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Microfinance has emerged as a vital instrument for promoting financial
inclusion and women’s empowerment in developing economies. This study
evaluates the role of microfinance in advancing women’s economic
empowerment and social mobility in rural India. Employing a mixed-
methods approach, the research integrates quantitative analysis of household
survey data with qualitative insights from interviews and focus-group
discussions conducted in three districts of Gujarat. Propensity score matching

November-2025 (PSM) and multivariate regression are used to estimate the causal impact of
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. microfinance significantly enhances women’s income-generating capacity
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mobility are more gradual. The findings underscore the importance of
complementary interventions—such as financial literacy, entreprencurship
training, and market linkages—to maximize empowerment outcomes. The
study concludes that microfinance is a powerful enabler of women’s agency
and economic participation when embedded in supportive social and
institutional contexts.
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1. Introduction

Women constitute nearly half of India’s population but remain disproportionately excluded from
formal financial systems and productive economic activities. Microfinance, defined as the provision
of small-scale financial services to low-income individuals traditionally excluded from the banking
sector, has been widely promoted as a tool to alleviate poverty and empower women. India’s
microfinance revolution, driven by Self-Help Groups (SHGs), Non-Banking Financial Companies-
Microfinance Institutions (NBFC-MFTIs), and cooperative societies, has reached more than 100 million
women across rural and semi-urban regions (NABARD, 2023).

Despite these large-scale efforts, the evidence on whether microfinance has translated into tangible
empowerment and social transformation remains inconclusive. While some studies show positive
income and entrepreneurship effects, others question its sustainability, inclusivity, and the extent to
which it challenges gender hierarchies. This study evaluates the role of microfinance in promoting

IJWOS | Vol.2 No.11, November 2025 | https://ijwos.com 326

Copyright © 2025 The Author(s) : This is an open access article under the CC BY license (http://creativecommons.org/licenses/by-nc/4.0/)



International Journal of Web of Multidisciplinary Studies
E-ISSN: 3049-2424

both economic empowerment—through income, assets, and decision-making—and social mobility,
understood as changes in social status, aspirations, and public participation among rural women.

1.1 Rationale

In India’s rural context, financial exclusion intersects with gender discrimination and socio-cultural
restrictions. Microfinance programs targeting women aim not only to improve income levels but also
to enhance agency, social capital, and intergenerational mobility. However, existing studies often focus
narrowly on financial outcomes, neglecting the broader socio-cultural dimensions. This study fills that
gap by systematically examining the economic and social trajectories of women participating in
microfinance programs, compared to non-participants in similar socio-economic settings.

2. Review of Literature
2.1 Microfinance and Economic Empowerment

The theoretical foundation of microfinance rests on the belief that access to financial capital enhances
entrepreneurship and income-generating capacity among the poor (Yunus, 1999; Armendériz &
Morduch, 2010). Studies in Bangladesh and India demonstrate that microcredit can increase household
income and self-employment opportunities (Pitt & Khandker, 1998). However, other scholars caution
that benefits are context-dependent and may not always translate into durable economic empowerment
(Bateman, 2010).

2.2 Microfinance and Women’s Agency

Empowerment extends beyond economic indicators to encompass decision-making power, self-
confidence, and control over resources (Kabeer, 1999). Evidence from SHG programs in India shows
that women borrowers are more likely to participate in household decisions, own assets, and express
greater self-efficacy (Basu & Srivastava, 2015). Yet, patriarchal norms often limit women’s control
over loan utilization and earnings (Goetz & Gupta, 1996). Hence, empowerment outcomes are
mediated by intra-household dynamics and community structures.

2.3 Microfinance and Social Mobility

Social mobility—defined as upward movement in social and economic hierarchy—is an underexplored
dimension of microfinance impact. Long-term effects include improved education for children,
enhanced social status, and greater political participation. Studies by Swain and Wallentin (2009)
indicate that sustained participation in SHGs fosters collective action and leadership among women.
Nevertheless, structural constraints such as caste hierarchies and limited market access continue to
hinder mobility.

2.4 Gaps in Literature
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Existing research often focuses on financial indicators and lacks methodological rigor in isolating
causal effects. Few studies employ counterfactual frameworks or integrate qualitative evidence to
unpack mechanisms of change. This study addresses these gaps by using robust econometric
techniques alongside qualitative inquiry to assess both economic and social dimensions of
empowerment.

3. Theoretical Framework
The study draws on three complementary theoretical lenses:

1. Sen’s Capability Approach (1999): Microfinance expands women’s capabilities—their
freedom to achieve valued outcomes—by enhancing access to resources, skills, and
opportunities.

2. Social Capital Theory (Putnam, 2000): Group-based lending models foster trust,
cooperation, and mutual support, which can amplify empowerment effects.

3. Household Bargaining Models (Agarwal, 1997): Women’s control over income and assets
influences intra-household bargaining power and decision-making autonomy.

These frameworks together posit that microfinance influences empowerment through multiple
channels—financial capital, social capital, and agency.

4. Research Objectives

1. To examine the impact of microfinance participation on women’s economic empowerment in
rural India.

2. To assess the relationship between microfinance participation and social mobility indicators
such as education, mobility, and civic participation.

