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Abstract 

Micro-lenders, including microfinance institutions (MFIs), Self-Help Groups (SHGs), and cooperative credit 

societies, have emerged as important mechanisms for poverty alleviation in developing economies. This study 

investigates the role of micro-lenders in reducing poverty in Latur city, Maharashtra, using a comparative survey of 

300 households (150 borrowers and 150 non-borrowers). The analysis focuses on income enhancement, household 

expenditure on education and health, and women’s empowerment. Statistical comparisons reveal that borrower 

households demonstrate higher average monthly income, greater savings behavior, and improved decision-making 

participation of women, compared to non-borrower households. However, challenges such as over-indebtedness 

and high repayment pressure are also reported. The findings underscore the importance of integrating micro-

lending with financial literacy and livelihood training for sustainable poverty reduction in Latur. 
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Introduction 

Poverty is one of the most critical challenges 

facing India, despite its rapid economic progress. The 

problem is particularly acute in semi-urban and rural 

districts of Maharashtra, such as Latur, where 

recurrent droughts, limited industrial development, 

and agrarian distress have contributed to persistent 

poverty and financial exclusion. Many low-income 

households in Latur lack access to formal banking 

due to insufficient collateral, irregular income 

streams, and lack of credit history. This exclusion 

forces them to depend on informal moneylenders, 

who often charge exploitative interest rates. 

Against this background, micro-lenders have 

emerged as an alternative channel of credit. Micro-

lenders operate on the principle of providing small 

loans without collateral to marginalized groups, 

particularly women. They typically function through 

Self-Help Groups (SHGs), non-governmental 

organizations (NGOs), and microfinance institutions. 

The central objective of micro-lending is not just to 

provide credit but to empower the poor to engage in 

productive activities, thereby breaking the cycle of 

poverty. 

Globally, the idea of microfinance gained 

recognition through the pioneering work of Prof. 

Muhammad Yunus and the Grameen Bank in 

Bangladesh in the 1970s. Since then, micro-lending 

has expanded across Asia, Africa, and Latin America. 

In India, microfinance became particularly significant 

after the 1990s when the Self-Help Group-Bank 

Linkage Program (SHG-BLP) was initiated by 

NABARD (National Bank for Agriculture and Rural 

Development). 

In Latur city, several micro-lending institutions 

are active, including cooperative credit societies, 

women’s SHGs, and local branches of national MFIs. 

The city provides an important case study because it 

reflects a mix of rural and urban poverty, where 

microcredit could have both livelihood and welfare 

impacts. 

This study, therefore, investigates whether 

micro-lenders in Latur are effective in reducing 

poverty. It compares borrower households with non-

borrower households across indicators such as 

income, savings, education, health, and 

empowerment. 
 

Review of Literature 

The role of micro-lenders in poverty reduction 

has been the subject of intense debate and research 

worldwide. 

Global Perspective: 

• Yunus (1999) emphasized that access to 

small, collateral-free loans enables the poor 

to invest in microenterprises, leading to 

increased income and self-reliance. 

mailto:aiirjpramod@gmail.com
mailto:aayushijournal@gmail.com
http://www.aiirjournal.com/


Aayushi International Interdisciplinary Research Journal (AIIRJ) 

VOL- XII ISSUE- VIII AUGUST 2025 
PEER REVIEW 

e-JOURNAL 

IMPACT FACTOR  

8.379 

ISSN  

2349-638x 

  

Email id’s:- aiirjpramod@gmail.com  Or  aayushijournal@gmail.com  
website :- www.aiirjournal.com 

Page No. 
 13 

 

• Morduch (2000) highlighted a “microfinance 

schism,” where one school views microfinance 

as a development miracle, while others caution 

that its impact may be limited if loans are used 

for consumption rather than investment. 

• Armendariz & Morduch (2010) showed that 

microfinance contributes to women’s 

empowerment, social capital, and poverty 

alleviation, but warned about sustainability and 

repayment stress. 

Indian Context: 

• The NABARD (2019) Status of Microfinance in 

India report revealed that more than 100 million 

women have accessed SHG-based microcredit. 

Evidence shows improvements in income, 

savings, and household decision-making. 

• Kabeer (2005) argued that microfinance 

enhances women’s bargaining power, but also 

noted cases of “double burden,” where women 

face pressure to repay loans without sufficient 

economic support. 

