consumption. Different statistical tests 

(Chi-square, F-test) were used to analyse the association and extent of 

contribution within the variables. In order to assess the factors related to 

income, education and other variables of the borrowers, multiple regression 

analysis was performed. 
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5.9 DATA PRESENTATION, INTERPRETATION AND DISCUSSION 

THE MODEL USED FOR THIS ANALYSIS CAN BE EXPLAINED AS 

FOLLOWS: 

Y = A + B1 *X1 + B2 *X2 + B3* X3  + E 

 

WHERE, Y IS THE MONTHLY INCOME NOW AFTER TAKING 

MICROCREDIT 

 X1 IS RESPONDENT'S EDUCATION STATUS 

X2 IS NO. OF MEMBERS IN RESPONDENT'S FAMILY 

X3 IS NUMBER OF EARNING MEMBERS 

 

b1, b2 and b3 are regression coefficients of the corresponding independent 

variables and “e” is random error, which is normally and independently 

distributed with zero (0) mean and constant variance. 

 

 

 

 

ANOVA 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 

Regressio

n 
168.518 4 42.130 27.517 .000b 

Residual 684.367 447 1.531   

Total 852.885 451    

a. Dependent Variable: monthly income now after taking microcredit 
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b. Predictors: (Constant), Respondent's education status, No. of earning 

members in respondent's family, total amount of micro-credit  have 

taken this year, Respondent's no. of family member 

 

 

COEFFICIENTS 

Model Unstandardized 

Coefficients 

Standardiz

ed 

Coefficien

ts 

t Sig. 

B Std. Error Beta 

 

(Constant) 3.048 .234  13.032 .000 

      

No. of earning 

members in 

respondent's 

family 

.410 .100 .188 4.099 .000 

Respondent's no. 

of family member 
.067 .040 .077 1.682 .093 

Respondent's 

education status 
.309 .071 .192 4.351 .000 

a. Dependent Variable: monthly income now after taking microcredit 

TABLE -5.1:MONTHLY INCOME NOW AFTER TAKING MICROCREDIT WITH 

RESPECT TO RESPONDENT’S NO OF EARNING MEMBERS,NO OF  FAMILY 

MEMBER & EDUCATION STATUS. 

 

 

COMMENT:   

FOR ONE UNIT CHANGE IN NUMBER OF EARNING MEMBERS IN RESPONDENTS 

FAMILY,THE MONTHLY TOTAL INCOME AFTER TAKING MICROCREDIT WILL 

INCREASE IN 0.410 UNIT FOR  ONE UNIT CHANGE IN RESPONDENT NUMBER 

OF FAMILY MEMBERS,THE MONTHLY TOTAL INCOME AFTER TAKING 
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MICROCREDIT WILL INCREASE IN 0.067 UNIT FOR  ONE UNIT CHANGE IN 

RESPONDENTS EDUCATION STATUS(SUCH AS ILLITERATE TO PRIMARY) ,THE 

MONTHLY TOTAL INCOME AFTER TAKING MICROCREDIT WILL INCREASE IN 

0.309 UNIT  

 

5.10 LOGISTIC REGRESSION 

In order to estimate the satisfaction level of a respondent house necessities, 

we consider a multiple logistic regression model which takes up the 

satisfaction level as the dependent variable and respondent’s education, 

family income,gender and husband occupation as independent variables. The 

reason behind the use of logistic regression model is that the outcome 

dependent variable -satisfaction status is dichotomous in nature. The logistic 

regression model can be used not only to identify risk factors but also to 

predict the probability of success. This model expresses a qualitative 

dependent variable as a function of several independent variables – both 

qualitative and quantitative (Fox, 1984). 
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Variables in the Equation 

 B S.E. Wald df Sig. Exp(B) 

 

Education   4.332 3 .228  

Primary .590 .722 .666 1 .414 1.803 

Secondary .859 .708 1.472 1 .225 2.362 

Higher .133 .721 2.469 1 .116 1.142 

Family_income 
  24.05

7 
7 .001 

 

Below 50000 
-
21.23
0 

40192.
970 

.000 1 1.000 .000 

50000-60000 
-
1.808 

.565 
10.25
1 

1 .001 .164 

60000-70000 
-
1.538 

.660 5.428 1 .020 .215 

70000-80000 -.752 .522 2.078 1 .149 .471 

80000-90000 .003 .470 .000 1 .995 1.003 

90000-100000 .615 .363 2.862 1 .091 1.849 

Above100000 -.552 .367 2.257 1 .133 .576 

Husbands_occu
patin 

  
2.220 5 .818 

 

Farmer 
19.69
6 

40191.
501 

.000 1 1.000 
3579005
94.980 

Labour 
19.21
2 

40191.
501 

.000 1 1.000 
2205818
88.934 

Business 
19.41
0 

40191.
501 

.000 1 1.000 
2689022
08.559 



85 

 

Other 
19.36
5 

40191.
501 

.000 1 1.000 
2571813
09.281 

Gender(female
) 

-
1.265 

56840.
405 

.000 1 1.000 .282 

Male -.531 .761 .487 1 .485 .588 

Constant 
-
19.99
7 

40191.
501 

.000 1 1.000 .000 

a. Variable(s) entered on step 1: education, Family_income, 
Husbands_occupation, gender. 

TABLE-5.2: SATISFACTION LEVEL OF THE RATE OF INTEREST WITH 

RESPECT TO EDUCATION, FAMILY INCOME, HUSBANDS OCCUPATION, 

GENDER.FROM TABLE (5.2), WE MAY CONCLUDE THAT EDUCATED 

PEOPLE ARE   SATISFIED WITH THE RATE OF INTEREST, BUT HIGHER 

EDUCATED PEOPLE ARE NOT SATISFIED WITH THE RATE OF INTEREST 

IN OUR STUDY. INCOME LEVEL IS AN IMPORTANT FACTOR TO MEASURE 

THE LEVEL OF SATISFACTION ON INTEREST RATE. IT HAS POSITIVE 

IMPACT ON SATISFACTION LEVEL. GENDER (MALE) OF THE 

RESPONDENTS IS NEGATIVELY RELATED TO THE DEPENDENT VARIABLE 

.MALE RESPONDENTS DOES NOT  IMPROVES THE SATISFACTION LEVEL. 

TABLE 4 ALSO INDICATES THAT SATISFACTION ON INTEREST RATE 

ALSO DEPEND ON HOW AMONG THE RESPONDENT’S HUSBANDS. HENCE 

WE MAY CONCLUDE THAT THIS INTEREST RATE MAKE LIFE EASY, 

WHICH IS POSITIVELY RELATED TO THE SATISFACTION ON 

RESPONDENTS. WE MAY ALSO CONCLUDE THAT THE HIGH INTEREST 

RATE OF THE MICRO-CREDIT RESULT DECREASE IN THE SATISFACTION 

LEVEL ON RESPONDENTS. ON THE OTHER HAND, REASONABLE 

INTEREST RATE OF THE MICRO-CREDIT OF RESPONDENTS INCREASES 

THE LEVEL OF SATISFACTION. 

  



86 

 

5.11 ASSOCIATE RELATION BETWEEN ACCESS TO CREDIT AND 

POVERTY CATEGORY: 

Data contained in Table (5.3) are the basis for testing the research hypothesis 

which shows that micro-credit has a significant impact on poverty reduction. 

 

Poverty 
category 

Access to credit d.f. Chi-squarer value  

   

Before After  

    

Poor 369(81.6%) 108(23.9%)          62.454**  

Non-poor 83(18.4 %) 344(76.1 %)     
1 

 

  

Total 452 452    

      

Critical region at 1% level of significance is 6.635 

 

TABLE-5.3:ASSOCIATE RELATION BETWEEN ACCESS TO CREDIT AND 

POVERTY CATEGORY. 
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FIGURE-5.1 CHANGE IN ECONOMIC STATUS AFTER ACCESSING MICRO-

CREDIT 

 

 

 

THIS ALSO INDICATES THAT BEFORE INVOLVEMENT WITH CREDIT PROGRAM 

THE POOR WERE 81.6% AND THEREAFTER DECREASED TO 23.9%. 

ACCORDINGLY, BEFORE INVOLVING WITH MICRO-CREDIT, THE NON-POOR 

WERE 18.4% AND THEN INCREASED TO76.1%. THIS IMPLIES THAT INCIDENCE 

OF POVERTY DECREASED THROUGH ACCESS TO CREDIT. 
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FIGURE-5.2 ABILITY TO BUY MEAT AND FISH BEFORE TAKING MICRO-

CREDIT. 

FROM THE ABOVE FIGURE (PIE-CHART) WE CAN SAY THAT THE ABILITY TO 

BUY MEAT OR FISH BEFORE TAKING MICRO-CREDIT AMONG 452 

RESPONDENTS 9% OF THEM HAVE ABUNDANCE OF FOOD, 11% OF THEM CAN 

BUY AS MUCH AS THEY WANT, 15% HAVE INCREASED TOTALLY, 18% HAVE 

IMPROVED A LOT, AND 47% HAVE IMPROVED. 

  

15%

47%

18%

11%
9%

micro-credit taking before

increased totally

improved

improved a lot

can buy as much as I want

abundance of food
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FIGURE-5.3 ABILITY TO BUY MEAT AND FISH AFTER TAKING MICRO-

CREDIT. 