3. To identify mediating factors—such as financial literacy and group solidarity—that enhance
empowerment outcomes.

5. Research Hypotheses

HI1: Participation in microfinance programs increases women’s income and entrepreneurial
engagement.

H2: Microfinance participation enhances women’s decision-making power within households.

H3: Microfinance participation is positively associated with indicators of social mobility, including
educational investment and public participation.

H4: The impact of microfinance on empowerment is greater among women who receive
complementary training and support services.

IJWOS | Vol.2 No.11, November 2025 | https://ijwos.com 328



International Journal of Web of Multidisciplinary Studies
E-ISSN: 3049-2424

6. Research Methodology
6.1 Research Design

A convergent mixed-methods design was employed, combining quantitative surveys with qualitative
interviews and focus-group discussions. Quantitative data provided measurable evidence of impact,
while qualitative narratives contextualized these outcomes.

6.2 Study Area and Sampling

The study was conducted across three rural districts of Gujarat—Sabarkantha, Banaskantha, and
Mehsana—selected for their active microfinance presence. The target population consisted of women
aged 18-60 years, divided into borrowers (treatment group) and non-borrowers (control group). A
stratified random sampling technique was used to select 540 respondents (270 borrowers and 270
non-borrowers).

6.3 Data Collection Instruments

e Structured Questionnaire: Collected data on demographics, income, assets, decision-making,
and social participation.

e In-depth Interviews (30 participants): Captured personal experiences and perceived
changes.

e Focus-Group Discussions (6 sessions): Explored community-level perceptions and barriers.

6.4 Data Analysis Techniques

Quantitative data were analyzed using SPSS and STATA software. Descriptive statistics summarized
socio-economic profiles. Propensity Score Matching (PSM) controlled for self-selection bias.
Multivariate regression estimated the marginal effect of microfinance participation on empowerment
indices. Qualitative data were coded thematically using NVivo to triangulate findings.

7. Results and Discussion
7.1 Socio-Economic Profile

Respondents had an average age of 38 years; 72% were married and 60% engaged in agriculture-
related work. Literacy rates were higher among borrowers (68%) than non-borrowers (52%),
suggesting an education bias in participation.

7.2 Economic Empowerment
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Borrowers reported a 27% higher mean monthly income and a 35% greater likelihood of owning
a microenterprise compared to non-borrowers. Regression results confirmed a statistically significant
relationship (p < 0.05) between microfinance participation and income generation. Qualitative
evidence revealed that many women reinvested earnings into household welfare and children’s
education.

7.3 Decision-Making Power

Borrowers scored significantly higher on the decision-making index (average score 3.8 vs. 2.9 for non-
borrowers). Women reported greater say in household purchases, education spending, and loan
utilization. Group membership also fostered confidence in financial negotiation and mobility.

7.4 Social Mobility

The analysis found moderate but positive associations between microfinance and social mobility
indicators. Borrowers were more likely to attend community meetings, enroll children in private
schools, and travel independently outside the village. However, qualitative data showed that deeply
ingrained gender norms still restricted autonomy for some women.

7.5 Mediating Factors

Training and financial literacy significantly enhanced empowerment outcomes. Borrowers with
exposure to entrepreneurship training reported higher business success rates. Group solidarity and peer
networks played a crucial role in sustaining participation and repayment discipline.

8. Discussion

Microfinance’s empowerment effects are multifaceted. Economic gains, such as increased income and
enterprise formation, are often the first visible outcomes. These financial improvements gradually
translate into enhanced self-esteem and household influence. Nevertheless, empowerment is not
automatic; it requires supportive social institutions and continuous capacity-building.

The study supports the notion that microfinance serves as both a financial and social intervention.
Women’s collectives act as spaces for learning, solidarity, and negotiation. However, without
complementary interventions—such as market access, education, and gender sensitization—
microfinance’s transformative potential remains limited.

9. Policy Implications

1. Integrate Financial Literacy: Embed financial education and digital literacy into
microfinance programs to ensure informed loan usage.
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2. Link Credit with Skills: Couple loans with entrepreneurship and vocational training to foster
sustainable income generation.

3. Encourage Savings and Insurance Products: Broaden microfinance offerings beyond credit
to promote financial resilience.

4. Promote Gender-Sensitive Program Design: Train male household members and
community leaders to reduce social barriers.

5. Data-Driven Monitoring: Use digital platforms for transparent performance tracking and
impact assessment.

10. Limitations

e The cross-sectional design restricts causal inference; longitudinal data would provide deeper
insights.

e Self-reported income and empowerment measures may be subject to recall and social
desirability bias.

e The study’s focus on Gujarat limits external validity to other regions with different socio-
cultural contexts.

11. Conclusion

This study demonstrates that microfinance contributes significantly to women’s economic
empowerment and modestly to social mobility in rural India. Access to credit enhances income
opportunities and household decision-making power, while group participation fosters confidence and
solidarity. However, microfinance alone cannot dismantle structural inequalities; it must operate
alongside education, market access, and institutional support. The findings underscore the need for an
integrated, gender-sensitive approach to financial inclusion that empowers women not merely as
borrowers but as economic and social change agents.
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