• A study by ICRIER (2021) observed that 

households accessing microfinance exhibited 

higher educational spending and better nutrition 

levels compared to non-borrowers. 

Maharashtra & Latur Region: 

• Research conducted by Deshmukh & Patil 

(2017) in Marathwada found that micro-lending 

through SHGs improved household savings and 

encouraged women to participate in economic 

activities. 

• However, Pawar (2020) highlighted that over-

indebtedness and loan defaults are rising in 

drought-prone districts like Latur, where income 

streams are unstable. 
 

From the above literature, it is evident that 

while micro-lending has shown positive impacts, 

results vary by region and socioeconomic context. 

This study attempts to fill the gap by providing 

primary data analysis for Latur city, offering 

localized evidence of micro-lenders’ role in reducing 

poverty. 

Objectives 

1. To examine the impact of micro-lending on 

household income and savings in Latur city. 

2. To analyze the effect of micro-loans on 

education, health, and standard of living of 

borrower households. 

3. To evaluate the role of micro-lenders in 

enhancing women’s empowerment and 

decision-making in households. 
 

Hypotheses 

H1: Borrower households have higher average 

income and savings compared to non-borrower 

households. 

H2: Borrower households spend more on education 

and healthcare than non-borrower households. 

H3: Women in borrower households enjoy greater 

decision-making power compared to women in non-

borrower households. 
 

Methodology 

• Research Design: Cross-sectional 

comparative survey. 

• Sample Size: 300 households (150 

borrowers, 150 non-borrowers). 

• Sampling Method: Random selection from 

10 wards in Latur city. Borrower households 

identified from SHG lists and microfinance 

institutions; non-borrowers matched by 

occupation and ward. 

• Tool: Structured questionnaire with 15 core 

questions related to income, expenditure, 

savings, women’s empowerment, and social 

status. 

• Data Analysis: Descriptive statistics (mean, 

%, frequency) and comparative analysis 

using t-test indicators where applicable. 

Data Analysis and Findings 

• “HHs” = households. 

• Dash (–) indicates data not applicable or not 

collected for non-borrower households. 

• All percentages and values are based on 

survey of 300 households in Latur city. 

Table 1: Comparative Socio-Economic Indicators 

(Borrower vs. Non-Borrower, n=300) 

Q

. 

N

o 

Variable/Indi

cator 

Borro

wer 

HHs 

(n=150

) 

Non-

Borrower 

HHs 

(n=150) 

Key 

Finding 

1 Average 

Monthly 

Household 
Income (₹) 

14,500 10,200 Borrowers 

earn ~42% 

higher. 

2 Average 
Monthly 

Savings (₹) 

2,100 850 Borrowers 
save 2.5x 

more. 

3 % Households 48% 21% Borrowers 
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with Micro-

enterprise 

more 

entreprene

urial. 

4 Average 

Monthly 

Expenditure 

on Education 

(₹) 

1,850 1,100 Borrowers 

invest more 

in 

schooling. 

5 % Children 

Enrolled in 

Private 
Schools 

44% 26% Borrower 

families 

prioritize 
education. 

6 Average 
Monthly 

Health 

Expenditure 

(₹) 

1,200 850 Borrowers 
spend more 

on 

healthcare. 

7 % Households 

with Health 

Insurance 

32% 14% Borrowers 

more likely 

insured. 

8 % Women 

Reporting 

Independent 

Income 

41% 19% Borrower 

women 

more 

economical

ly active. 

9 Women’s 

Decision-

Making Index 

(1–5 scale) 

3.8 2.6 Borrower 

women 

significantl

y more 

empowered
. 

1
0 

% HHs 
Improved 

Housing (last 

5 yrs) 

37% 21% Borrowers 
used loans 

for housing 

upgrades. 

1

1 

% HHs 

Reporting 

Multiple 

Loans 

29% 8% Risk of 

over-

indebtedne

ss among 

borrowers. 

1

2 

Average 

Effective 

Interest Rate 

(%) 

24% 18% 

(moneylen

ders) 

Borrowers 

pay less 

than 

informal 

lenders but 

still high. 

1

3 

% HHs 

Reporting 

Repayment 
Stress 

34% – One-third 

of 

borrowers 
feel 

stressed. 

1

4 

% HHs 

Participating 

in SHGs 

61% 9% SHG 

networks 

dominate 

borrower 

ecosystem. 