 

COMMENT: FROM THE ABOVE FIGURE (PIE-CHART) WE CAN SAY THAT THE 

ABILITY TO BUY MEAT OR FISH AFTER TAKING MICRO-CREDIT AMONG 452 

RESPONDENTS 6% OF THEM CAN BUY AS MUCH AS THEY WANT, 4% HAVE 

ABUNDANCE OF FOOD, 9% HAVE IMPROVED A LOT, 8% HAVE INCREASED 

TOTALLY, 23% BETTER THAN BEFORE, 24% HAVE IMPROVED, AND 25% NO 

RESPONSE 

  

8%

24%

9%

6%4%

1%

23%

25%

micro-credit taking after

increased totally

improved

improved a lot

can buy as much as I want
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TABLE-5.4:MULTIPLE REGRESSION COEFFICIENTS OF CONTRIBUTING 

FACTORS ON TOTAL INCOME AFTER JOINING MICRO-CREDIT PROGRAM. 

 

Dependen
t 

Independent variables Regressi
on 

Adjusted 
R2 

F-
value 

 

variable coeffici
ent 

 

    

 Loan amount received 1.180
e-
005***
* 

   

      

Total 
income 

Income through utilization 
of credit 

0.008*
* 

   

     

after 
joining 

Number of earning 
member 

0.041
0** 

0.128 27.51
7*** 

 

credit 
program 

     

Years of schooling 0.309*
* 

   

      

 Household size of the 
respondent 

0..06
7 

   

      

 

* and ** indicate significant at 5% and 1% level of significance respectively.  

TABLE (5.4) SHOWS THAT THERE IS A SIGNIFICANT CONTRIBUTION IN LOAN 

AMOUNT RECEIVED, INCOME THROUGH UTILIZATION OF CREDIT, NUMBER OF 

EARNING MEMBER AND YEARS OF SCHOOLING AFTER JOINING THE MICRO-

CREDIT PROGRAM. AMONG THESE, INCOME THROUGH UTILIZATION OF 

CREDIT IS THE MOST IMPORTANT CONTRIBUTING FACTOR (SIGNIFICANT AT 

1% LEVEL OF SIGNIFICANCE), WHEREAS THE COEFFICIENTS OF OTHER 

FACTORS ARE SIGNIFICANT AT 5% LEVEL OF SIGNIFICANCE. CONDUCTED 

SIMILAR STUDY WHO FOUND THAT THERE WAS A POSITIVE AND SIGNIFICANT 

RELATIONSHIP BETWEEN THE AMOUNT OF CREDIT AND THE TOTAL INCOME. 
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TABLE-5.5 CODING TABLE 

                                            Chi-Square Tests 

 Value df Asymp. Sig. (2-

sided) 

Pearson Chi-Square 44.200a 7 .000 

    

    

N of Valid Cases 452   

a. 2 cells (12.5%) have expected count less than 5. The minimum expected 

count is .31. 

Hypothesis:  

H0: THERE IS NO ASSOCIATION BETWEEN SANITATION AND TOTAL INCOME 

H1: THERE IS ASSOCIATION BETWEEN THEM. 

 

DECISION: 

WE KNOW THAT H0 IS REJECTED IF P-VALUE IS LESS THAN ANY LEVEL OF 

SIGNIFICANCE. FROM THE ABOVE TABLE WE HAVE ENOUGH EVIDENCE TO SAY 

THAT AT 1% LEVEL OF SIGNIFICANCE H0 IS REJECTED I.E. THERE IS 

ASSOCIATION BETWEEN SANITATION AND TOTAL FAMILY INCOME. 
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FIGURE-5.4:SANITATION VERSUS FAMILY INCOME 
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FIGURE-5.5 GENDER VERSUS USING YEARS OF MICRO-CREDIT. 

 

 

 

IT HAS BEEN OBSERVED FROM THE TABLE THAT OUT OF 338 FEMALE 

92(27.2%) TAKE MICROCREDIT SINCE (1-2) YEARS, 86(25.4%) SINCE (3-

4)YEARS, 65(19.2%)SINCE (5-6)YEARS,39(11.5%)SINCE(7-

8)YEARS,32(9.5%)SINCE (9-10)YEARS,24(7.1%)SINCE ABOVE 10 YEARS AND  

IT HAS BEEN OBSERVED FROM THE TABLE THAT OUT OF 114 MALE 39(34.2%) 

TAKE MICROCREDIT SINCE (1-2) YEARS, 30(26.3%) SINCE (3-4)YEARS, 

17(14.9%)SINCE (5-6)YEARS,13(11.4%)SINCE(7-8)YEARS,7(6.1%)SINCE (9-

10)YEARS, 8(7.0%)SINCE ABOVE 10 YEARS. 
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COMMENT: SO WE CAN CONCLUDE FROM THE CROSSTAB AND HISTOGRAM 

THAT FEMALES ARE USING MICROCREDIT MORE THAN MALES AND DAY BY 

DAY THE PERCENTAGE OF USERS INCREASING.                                                                                                                                                                                                                                                               

 

 

FIGURE-5.6 FREQUENCY OF MALE AND FEMALE TAKEN MICRO-CREDIT. 

 

 

FROM THE ABOVE FIGURE WE CAN SAY THAT AMONG 452 RESPONDENTS 75% 

OF FEMALE AND 25% OF MALE HAVE TAKEN MICROCREDIT IN THIS YEAR. 
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TABLE-5.6:ASSOCIATION BETWEEN EDUCATION STATUS AND ENOUGH 

INCOME. 

Chi-Square Tests 

 Value df Asymp. Sig. (2-

sided) 

Pearson Chi-Square 30.296a 3 .000 

    

    

N of Valid Cases 452   

a. 0 cells (0.0%) have expected count less than 5. The minimum 

expected count is 6.29. 

Hypothesis: 

H0: THERE IS NO ASSOCIATION BETWEEN EDUCATION STATUS AND ENOUGH 

INCOME. 

H1: THERE IS ASSOCIATION BETWEEN THEM. 

DECISION: WE KNOW THAT H0 IS REJECTED IF P-VALUE IS LESS THAN ANY 

LEVEL OF SIGNIFICANCE. FROM THE ABOVE TABLE WE HAVE ENOUGH 

EVIDENCE TO SAY THAT AT 1% LEVEL OF SIGNIFICANCE H0 IS REJECTED I.E 

THERE IS ASSOCIATION BETWEEN EDUCATION STATUS AND ENOUGH INCOME. 

 

5.12: AGE OF RESPONDENTS 

 

20% of the beneficiaries were aged between 19 to 25 years while 21.3% were 

aged between 26 to 30 years, 22.7% were aged between 31 to 35 and 36 to 

40 and 13.3% were above 40 years as presented in table 4.1 below. The 

results indicate that most of the beneficiaries are neither too old nor too 

young. According to the administrator s of the institutions, this is the most 

active age group amongst the beneficiaries. Olujide (2008) agrees with this 

observation. While talking to the beneficiaries it was clear that, this age 

group has many needs which call for hard work in order to fulfil them. When 

the potential borrowers’ access credits they always try and put it to better 

use for example by engaging in different businesses. This will lead to 
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increased productivity, ownership of assets and the end result will be 

improved household incomes of the poor people. According to Mugerwa 

(2000) micro credit institutions always give funds to active people who 

clearly know why they want the funds. 

 

TABLE-5.7: SHOWS THE FREQUENCY AND PERCENTAGES OF 

BENEFICIARIES ACCORDING TO AGE. 

 

Variable –Age Frequency Percentage 

19-25 90 20 

26-30 95 21 

31-35 100 22 

36-40 100 22 

Above 40 years 67 13 

 

 

452 100 

(Source: Primary data)   
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5.13 MARITAL STATUS 

 

2.7% of the beneficiaries were single while 97.3% were married as shown in 

the table below. The married form the majority of respondents, this can be 

linked to the fact that they are more responsible and have many financial 

needs as compared to single people. Married people will borrower in order to 

get start up capital. This enables them to engage in businesses which will 

increase their productivity and eventually their household incomes. Credit 

institutions also find it easy to give credit to married person then single 

persons since most of the time they give security to one other (Olijude, 

2008). 

TABLE-5.8: FREQUENCY AND PERCENTAGES SHOWING MARITAL STATUS 

OF THE RESPONDENTS 

 

Variable 

Marital status 

Frequency Percentage 

Single 12 2.7 

Married 440 97.3 

Total 452 100 

(Source: Primary data)   

 

5.14 NUMBER OF YEARS WITH THE INSTITUTIONS. 

 

72.78% of the respondents had stayed with the institutions for more than 5 

years as per table 4.5 below. Implying that the respondents had a better 

understanding of micro credit operations and their answers can be relied upon 

greatly. It’s also important to note that for a beneficiary to stay for all this 

time in an institution means that he/she is benefiting from the operations of a 
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micro credit institution. It was noted while talking to the beneficiaries that 

their incomes and assets had increased over time. For example most of them 

were involved in farming, fishing, retail business and second hand cloths and a 

number of them had bought bicycles and a few had motorcycles.  

 

TABLE-5.9: FREQUENCY AND PERCENTAGES SHOWING RESPONDENT’S 

NUMBER OF YEARS WITH INSTITUTION 

 

Variable  

number of years 

Frequency Percentage 

1-2 131 28.98 

3-4 116 25.66 

5-6 82 18.14 

7-8 52 11.50 

9-10 39 8.63 

Above 10 

  

32 7.07 

Total          452     100 
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FIGURE-5.7:USING YEAR OF MICRO-CREDIT 

 

 

 

(Source: Primary data) 

COMMENT: USING YEARS OF MICRO CREDIT FROM 1 TO 6 YEARS IS 329 OUT 

OF 452 WHICH IS 72.78%. 
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FIGURE-5.8:LIVING STATUS OF RESPONDENTS AFTER TAKING MICRO-

CREDIT 
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TABLE-5.10 LIVING STATUS OF MICRO-CREDIT BORROWERS 

 

Living status  frequency Percentage 

worse 5 1.1 

No change 101 22.3 

improved 278 61.5 

Improved a lot 68 15 

total 452 100 

 

COMMENT: FROM THE TABLE WE SEE THAT 278 RESPONDENTS IMPROVED 

THEIR LIVING STATUS WHICH IS 61.5% AS WELL AS PERCENTAGE OF 

IMPROVED A LOT RESPONDENTS IS 15%.  
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5.15 THE AVERAGE LOAN SIZE 

FIGURE-5.9 AMOUNT OF MICRO-CREDIT TAKING BY RESPONDENTS. 
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TABLE-5.11: FREQUENCY AND PERCENTAGES SHOWING THE AVERAGE 

LOAN SIZE OF THE RESPONDENTS 

 

Amount of loan Frequency Percentage 

3000-5999 33 7.3 

6000-9999 54 11.94 

 

10000-12999 97 21.46 

13000-16999 185 40.93 

17000-19999 49 10.85 

Above 20000 34 7.52 

Total 452 100 

 

(Source: Primary data) 

 

TABLE 4.7 SHOWS HOW RESPONDENTS WERE CLASSIFIED ACCORDING TO 

THEIR LOAN AMOUNT THEY RECEIVE IN ORDER TO ESTABLISH WHETHER IT 

CAN SUPPORT THE BENEFICIARIES START A SMALL BUSINESS. 40.7% OF THE 

BENEFICIARIES GOT A LOAN AMOUNT OF BETWEEN 3000-12999 /=  AND 

59.3% GOT ABOVE 13000/= THE AMOUNT OF 10000/= CAN FACILITATE A 

PERSON TO BEGIN A SMALL ENTERPRISE IN THE RURAL AREAS. THIS MIGHT 

LEAD TO INCREASED PRODUCTIVITY AS A RESULT OF THE BENEFICIARY’S 

INVOLVEMENT IN DIFFERENT BUSINESSES AND THE END RESULT IS 

INCREASED HOUSEHOLD INCOME.  
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5.16: BORROWERS’ CHARACTERISTIC AND HOUSE HOLD INCOME 

 

TABLE-5.12: SHOWING RELATIONSHIP BETWEEN INDEPENDENT AND 

DEPENDENT VARIABLES 

 

 

variables 1 2 3 4 

1)Micro-

credit 

1.000    

2)Education 

status 

.570** 1.000   

3)Business  

type 

0.536** 0.533** 1.000  

4)Family 

income 

0.528** .676** 0.601** 1.000 

 

(Source: Primary data)      

** Correlation is significant at the 0.01 level (2tailed) 

THIS STUDY FURTHER REVEALS A SIGNIFICANT POSITIVE RELATIONSHIP 

BETWEEN BORROWERS’ CHARACTERISTIC AND OTHER VARIABLES OF THE 

STUDY. BUSINESS TYPE EXHIBITED THE HIGHEST DEGREE OF A SIGNIFICANT 

POSITIVE RELATIONSHIP WITH EDUCATION STATUS(R=.533, P<0.01), 

FOLLOWED BY HOUSE HOLD INCOME SHOWING A SIGNIFICANT 

CORRELATION(R=.676, P<0.01) AS PRESENTED IN THE TABLE BELOW. 

BORROWERS’ WITH EDUCATION STATUS CAN EASILY ACCESS CREDIT WHICH 

THEY CAN USE TO START SMALL BUSINESSES.  
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5.17 PREDICATION MODEL FOR HOUSEHOLD INCOME 

Regression analysis was used to determine the extent to which the 

independent variable explains/predicts the dependent variable. The result is 

shown in table (5.13) below. 

 

HOUSEHOLD   INCOME=𝒃𝟎+𝒃𝟏 ∗ 𝐓𝐨𝐭𝐚𝐥 𝐚𝐦𝐨𝐮𝐧𝐭 𝐨𝐟 𝐥𝐨𝐚𝐧   + 𝒃𝟐 ∗

𝐑𝐞𝐬𝐩𝐨𝐧𝐝𝐞𝐧𝐭𝐬 𝐜𝐡𝐚𝐫𝐚𝐜𝐭𝐞𝐫𝐢𝐬𝐭𝐢𝐜𝐬  + 𝒃𝟑 ∗ 𝐰𝐢𝐭𝐡 𝐭𝐡𝐞 𝐦𝐨𝐧𝐞𝐲 + 𝐞 

 

TABLE -5.13: PRESENTS THE REGRESSION RESULTS. 

 

Model  Unstanderdi
zed 
coefficient 

standerd
ized 
coefficie
nt 

T  Sig  R  

Squa
re  

Adjus
ted R 
squar
e 

F  Sig   

Beta  Std 
error 

Beta  

Total 
amount of 
loan 

2.207
E-005 

.000 .305 5.5
87 

.0
0 

 

 

 

 

.150 

 

 

 

 

.141 

 

 

 

 

16.9
94 

 

 

 

 

.0
00 

Responden
ts 
characteri
stics 

.413 .111 .202 3.7
03 

.0
0 

Work/bussi
ness with 
the money 

.032 .083 .021 .38
0 

.7
05 

 

FROM THE REGRESSION MODEL THE RESULT WE FOUND THAT HOUSEHOLD 

INCOME INCREASE .305 TIMES PER UNIT INCREASE IN LOAN AMOUNT THEY 

TAKE HOUSEHOLD INCOME INCREASE .202 TIMES FOR THEIR OCCUPATION 

HOUSEHOLD INCOME INCREASE .021 TIMES FOR WHICH THEY USED LOAN IN 

BUSINESS.  

 

Model  Multi-collinearity 
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tolerance VIF 

Total amount of loan .400 2.500 

Respondents characteristics .246 4.062 

Work/ business with the money .411 2.434 

 

NB: According to Rockwell, 1975 when tolerance statistic is less the 0.1 and 

VIF is greater than10, then there is  multicollinearity. 

FIGURE-5.10:GRAPHICAL REPRESENTATION OF RESPONDENT’S 

DEMOGRAPHIC CHARACTERISTICS. 

 

CONCLUSION: FROM THE ABOVE FIGURE WE CAN CONCLUDE THAT PEOPLE 

WHO TAKES MICROCREDIT 41% TAKES FROM GRAMEEN BANK ,19% FROM 

BRAC, 1% FROM PKSF, 1% FROM ASA AND 38% FROM 

OTHERS(ASA,JONOTA,JAMAL AND ISLAMIC). 

  

grameen 
bank
41%

pksf
1%

brac
19%

asa
1%

others(asa,jono
ta,jamal and 

islamic)
38%

Other
39%

microfinace institution
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TABLE-5.14:DESCRIPTIVE STATISTICS ON RESPONDENTS’ FINANCIAL 

STATUS. 

 

variables Mean Standard deviation 

Monthly income after 
taking microcredit 

6995.42 733.34 

Monthly expenditure 
after taking 
microcredit 

6530.82 720.75 

Monthly income before 
taking microcredit 

6512.45 712.30 

Monthly expenditure 
before taking 
microcredit 

5998.75 731.65 

Respondent’s age 36.72 4.836 

Monthly saving 758.13 75.25 

Total amount taken in 
this year 

29102.88 998.92 

 

COMMENT: FROM THIS TABLE WE SEE THAT AFTER TAKING MICRO CREDIT 

MONTHLY INCOME AND EXPENDITURE BOTH ARE INCREASED. 
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FIGURE-5.11:FREQUENCY OF THE SEX OF RESPONDENTS 

AS HIGHLIGHTED BY ABOVE FIGURE, THE MAJORITY OF THE RESPONDENTS 

IN THE SAMPLE ARE FEMALE  WITH 344(N=452) ,REST OF THEM ARE MALE 

WITH 108. 
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FIGURE-5.12:FREQUENCY OF THE DIFFERENT AGE GROUP OF 

RESPONDENTS. 

 

AS ILLUSTRATED BY ABOVE FIGURE, 75 RESPONDENTS (16.59%) FALL INTO 

THE AGE GROUP 19-28 YEARS. 98 RESPONDENTS (21.68%) FALL INTO THE 

AGE GROUP 29-33 YEARS AND 101(22.34%) RESPONDENTS FALL INTO THE 

AGE GROUP 34-38 YEARS. 80 RESPONDENTS (17.69%) FALL INTO THE AGE 

39-43 YEARS . THE FEWEST RESPONDENTS  FALL INTO THE AGE GROUP 

ABOVE 50 YEARS. 
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FIGURE-5.13:EDUCATIONAL LEVEL OF RESPONDENTS 

ABOVE FIGURE 3.6 HIGHLIGHTS THE EDUCATIONAL LEVEL OF THE SAMPLE. 

IT CAN BE NOTED THAT 135(29%) RESPONDENT ARE ILLITERATE ,177(40%) 

HAVE  PRIMARY EDUCATION, 122(27%) HAVE SECONDARY EDUCATION, 18(3%) 

HAVE HIGHER EDUCATION. 