1

5 

Borrower 

Satisfaction 

Index (1–5 

scale) 

3.7 – Borrowers 

moderately 

satisfied 

with micro-

lenders. 

The survey of 300 households (150 borrower and 150 

non-borrower) in Latur city reveals clear differences 

across key socio-economic indicators: 

1. Income and Savings: Borrower households 

have significantly higher monthly income 

(₹14,500 vs. ₹10,200) and savings (₹2,100 

vs. ₹850), showing that micro-lending 

positively impacts financial stability. 

 
2. Entrepreneurship: 48% of borrower 

households operate micro-enterprises 

compared to 21% of non-borrowers, 

indicating micro-lending encourages 

entrepreneurial activity. 

3. Education and Health: Borrowers spend 

more on education (₹1,850 vs. ₹1,100) and 

health (₹1,200 vs. ₹850). 44% of children in 

borrower households attend private schools 

versus 26% in non-borrower households. 
 

 
4. Women Empowerment: Borrower women 

are more economically active (41% vs. 19%) 

and have higher decision-making index 

scores (3.8 vs. 2.6), showing significant 

empowerment effects. 
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5. Housing and SHG Participation: 

Borrowers have improved housing (37% vs. 

21%) and participate more in SHGs (61% vs. 

9%), reflecting better living conditions and 

social capital. 

6. Risks: 29% of borrowers report multiple 

loans, and 34% report repayment stress, 

highlighting the need for careful financial 

management and client protection. 

 

Findings & Conclusion  

The findings of this study provide strong 

evidence in support of the positive impact of micro-

lending on households in Latur. Specifically, H1—

which posited that borrower households earn and 

save more than non-borrowers—is confirmed. 

Borrower households demonstrate higher monthly 

incomes and greater savings, suggesting that access 

to microcredit enables households to engage in 

income-generating activities more effectively. Micro-

loans are predominantly invested in micro-enterprises 

such as tailoring, retail shops, and small food stalls. 

These enterprises provide not only immediate income 

but also sustainable sources of livelihood, thereby 

enhancing economic stability and resilience among 

borrower households. 

In relation to welfare outcomes, H2 is also 

supported. Borrower households spend significantly 

more on essential areas such as education and health 

compared to non-borrowers. This indicates that 

microcredit facilitates not only financial growth but 

also broader improvements in quality of life. 

Increased expenditure on education suggests that 

households are investing in the future human capital 

of their children, while higher health spending 

reflects a growing awareness and prioritization of 

well-being. Such improvements contribute to overall 

social development and indicate that micro-lending 

has a multi-dimensional impact beyond mere income 

generation. 

The study further validates H3, which relates 

to women’s empowerment. Women in borrower 

households show higher participation in income-

generating activities and household decision-making. 

This is largely attributed to their involvement in Self-

Help Groups (SHGs), which provide both financial 

access and social support networks. Participation in 

SHGs not only fosters confidence and leadership 

among women but also enables them to influence 

household economic choices and community 

activities, thereby enhancing gender equity and 

empowerment. 

Despite these positive outcomes, certain 

challenges emerge from the study. Approximately 

29% of borrower households have taken multiple 

loans, which indicates a risk of over-indebtedness. 

Additionally, 34% of borrowers report experiencing 

repayment stress. These findings suggest that while 

microcredit improves income and welfare, it can also 

create financial pressure if borrowers lack adequate 

knowledge of loan management or access to 

supportive financial counseling. Therefore, it is 

critical to address these challenges through 

comprehensive financial literacy programs, better 

regulatory oversight, and appropriate monitoring of 

lending practices. 

In conclusion, micro-lending in Latur has a 

demonstrable positive impact on household income, 

savings, expenditure on education and health, and 

women’s participation in household decision-making. 

Borrower households clearly experience higher 

welfare compared to non-borrowers, highlighting the 

effectiveness of microcredit as a tool for poverty 

alleviation. However, to ensure that the benefits of 

micro-lending are sustainable and inclusive, it is 

essential to integrate additional interventions such as 

skill development training, financial literacy 

initiatives, and social safety nets. These 

complementary measures can mitigate risks like 

repayment stress and over-indebtedness, ensuring 

that microcredit continues to serve as a catalyst for 

long-term poverty reduction and socio-economic 

empowerment in Latur. 
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