 

 

 

Illiterate Primary Secondary Higher

135

177

122

18

Chart Title: Education
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FIGURE-5.14:NUMBER OF CHILDREN OF RESPONDENTS 

FROM THE ABOVE FIGURE IT IS CLEAR THAT 27 RESPONDENTS (5%) HAVE NO 

CHILDREN, 175 RESPONDENTS (38%) HAVE 1-2 CHILDREN, 205 RESPONDENTS 

(45%) HAVE 3-4 CHILDREN AND 45 (10%) HAVE 4 OR MORE CHILDREN. 
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FIGURE-5.15:RESPONDENTS OCCUPATION. 

IT IS CLEAR FROM ABOVE FIGURE THAT MOST OF THE RESPONDENTS 

OCCUPATIONS ARE POULTRY FARMING AND HANDICRAFT. 
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FIGURE-5.16:GRAPHICAL REPRESENTATION OF FACTORS SHOWING 

POVERTY REDUCTION TRAINING AND EDUCATION PROGRAM 

 

 

FROM ABOVE FIGURE WE CAN SEE THAT 120 RESPONDENTS 26.54% WERE 

INVOLVED IN TRAINING AND 332 RESPONDENTS 73.46% WERE NOT INVOLVED 

IN ANY KIND OF TRAINING OR EDUCATION PROGRAM. 
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FIGURE-5.17:CHILDREN GETTING ANY KIND OF TRAINING OR 

EDUCATION. 

352 RESPONDENTS (77.87%) ARE GIVING TRAINING AND EDUCATION TO 

THEIR CHILDREN AND 100 RESPONDENTS (22.23%) ARE NOT GIVING 

TRAINING AND EDUCATION TO THEIR CHILDREN. 
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FIGURE-5.18:FREQUENCY EDUCATION OR TRAINING IS EXPENSE OR 

ASSET 

 

 

 

ABOVE FIGURE DEPICTS THAT 90 RESPONDENTS (19.91%) THINKS THAT 

TRAINING OR EDUCATION IS A WAY TO SOLVE YOUR PROBLEMS. AND 362 

RESPONDENTS (80.09%) DON’T THINK THAT TRAINING OR EDUCATION IS A 

WAY TO SOLVE PROBLEMS. 
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5.18 NUTRITION AND ADEQUATE FOOD 

 

FIGURE-5.19:FREQUENCY OF CHILDREN GETTING ANY KIND OF  

EDUCATION OR TRAINING. 

 

 

352 RESPONDENTS (77.87%) ARE GIVING TRAINING AND EDUCATION TO 

THEIR CHILDREN AND 100 RESPONDENTS (22.23%) ARE NOT GIVING 

TRAINING AND EDUCATION TO THEIR CHILDREN. 
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FIGURE-5.20 FREQUENCY OF RESPONDENTS AVERAGE EXPENSE OF 

FOOD. 

 

 

 

WE CAN SEE THAT 85 RESPONDENTS (18.8%) HAVE 100 DAILY AVERAGE 

EXPENSES ON FOOD, 125 RESPONDENTS (27.65%) HAVE 150 DAILY AVERAGE 

EXPENSES ON FOOD, 120 RESPONDENTS (26.54%) HAVE 200 DAILY AVERAGE 

EXPENSES ON FOOD AND 122 RESPONDENTS (26.99%) HAVE OTHER EXPENSES 

SUCH AS 250 ETC. 
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FIGURE-5.21:FREQUENCY OF RESPONDENTS LIVE WITHOUT FOOD. 

 

 

 

55 RESPONDENTS (12.16%) LIVE WITHOUT FOOD SOME TIMES, AND 397 

RESPONDENTS (87.83%) HAVE NOT FACED SUCH SITUATION OF LIVING 

WITHOUT FOOD. 
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FIGURE-5.22:FREQUENCY OF RESPONDENTS DIFFICULT TO MANAGE 

FOOD. 

 

 

 

ABOVE FIGURE DEPICTS THAT 240 RESPONDENTS (53%) FEEL DIFFICULT TO 

MANAGE FOOD EXPENSES AND 212 RESPONDENTS (46.9%) DON’T FEEL IT 

DIFFICULT. 
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FIGURE-5.23:FREQUENCY OF RESPONDENTS MOSTLY EAT. 

 

 

 

LARGE NUMBER OF RESPONDENTS 402 RESPONDENTS (88.93%) EAT RICE. 
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5.19 CLEAN WATER AND HYGIENIC ENVIRONMENT 

 

FIGURE-5.24:FREQUENCY OF RESPONDENTS DRINKING  CLEAN WATER 

& HYGIENIC ENVIRONMENT. 

 

 

 

ONLY 340 RESPONDENTS (75.22%) HAVE CLEAN DRINKING WATER AND 

HYGIENIC ENVIRONMENT AND 112 RESPONDENTS (24.77%) DON’T HAVE 

CLEAN DRINKING WATER AND HYGIENIC ENVIRONMENT. 
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FIGURE-5.25:FREQUENCY OF RESPONDENTS FACE WATER SHORTAGE. 

 

 

 

A SMALL PART OF SAMPLE 60 RESPONDENTS (13.27%) FACE WATER 

SHORTAGE AND LARGE PART OF SAMPLE 392 RESPONDENTS (86.72%) DON’T 

FACE IT. 
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5.20 ACCOMMODATION 

 

FIGURE-5.26:FREQUENCY OF RESPONDENTS HAVING OWN HOUSE OR 

RENTED. 

 

 

FROM THE GRAPH WE SEE THAT MOST OF THE MICRO CREDIT HOLDER HAVE 

THEIR OWN HOUSE. 
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FIGURE-5.27 FREQUENCY OF RESPONDENTS HAVING HOUSE ENOUGH 

FOR FAMILY MEMBER. 

 

FOR 227 RESPONDENTS (50%) THEIR HOUSE IS ENOUGH FOR THEIR FAMILY 

MEMBERS AND FOR 225 RESPONDENTS (49.77%) THEIR HOUSE IS NOT 

ENOUGH FOR THEIR FAMILY MEMBERS. 
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FIGURE-5.28:FREQUENCY OF RESPONDENTS HAVING HOUSE STRONG 

ENOUGH TO BEAR NATURAL DISASTER 

 

 

MOST OF RESPONDENTS DON’T HAVE STRONG ENOUGH HOUSES TO BEAR 

NATURAL DISASTERS. 
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FIGURE-5.29:FREQUENCY OF RESPONDENTS HAVING HOUSE ENOUGH 

FOR FAMILY MEMBER 

 

 

 

FOR 227 RESPONDENTS (50%) THEIR HOUSE IS ENOUGH FOR THEIR FAMILY 

MEMBERS AND FOR 225 RESPONDENTS (49.77%) THEIR HOUSE IS NOT 

ENOUGH FOR THEIR FAMILY MEMBERS. 
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FIGURE-5.30:FREQUENCY OF RESPONDENTS WANT OTHER SOURCE OF 

INCOME 

 

 

 

FROM THE GRAPH WE SEE THAT A LARGE NUMBER OF PEOPLE  WANT OTHER 

SOURCES OF INCOME. 
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FIGURE-5.31:FREQUENCY OF RESPONDENTS ABLE TO SAVE OR 

DIFFICULT 

 

 

 

IN THE ABOVE GRAPH WE SEE THAT STILL IT IS DIFFICULT TO SAVE MONEY 

FOR MOST OF RESPONDENTS. 

 

 

 

  

0

50

100

150

200

250

300

able difficult

able to save or difficult 



129 

 

FIGURE-5.32:FREQUENCY OF OBJECTIVE OF SAVING OF THE 

RESPONDENTS 

 

 

 

 

FROM THE GRAPH WE SEE THAT THE OBJECTIVE OF THE SAVING IS TO MEET 

ANY UNCERTAIN CRISIS IN FUTURE. 
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FIGURE-5.33:FREQUENCY OF DEVELOPING OF LIFESTYLE OF THE 

RESPONDENTS 
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TABLE-5.15:CHI-SQUARE TEST FOR TESTING CHANGE IN ECONOMIC 

STATUS AFTER TAKING MICROCREDIT 

 

 

 

 

 

FROM THE TEST WE SEE THAT THERE IS A GREAT SIGNIFICANCE 

RELATION WITH ECONOMIC STATUS AFTER MICRO CREDIT UTILIZATION AND 

AGE, FAMILY SIZE, TOTAL INCOME AFTER CREDIT UTILIZATION 

 

  

Associations Economic status after 

micro credit utilization 

      

  Chi-square d.f. Significance Gamma 

Age  12.470  6  0.050  -0.449 

Family size  8.157  3  0.043  0.102 

Total income 

after credit 

utilization 

 11.990  3  0.007  0.620 
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CHAPTER SIX 

MICRO-CREDIT AND WOMEN EMPOWERMENT  
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6.1 CONCEPTUALIZING EMPOWERMENT 

 Measuring social processes such as empowerment is a complex task, which 

makes it difficult to deliver exact results. Therefore, it is imperative to come 

up with a clear and transparent definition of empowerment. In this sense 

empowerment is defined as fol-lows: 

Empowerment happens when individuals and organised groups are able to 

imagine their world differently and to realise that vision by changing the 

relations and structures of power that have been keeping them in poverty (see 

Eyben et al. 2008: 6). Empowerment is a non-linear, multi-dimensional 

process evolving along different pathways – material, perceptual, cognitive 

and relational. 

From this definition we developed the following conceptualisation of 

empowerment for the purpose of this study: 

FIGURE 6.1: DETERMINANTS OF EMPOWERMENT 

 

 

According to our understanding, empowerment is determined by the 

interaction of agency, access to resources and opportunity structures (see 

figure 1). Agency is de-fined as the ability of people to define their own goals 

and to act on them. Exercising agency is closely related to individual or 

collective access to resources. This access refers to both tangible resources, 

such as material and financial assets, and intangi-ble resources, including 

skills, knowledge, expertise and participation in networks. The framing 
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institutions, rules, norms, social relationships and power relations that 

constrain and structure agency and access to resources make up the 

opportunity structures of empowerment (Kapitsa 2008: 2). The interplay of 

agency, access to re-sources and opportunity structures takes place in 

different locations at the micro- (lo-cal), meso- (regional) and macro-level 

(national) (see figure 2). 

6.2 WOMEN EMPOWERMENT 

 

In  the  Human  Development  Report  from  2008,  UNDP  stated  that  70  

percent  of  the  world’s population living on less than 1 USD a day are women 

(UNDP, 2008). In addition to being poorer than men, women are also more 

vulnerable, which in part is due to the fact that many developing countries 

are male dominated societies. A basic assumption is  that  poverty  reduction  

strategies  are  related  to  the  promotion  of  development.  Dobra  (2011)  

argues  that  while  in  the  developmental  process,  speaking  about  

development  without seeking to reduce inequalities between men and women 

leads to both partial  development and partial poverty reduction (Dobra, 2011 

p. 136, 137). Furthermore, the  World Bank (2012) has stressed that long 

lasting gender inequalities, characteristic of  many developing countries, are 

restraints on economic growth and development (The  World Bank, 2012). 

With the aim to reduce female fragility and poverty, there has been  an  

increasing  expectation  on  microcredit  and  other  poverty  strategies  to  

positively  affect women’s empowerment.   

 

What is empowerment? The World Bank (2009) defines empowerment as “the 

process  of  increasing  the  capacity  of  individuals  or  groups  to  make  

choices  and  to  transform  those  choices  into  desired  actions  and  

outcomes.  Central  to  this  process  are  actions  which  both  build  

individual  and  collective  assets,  and  improve  the  efficiency  and  fairness  

of  the  organizational  and  institutional  context  which  govern  the  use  of  

these  assets”  (World  Bank,  2009).    Amartya  Sen  (1993)  explains  that   
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division  of  power  within  the  society and the household to be able to 

determine the level of women empowerment.   Therefore,  this  study  makes  

a  distinction  between  the  outcomes  that  lead  to  greater  efficiency  

within  the  existing  norms  and  outcomes  that  can  be  directly  

interpreted  as  women empowerment. This distinction builds on the thoughts 

of Bali Swain (2007) who  argues  that  not  all  activities  that  lead  to  an  

increase  in  well being  of  a  woman  are  necessarily  empowering.  For  

example,  improvement  in  nutrition  of  children  lead  to  greater efficiency 

for women in their role in the household, but it also reinforce existing gender 

roles within the society. When women are better able to perform such 

activities,  it  may  lead  to  an  increased  feeling  of  well being.  This  might  

in  turn  create  conditions  that lead to women empowerment, but such 

activities are not empowering on their own  (Bali Swain, 2007, p. 75).   

Empowerment is not directly observable, and it may be valued differently 

depending on  the  views  of  individuals.  As  briefly  shown  above,  

empowerment  is  a  complex  concept  with many definitions. This study 

argues for an interpretation of the concept using both  the World Bank’s and 

Kabeer’s view of women empowerment. Thus, this study defines  women 

empowerment as the process in which women challenge existing norms of the  

society, in which they live, to improve their well being. Furthermore, this 

study defines  women’s  empowerment  within  four  subgroups:  decision 

making  power  in  the  household, ownership of assets, voice, and mobility. 

These are defined and exemplified 

6.3: MICROCREDIT AND WOMEN EMPOWERMENT 

How does microcredit  lead  to  women’s  empowerment?  Microcredit  

enables  women  empowerment by placing capital in their hands and allowing 

them to earn independent  income and contribute economically to their 

households and communities (Cheston and  Kuhn,  2002,  p.  14).  In  theory,  

women  invest  the  microcredit  in  their  own  income earning activity, 

either in the form of a microenterprise or agricultural production, and  

accordingly  their  income,  which  they  themselves  control,  increases.  In  

other  words,  involvement  in  a  successful  income generating  activity   
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program,  women  may  be  forced  to  cut  their  own,  already  inadequate,  

expenditure  on  food and health services to repay their loans. The 

combination of low incomes, lack of  control,  and  repayment pressure may 

do little to increase women’s empowerment. 

 

6.4 DESCRIPTIVE DATA AND PATTERNS OF EMPOWERMENT 

A total  of  190  women  answered  questionnaire.  126  respondents  had  

received  microcredit from a microfinance institution. 64 of the respondents 

had been accepted into a microcredit program but had not yet received 

microcredit but is about to within a  couple  of  weeks.  As  stated  earlier,  

this  group  is  defined  as  soontobe  microcredit  borrowers.   

TABLE-6.1:FREQUENCY TABLE OF RESPONDENTS TAKING MICROCREDIT 

FROM DIFFERENT INSTITUTION 

 

Micro finance 

institution 

Frequency Percentage 

Grameen bank 181 41 

brac 

 

86 

 

19 

PKSF 8 1 

Buro bangladesh 5 1 

Others(asa,junota 

,jamal and islamic) 

172 38 

 

Table  2  tells  us  that  of  the  452 respondents  that  had  received  

microcredit  89  respondents  were  part  of  BURO  Bangladesh,  34  were  

part  of  BRAC,  12  were  part  of  Grameen Bank and 8 were part of other 
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microfinance institutions. Note that some of the  respondents were enrolled in 

more than one microcredit program. These respondents  will be counted as 

microcredit borrower. Thus, no further specification applies to those  that 

received microcredit from more than one microfinance institution.  This study 

aims  at evaluating the effect of microcredit on women’s empowerment. 

Thus, no analysis will  be  made  showing  the  difference  in  empowerment  

depending  on  which  microfinance  institution the respondent is member. 

6.2. TABLE OF SOME STATISTIC OF RESPONDENTS 

 

 

 

 

 

 

TABLE 6.2 GIVES SELECTED CHARACTERISTICS OF THE SAMPLE FOR 

MICROCREDIT BORROWERS AND SOON TO BE MICROCREDIT BORROWERS. 

MICROCREDIT BORROWERS TEND TO BE OLDER AND HAVE A SLIGHTLY 

HIGHER MONTHLY  EXPENDITURE.  ALSO,  MICROCREDIT  BORROWERS  HAVE  

SLIGHTLY  MORE  INCOME EARNERS IN THE HOUSEHOLD AND CHILDREN 

COMPARED TO SOON TO BE MICROCREDIT BORROWERS.  WHAT IS NOT 

NOTED IN TABLE 3 REGARDING DEMOGRAPHY WAS THAT ALL THE 

RESPONDENTS WERE  EITHER MARRIED, DIVORCED, OR WIDOWED. ALSO, ALL 

THE RESPONDENTS HAD AT LEAST ONE CHILD.   

 

 

 

 

 

 

 

 mean median Std. dev Skewness kurtosis Range 

Age 36.72 35 8.836 .752 .937 51 

Monthly 
expenditure 

7000 7500 139.8 .553 .831 80000 

Number of 
children 

2.72 3 1.30 .613 1.53 8 

Number of 
income 
earner 

1.44 1 .631 1.113 2.515 5 
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TABLE 6.3:FREQUENCY HUSBAND’S  OCCUPATION 

 

 

 

 

 

 

 

 

 

 

TABLE 6.3 GIVES INFORMATION REGARDING INCOME EARNING ACTIVITY FOR 

MICROCREDIT BORROWERS HUSBAND  AND  SOON TO BE  MICROCREDIT  

BORROWERS.  THE  PICTURE  THAT  EMERGES  IS  THAT  SOON TO BE  

MICROCREDIT BORROWERS SEEM TO BE, ON AVERAGE, MORE INVOLVED IN 

THE AGRICULTURAL SECTOR  COMPARED TO MICROCREDIT BORROWERS. ON 

THE OTHER HAND, MICROCREDIT BORROWERS SEEM TO BE, ON AVERAGE, 

MORE INVOLVED IN THE NON-AGRICULTURAL SECTOR. FURTHERMORE, 

MICROCREDIT  BORROWERS SEEM TO BE MORE LIKELY, COMPARED TO SOON 

TO BE MICROCREDIT BORROWERS, TO BE  INVOLVED IN AN OWN BUSINESS.   

 

  

 Frequency 
 

Percentage 

Farmer 

 

150 33.18 

Labor  121 26.76 

Business 

 

106 23.45 

Others 

 

75 16.59 
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TABLE-6.4: TABLE FOR EMPOWERMENT INDICATION 

Empowerment idicators Yes % of yes No %of no 

Make small purchase(e.g 
.dress)without consulting 
husband  

214 63% 124 37% 

Have a say in whether to 
purchase major goods for 
the household(eg:TV)- 

230 68% 108 32% 

Have a say in whether to 
work outside home  

218 64% 120 36% 

Are your children obeyed 
your words? 

257 76% 81 24% 

Have a say whether to buy 
or sell property- 

190 56% 148 44% 

Have a say in whether or 
not to send Children to- 

123 36% 215 64% 

Land ownership in own 
name- 

138 40% 200 60% 

Personally own property 
and/or 
valuables(eg:jewelry)- 

191 56% 147 44% 

Have independent savings- 193 57% 145 43% 

Comfortable giving opinion 

in presence of husband- 

184 54% 154 46% 

People in the village listen 
to ideas and opinions 

180 53% 158 47% 

Comfortable going to local 
market without asking 
permission from husband 
or other family member- 

185 54% 153 46% 

Comfortable going to the 
neighboring village without 

asking for permission from 
husband or other family 
member- 

200 60% 138 40% 
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6.5 LIMITATIONS WITH THE QUESTIONNAIRE METHODOLOGY  

The method used in this thesis has, like most methods, some limitations. But 

the chosen method is believed to be appropriate due to the purpose of this 

study. To give credibility to  this  thesis,  it  is  important  to  highlight  and  

clarify  the  limitations  of  using  the questionnaire method. Some argue that 

it may be problematic to use the questionnaire method since individuals have 

different frames of references, which results in the fact  that  the  answer  

choices  can  have  different  meaning  for  different  individuals.  Another  

potential problem with using a questionnaire is that the questions often are 

broad and  general, making room for individual interpretations that is not 

reflected in the limited  answering choices (Gaiha and Thapa, 2006, p. 12). 

Furthermore, the questionnaire was  conducted in English but most of the 

respondents that were involved in the study did  not  have  sufficient  

language  skills  to  answer  the  questions.  Also,  most  of  the  women  were  

unable  to  read  both  English  and  Bangladeshi.  Therefore,  an  interpreter  

was  required to translate the English questions into Bangladeshi, and then 

back to English.  Consequently, it is possible that there was some divergence 

from the original question  (Pan, 2007, p. 5). The same interpreter was used 

during all interviews, making all the  respondents  answer  the  same  

interpreted  questions.  It  is  therefore  believed  that  the  problem  

described  above  with  using  an  interpreter  is,  to  some  degree,  dealt  

with.  Another limitation with the questionnaire and the sample as a whole is 

that it is rather  small and only conducted in one district of Bangladesh. The 

sample might therefore not  be  entirely  representative  of  all  women  living  

in  Bangladesh,  but  the  sample  size  is  according to Scheyvens and Storey 

(2003) large enough for econometric methods and  can be used to draw some 

conclusions (Scheyvens and Storey, 2003, p. 44).   

6.6  ECONOMETRIC ANALYSIS 

From the data gathered via the questionnaire, the relationship between 

microcredit and  women’s  empowerment  is  analyzed  through  a  cross 

sectional  impact  methodology,  referred  to  as  the  control group  method.  

The  quantitative  data  analysis  has  been  conducted  comparing  
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microcredit  borrowers  with  soon to  be  microcredit  borrowers  using the 

data gathered from the questionnaire. To further clarify, both the treatment  

group  and  the  control  group  have  been  accepted  into  a  microcredit  

program.  The  difference between the groups is that the treatment group, 

microcredit borrowers, has  received microcredit and the control group, soon 

to be microcredit borrowers, has not  received microcredit but is about to 

within a couple of weeks.  To estimate the effect of  microcredit on 

empowerment this study constructs a multiple linear regression model  with 

the ordinary least squares (OLS) method.    

 

6.7:  MODEL SPECIFICATION 

The method of ordinary least squares (OLS) has been used to analyze the data 

presented  in  the  previous  chapter.  As  mentioned  earlier,  the  aim  of  

this  study  is  evaluate  the  impact of microcredit on women empowerment. 

The OLS model suits the purpose well  in  that  a  positive  effect  of  

microcredit  on  women  empowerment  is  captured  by  the  coefficient  β2.  

The  null  hypothesis  is  that  microcredit  has  no  effect  on  women  

empowerment. If β2 obtains a significant positive value, it means that the null 

hypothesis  can be rejected and that microcredit has a positive effect on 

women empowerment.    

Women empowerment is measured via an empowerment index. The index is 

built on the  

 

empowerment indicators presented earlier in table 5, which in turn are 

derived from the  respondent’s  answers  on  the  thirteen  empowerment  

questions  in  the  questionnaire  (found  in  appendix  1).  To  be  able  to  

measure  the  respondent’s  answers  to  these  questions; a yes is 

transformed to a 1 and a no is transformed to a 0. The values for each  of the 

thirteen empowerment indicators are then summed into an aggregate index 

with  one point increments from 0 to 13. An individual with a high aggregate 

empowerment  index empowerment score is considered to be more 
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empowered than an individual with  a low aggregate empowerment index 

score.    

 

The  OLS  model,  in  its  most  basic  form,  only  includes  the  dependent  

variable  empowerment index and the independent variable microcredit 

borrower. The model is  then  built  up  gradually  by  adding  one  

independent  control  variable  at  a  time.  This  is  done  to  derive  how  the  

relationship  between  microcredit  and  women  empowerment  changes  

when  independent  control  variables  are  added.  There  are  a  total  of  

twelve  independent variables conducted for in the model. Thus, there are 

twelve models, where  the  most  comprehensive  model  includes  twelve  

independent  variables.  Equation  1  below defines the most comprehensive 

model with all the independent variables.   

WOMEN EMPOWERMENT  = Β1 + Β2 *FAMILY INCOME AFTER MICRO-

CREDIT + Β3*TOTAL AMOUNT OF LOAN + Β4 * YEARS OF MICRO-

CREDIT PROGRAM   + Β5*AGE + Β6* RELIGION +𝛃𝟕 ∗ EXPENDITURE +  

𝜷𝟖*  RESPONDENT OCCUPATION   +  Β12*  NUMBER OF CHILDREN  + 

Β13 *NUMBER OF INCOME EARNERS IN THE HOUSEHOLD + Ε  

 

 Furthermore,  this  study  aims  to  investigate  the  impact  of  microcredit  

on  each  of  the  empowerment indicators presented in table 5. The OLS 

models are, like before, built up  gradually by adding one independent at a 

time. But the dependent variable is no longer  empowerment  index.  Instead,  

each  of  the  empowerment  indicators  is  the  dependent  variable  one  at  

the  time.  In  other  words,  the  second  OLS  model  has  make  small  

purchases  as  the  dependent  variable,  the  third  OLS  model  has  involved  

in  decision  to  make large purchases as the dependent variable etc. As 

before, the relationship between  the  dependent  variable  and  microcredit  

borrower  is  first  tested,  then  independent  control variables are gradually 

added.   
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TABLE-6.5: TABLE FOR SIMPLE LINEAR REGRESSION OF SOME 

IMPORTANT VARIABLES ON TOTAL AMOUNT OF LOAN TAKING 

Model  Un 
standardize
d 
coefficient 

standardiz
ed 
coefficient 

T  Sig  R  

Squar
e 

Adjust
ed R 
square 

Sig   

Beta  Std 
erro

r 

Beta  

  

Total 
amount of 
loan 

5.404E
-006 

.00 .075 2.180 .03
0 

 

 

 

 

 

 

 

 

.716 

 

 

 

 

 

 

 

 

.707 

 

 

 

 

 

 

 

 

.00
0 

 

Years of 
micro 
credit 
program 

.050 .021 .084 2.378 .01
8 

 

Age  .011 .009 .043 1.128 .00
2 

 

Religion  .806 .301 .089 2.677 .00
8 

 

Expenditu
re  

1.197 .057 .769 21.02
5 

.00
0 

 

Responde
nts 
occupatio
n 

.127 .067 .063 1.899 .03
9 

 

Number of 
children 

-.034 .066 -.020 -.512 .60
9 

 

Number of 
income 
earners 

-.107 .130 -.029 -.826 .40
9 

Dependent Variable :Empowerment index 

SO WE SEE FROM THIS TABLE THAT TOTAL AMOUNT OF LOAN , YEARS OF 

MICRO-CREDIT, AGE, RELIGION, EXPENDITURE, OCCUPATION ARE 

POSITIVELY RELATED WITH WOMEN EMPOWERMENT INDEX, I.E. THESE 
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THINGS ARE SIGNIFICANTLY RELATED WITH THE EMPOWERMENT OF WOMEN 

IN OUR SOCIETY.  

 

6.8 OWNERSHIP OF ASSETS 

The subgroup ownership of assets shows if a woman owns land or any other 

property or  valuable.  This  is  measured  in  terms  of  own  landownership,  

ownership  of  property  and/or  valuables,  and  independent  savings.  

Microcredit  shows  to  have  no  significant  positive  (or  negative)  impact  

on  landownership  in  own  name  and  personally  own  property  and/or 

valuable.  On  the  contrary,  the  positive  relationship  between  microcredit  

and  independent  savings  is  significant  at  the  1  percent  level  in  all  the  

models,  from  the  most  basic  without  independent  control  variables  to  

the  most  comprehensive model with all the independent control variables. 

This suggests that the  relationship  is  robust.  An  explanation  might  be  

that  the  microcredit  borrowers  have  built  up  a  trust  and  relationship  

with  the  microcredit  program,  and  thus  been  able  to  access the other 

financial services offered by the microfinance institutions. The soon to be 

microcredit borrowers have not yet built up this trust and relationship. Age, 

age of  marriage and own business is positive significant, in most of the 

models, in explaining  landownership in own name.  In the case of ownership 

of assets, it seems as household  traits  and  traditions  are  more  important  

than  microcredit.  The  OLS  models  for  own  landownership  (table  14),  

ownership  of  property  and/or  valuables  (table  15),  and  independent 

savings (table 16) are found in appendix 2.    
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FIGURE 6.2: FREQUENCY OF RESPONDENTS HAVING OWN PROPERTY 

 

 

COMMENT : 

From the above pie diagram we can conclude that 60% women have not 

personal own property and 40% have  any personal own property. 

 

FIGURE 6.3: FREQUENCY OF RESPONDENTS HAVING  INDEPENDENT 

SAVING 

 

 

yes
40%

no
60%

personaly own property?

yes
34%

no
66%

Have independent saving?
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COMMENT: 

FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 66% WOMEN HAVE 

NOT ANY INDEPENDENT SAVINGS AND 34% HAVE INDEPENDENT SAVINGS. 

FIGURE 6.4: FREQUENCY OF RESPONDENTS HAVING LAND OWNERSHIP 

 

 

COMMENT: 

FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 64% WOMEN HAVE 

NOT  ANY LAND OWNERSHIP IN OWN NAMEAND 36% HAVE LAND OWNERSHIP 

IN OWN NAME. 

6.9  VOICE 

Voice is a variable showing the woman’s freedom of expression, if she is able 

to express  her views in the presence of her husband, family members and 

others. Voice is examined via two variables: comfortable giving opinion in the 

presence of husband or other family  member  and  village  people  listen  to  

ideas  and  opinions.  Microcredit  is  a  positive  significant  explanatory  

variable  in  the  most  basic  model  without  independent  control  variables  

for  both  comfortable  giving  opinion  in  the  presence  of  family  member  

and  Village people listen to ideas and opinions. However, the relationship 

seems not to be  that strong since when independent control variables are 

added, the relationships are  no  longer  significant.  Furthermore,  

expenditure  seem  to  be  positively  correlated  with  comfortable giving 

opinion in the presence of family member while number of children is  

negatively  significant  in  explaining  comfortable  giving  opinion  in  the  

presence  of  family  members.  The  OLS  models  for  comfortable  giving  

yes
36%

no
64%

Land ownership in own name?
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opinion  in  the  presence  of  husband  or  family  member  (table  17)  and  

Village  people  listen  to  ideas  and  opinions  (table 18) are found in 

appendix 2. 

FIGURE 6.5: FREQUENCY OF RESPONDENTS COMFORTABLE GIVING OPINION 

 

 

COMMENT: 

FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 44% WOMEN ARE 

NOT COMFORTABLE GIVING OPINION AND 56% WOMEN ARE COMFORTABLE 

GIVING OPINION.  

yes
56%

no
44%

Comfortable giving opinion?
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FIGURE 6.6: FREQUENCY OF RESPONDENTS LISTENING TO NEW IDEAS 

AND OPINION 

 

 

COMMENT: 

FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT PEOPLE IN 

VILLAGE DOES  NOT  LISTEN TO IDEAS AND OPINION  FROM 44% WOMEN AND  

PEOPLE IN VILLAGE LISTEN TO IDEAS AND OPINION FROM56% WOMEN. 

 

6.10 MOBILITY 

 

Mobility  is  the  subgroup  that  defines  a  women’s  freedom  of  movement.  

Mobility  is  divided  into  two  indicators:  comfortable  going  to  the  local  

market  without  asking  for  permission  and  comfortable  going  to  the  

neighborhood  village  without  asking  for  permission. Microcredit shows no 

significant relationship to either comfortable going to  the  local  market  

without  asking  for  permission  or  comfortable  going  to  the  neighborhood 

village without asking for permission.  As presented in table 5 in chapter  4,  

both  microcredit  borrowers  and  soon to be  microcredit  borrowers  are  

highly  restricted  in  their  freedom  of  movement.    Also,  husband’s  

business  and  agricultural  work is negatively significant in explaining both 

comfortable going to the local market  without  asking  for  permission  and  

comfortable  going  to  the  neighborhood  village  without  asking  for  

yes
56%

no
44%

People in village listen to ideas 
and opinions?
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permission.  This  might  be  explained  by  the  fact  that  most  of  the  

individuals  involved  in  the  agricultural  activities  live  in  their  home  

village.  Thus,  a  person  whose  income earning  activity  is  located  in,  for  

example,  another  village  is  consequently more mobile.  The OLS models for 

comfortable going to the local market  without  asking  for  permission  (table  

19)  and  comfortable  going  to  the  neighborhood  village without asking for 

permission (table 20) are found in appendix 2.  

 

FIGURE 6.7: FREQUENCY OF RESPONDENTS WILLING  TO GO OUTSIDE 

FOR WORK 

 

 

COMMENT: 

FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 75% WOMEN’S SAY 

THERE IS PROBLEM TO GO OUTSIDE HOME , ONLY 25% CAN GO OUTSIDE 

HOME. 

  

 

 

 

yes
75%

no
25%

Have any say wheter  to go 
outside home?
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FIGURE 6.8: FREQUENCY OF RESPONDENTS COMFORTABLE GIVING 

OPINION 

 

COMMENT: 

 FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 75% WOMEN’S SAY 

THEY CAN PURCHASE THEIR OWN GOODS WITHOUT CONSULTING HUSBAND 

AND 25% SAY THEY CAN’T. 

 

 

 

 

 

 

 

 

 

COMMENT: FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 47% 

WOMEN ARE NOT COMFORTABLE GOING TO THE LOCAL MARKET AND 53% 

ARE COMFORTABLE GOING TO THE LOCAL MARKET. COMFORTABLE GOING 

THE NEIGHBORING VILLAGE 

  

yes
75%

no
25%

Have any say wheter to puchases 
major goods?
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FIGURE 6.10: FREQUENCY OF RESPONDENTS COMFORTABLE GOING TO 

NEIGHBOURING VILLAGE 

 

COMMENT:FROM THE ABOVE PIE DIAGRAM WE CAN CONCLUDE THAT 47% 

WOMEN ARE NOT COMFORTABLE GOING TO THE NEIGHBOURING VILLAGEAND 

53% ARE COMFORTABLE GOING TO THE NEIGHBOURING VILLAGE. 

 

6.10 CONCLUSION 

This study empirically evaluates the impact of microcredit on women’s 

empowerment  in Bangladesh. The findings, derived from the OLS models, 

suggest that microcredit has a positive impact on women’s empowerment. 

The results indicate that microcredit strengthens women’s family standing 

represented by their greater role  in  the  household  decision making  

process.  The  result  that  microcredit  has  a  positive  effect  on  women’s  

decision  making  ability  within  the  household  is  in  line  with  the  findings 

from Holvoet (2005) and Kabeer (2001). However, the impact of microcredit 

on women’s freedom of mobility is indistinct based on the empirical results. 

This suggest that  it  would  be  relevant  to  further  investigate  how  

microcredit  impact  different  dimensions  of  women’s  empowerment  to  

improve  the  potential  of  microcredit  as  an  empowerment tool.    

Years of microcredit program membership was expected to have a positive 

impact on empowerment. The findings in this study suggest that this doesn’t 

have to be the case.  Thus,  there  is  room  for  empowerment  related  

improvements  within  the  microcredit  programs.  This  study  therefore  

yes
53%

no
47%

comfortable going to the 
neighbouring village?
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suggests  that  more  studies  should  evaluate  the  relationship  between  

years  of  microcredit  program  membership  and  women’s  empowerment in 

the future. It is important to keep in mind that a quantitative analysis  of 

aggregated data has its limitations. Reality is not easily captured in numbers 

and most  quantitative analysis is required to some simplification and 

generalization. This does not  render the results meaningless, but they are to 

be interpreted carefully. Since this study  was  based  on  a  small  sample  

size  from  only  a  few  villages  in  the  Tangail  district  the  results  cannot  

be  generalized  to  other  districts  of  Bangladesh.  More  extensive  studies  

that include a larger sample size from different districts could further shed 

light on how  microcredit affects women empowerment 
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CHAPTER SEVEN 

CONCLUSION  
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7.1: CONCLUSION, RECOMMENDATION AND AREAS FOR FURTHER 

STUDY 

 

7.2: INTRODUCTION 

 

This section presents the conclusions drawn from the study findings upon 

which recommendations are made and areas for further studies are identified. 

7.3: CONCLUSION 

Through this project, we have seen a main characteristic of microcredits. In 

comparison with credit interest rates charged in developed countries, 

microcredits apply very high interest rates: in France, they are approximately 

of 3% in contrast to the 20% in the Yunus model. 

But this interest rate is lower when people are late in their payments. These 

are the case of the geometric distribution, the negative and positive 

correlation. But the rate varies with each situation: it is lower on the model of 

lateness with positive correlation than on the geometric distribution or on the 

negative correlation. Indeed, it varies with the number of weeks in total for 

paying off the entire loan. The more weeks to refund is, the lower is the rate. 

This phenomenon can be explained thanks to the fact that one euro today 

isn’t worth a euro tomorrow. So, according to capitalization, if a person 

doesn’t reimburse on time, his loaner will lose money: that is why the loaner 

charge a lower rate. 

Nevertheless, we can say globally that the rates are very high. They aren’t 

inferior to 9%. 

If consumer credit companies wanted to do microcredit with the same rules 

they do in developed countries. The average interest rate really charged will 

increase. It will be approximately of 22.5%. This is not a good thing for them 

because they are already poor. We don’t have to forget that microcredit has a 

social dimension: it was created to help people to exit poverty, not for making 

profits on them and to impoverish them more than they already are. So, if 

consumer credit companies wanted to really do microcredit they have to 

change their rules. 
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It was found out that most people know about micro credit institution 

operations and was borrowing funds for small scale business. Accessing credit 

from these institutions is easy; since they don’t require collateral which is 

normally the hindrance factor to many potential borrowers from acquiring 

credit from formal commercial banks. There is hope however that micro 

credit institution will help our people live better lives as a result of accessing 

credit and engaging in different businesses. The institutions’ continued 

guidance and training given to the borrowers in relation to the usage of 

borrowed funds is further evidence to show how the beneficiaries will benefit. 

Micro credit institutions are encouraging every household to practice the 

culture of savings since its one of the surest ways of getting access to credit. 

It was established that the micro credit access and household income are 

related. Meaning that if MCIs increase their resource base, increase the 

amount of credit they can give to the borrowers and reach out to the target 

group who in the end if they utilise the funds wisely their household incomes 

will improve. This study further revealed that micro credit access, borrowers’ 

characteristics and business type cause variance in household income up to 

44.5%, which implies that there are other factors that supplement the three 

above in order to improve household income. 

It was further observed that business type individuals engage in and 

borrowers’ characteristics play a big role while accessing credit. For example 

borrowers’ with collateral, good borrowing character and are credit worth 

have high chances of accessing more funds and utilising the funds wisely. This 

will definitely increase the individual involvement in businesses that are 

profitable and increase productivity which eventually leads to improved 

household income. The above conclusions therefore show that micro credit 

access, borrowers’ characteristics, business type and household income are 

strongly related. However there are other factors which can increase 

household income while working hand in hand with micro credit institutions 

operations, these may include lowering costs of production e.g labour, 

transport, interest rates, taxes and also getting involved in more than one 

business activities. 
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7.4: RECOMMENDATIONS 

1. Micro credit institutions should increase the amount of funds that the poor 

can access in order for the household to engage in businesses that will lead 

to increased productivity and eventually household income. It’s important 

for the MCIs to design better methods/procedure that will make the 

processing of credit fast and easy. In addition they should provide a verity 

of products that suite the borrowers demand/needs. 

 

2. Micro credit should always consider the borrowers characteristic before 

giving out any credit. This includes collateral, character of borrowers and 

credit worthiness of the borrowers. Micro credit institutions should ensure 

that these requirements are known by the potential borrowers. The 

borrowers should be aware of what is expected of them before they 

receive the credit for example they should have physical collateral or 

savings to substitute for collateral. The character of the borrowers should 

also be considered at the time of giving out money.  

 

3. Micro credit institutions should critically look at the type of business the 

borrowers’ are going to be involved in before releasing the funds to them. 

Only borrowers’ with businesses that show good returns should be 

considered for credit. Diversification of business should be encouraged by 

the MCIs with the aim of borrowers’ engaging in a number of businesses 

that are likely to yield highly. Good knowledge should also be considered 

always before giving out credit. This will unable the borrowers to utilise 

the funds according to plan. People with wider knowledge of business 

know what they can/should do in order to improve their household income 

levels.  
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7.5 AREAS  OF  FURTHER  RESEARCH 

 

1. This study concentrated on micro credit access, borrowers’ 

characteristic, business type and household income basing on micro 

credit institutions. A similar research however can be carried out on 

commercial banks.  

2. A study that involves people who benefit from micro credit institution 

operation and those that don’t benefit from them in relationship to 

their household income.  

3. Establishing the role of interest rate and savings on the household 

income.  

4. Alternatives to micro credit accessibility in relation to improving the 

poor household income  
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APPENDIX 

QUESTIONNAIRE: 

                   (PERSONAL  INFORMATION) 

  1.NAME: 

2.Gender 
  Male            Female 

 3.Age 
Answer:                  (numeric value) 

4.Education 

Primary                    secondary                  higher Illiterate 

5.Marital status 

Single            Married 

6.No. of children 

Answer:                  (numeric value) 

7. Husband Occupation  

Answer:                                                           (specific) 

8.How many members in your family? 

Answer:                  (numeric value) 

9.How many earning members in your family? 

Answer:                  (numeric value) 

10. What is your religion status? 

a.Islam     b. Hindu  c. Buddhist          d.Christian           e. 
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others 

                                     (CREDIT INFORMATION) 

 

11. How many weeks delay in payment this year(2014-13)? 

Answer:                                             (numeric value) 

12.What is your living status after taking microcredit? 

    a. improved    b.improved a lot    c.no change    d.worsen  

13. What is your total family income this year(2014-15)? 

 Answer:                           (numeric entry) 

14. What was your monthly income before taking microcredit? 

Answer:                             (numeric entry) 

 

15.What is your monthly income now after taking microcredit? 

Answer:                     (numeric entry) 

16.What is your monthly expenditure before taking microcredit? 

Answer:                     (numeric entry) 

17.What is your monthly expenditure after taking microcredit? 

Answer:                     (numeric entry) 

18.What is your monthly savings? 
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Answer:                     (numeric entry) 

19. how long you been using micro-credit? 

Answer:                  (numeric value in month/yr) 

20.What is the total amount of micro-credit you have taken this year? 

Answer:                  (numeric value) 

21.What did you do with the money? 

Answer:                                                                                                  

(specific) 

22.Are you satisfied with the interest rate you have to pay? 

           Yes                      No 

23.Does the money you borrow from micro finance bank cover your needs? 

 a. Covers fully     b .covers partially   c.not covering 

24. Do you have clean drinking water and hygienic environment? 

             Yes                   No 

25. Do you have proper sanitation system? 

            Yes                     No 

26. Do you have to face water shortage? 

            Yes                     No 

27. Do you have your own house, or it is rented? 
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           Own                  Rented 

28. Is your house enough for family members? 

          Enough                      Not enough 

29. What type of house it is? 

         Mud house         tin shed     bamboo made        brick house 

30. Is your house strong enough to bear thunderstorm or any other kind of 

natural disaster?  

        Strong enough                       Not enough 

 

31. Does your house have basic necessities ?                               

a. electricity/tv/radio/fan         b.nothing    

32. how many rooms in your house? 

Answer:                  (numeric value) 

33. Is your income enough for family members? 

          Enough                     Not enough 

34. Is your income enough to bear any uncertain expenses (sudden guest, 

child gets ill, breakage of any property (house) due to thunderstorm, earth 

quake etc)? 

           Enough                       Not enough 
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35.Are you the only earner of the family?                               

           Yes                               No 

36. Is your income enough to bear recreational activities for children? 

            Yes                             No 

37. Do you want some other sources of income? 

            Yes                               No 

38. Are you able to save, or it is difficult for you? 

          Able                          Difficult 

39. How much part of income do you save? 

 5%                     10%                        15%                                  None 

40. What is the objective of your savings? 

To meet any uncertain crisis in future               For children welfare Other 

41. Do you want to invest your savings in any form of business (rickshaw, 

taxi, shop etc)? 

            Yes                                  No 

 

42. Have you involved in any kind of training (Auto workshop etc) or 

education program? 
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             Yes                                     No 

43. Do you think training or education is expense or asset? 

             Expense                             Asset 

44. Have any of your children getting any kind of training or education? 

                    Yes                                No 

45. Do you have enough food every day? 

                  Yes                                    No 

46. Do you feel difficult to manage food expenses? 

                 Yes                               No 

47. What is your daily average expense on food?  

     100       150          200                   Other 

48. Is there any day you live without food? 

                 Yes                      No 

49. Have you ever felt uncertain about whether I will get next time meal 

or not? 

                  Yes                     No 

50. What do you mostly eat? 

Rice        Meat           Lintels       Other 
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51. How do you see the difference in your life after you started using 

micro credit? 

01.Improve accommodation      02. Clean water and hygienic environment      

03.Increase income/ savings     04.Adequate food  05.Training and education 

52.Is there any difference in ability to buy meat or fish (improve diet)? 

BEFORE        AFTER 

a. difficult      a. increased totally 

b. bad before                b. improved 

c. couldn’t afford     c. improved a lot 

d. things were not up to     d. can buy as much   

standard                      as I want 

e. no response       

                e. abundance of food 

               f. can buy enough meat 

     g. better than before 

               h. no respons 

 

53.Microfinance institution 

Grameen Bank – 

PKSF - 

BRAC - 

BURO Bangladesh- 

Others (ASA ,Jonota ,Jamal and Islamic)- 

54.Respondent occupation/Borrower’s characteristics-Ans-(specific) 



170 

 

EMPOWERMENT INDICATORS 

55. Make small purchase (e.g. dress) Without consulting husband- 

         Yes                                      No 

56. Have a say in whether to purchase major Goods for the household ( eg: 

TV)- 

          Yes                                     No 

57.Have a say in whether to work outside  home 

          Yes                                    No 

58.Have a say in how many children to Have a say in whether to buy or sell 

property- 

           Yes                                    No 

59.Have a say in whether or not to send    Children to school- 

           Yes                                   No 

OWNERSHIP OF ASSETS INDICATORS 

60. Land ownership in own name- 

           Yes                                  No 

61. Personally own property  (eg: jewelry)- 

           Yes                                  No 

62. Have independent savings- 

           Yes                                  No 

VOICE INDICATORS 

63. Comfortable giving opinion in the   Presence of husband- 

            Yes                                 No 

64. People in the village listen to ideas and Opinions- 

            Yes                                   No 
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MOBILITY   INDICATORS 

65. Comfortable going to the local market   Without   asking permission from 

Husband or other family member- 

            Yes                                    No 

 

66. Comfortable going to the neighboring Village without asking for permission 

From husband or other family member- 

            Yes                                     No 
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