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ABSTRACT 
 
Using a case study from rural Rajasthan, India, this research examines the impact of 

women’s involvement in microfinance self-help groups on their economic status and social 

empowerment.  Microfinance – a financial service, small in size, provided by financial 

institutions to the poor – has garnered immense popularity as a strategy to empower and lift 

out of poverty low-income women in developing countries. However, there is disagreement 

as to whether microfinance programs achieve these dual aims. Although microfinance 

garners international acclamation, there has been neither widespread proof of its 

effectiveness nor many studies of its implementation on the ground. Thus, the knowledge 

gained from this field research helps inform the model of microfinance programs for women 

by illuminating what aspects of the self-help group model have and have not been effective 

in terms of poverty alleviation and women's empowerment. Conclusions from this study are 

made from content analysis of interviews with twenty-four women participating in 

microfinance self-help groups and the researcher’s observations of how the NGO’s approach 

impacted the program. Findings indicate that the women’s participation did not cause them to 

make more money, but did allow them to accrue savings that they valued. Most women did 

not experience social empowerment from their participation. An analysis of this program’s 

successes and pitfalls indicates broadly if and how women’s microfinance programs can be 

better designed and implemented.   
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MAP OF RAJASTHAN 

(NewKerala.com 2007) 



INTRODUCTION 

 The concept of microfinance became prominent in the development discourse 

since its creation and institutional development in the 1970s. From this time, economic 

liberalization spread to developing nations and socioeconomic disparities worldwide have 

widened; in response, microfinance garnered immense popularity as a strategy for 

individuals to lift themselves out of poverty and women to become empowered. 

Microfinance programs largely developed in the “Self Help Group” (SHG) model, in 

which women organize themselves into groups to receive microfinance services from a 

nongovernmental organization (NGO), bank, or other institution.  Through a case study 

conducted in Rajasthan, India, I explore the impact SHG microfinance programs have on 

women’s social empowerment and economic status.  

What is Microfinance? 

Microfinance is generally thought of as “a financial service of small quantity 

provided by financial institutions to the poor” including services such as savings, credit, 

insurance, leasing, and money transfers in order to meet life's basic needs (Dasgupta 

2005). Generally, the transaction amounts involved in these services are low, and the 

customers are considered “poor” (Dasgupta 2005). Defining who is poor and measuring 

poverty on any level is complicated and controversial; an entire development literature 

exists debating this subject (Araar and Duclos 2010; Deaton and Kozel 2005; Gordon 

2005; Haughton and Khandker 2009; Ravallion 2003; Sen 1987; Sen 2000). Some 

literature focuses on the quantitative specificities of measuring poverty, important for 

defining the amount of poverty in a given country and setting policy, especially regarding 

eligibility for social welfare programs (Araar and Duclos 2010; Deaton and Kozel 2005; 
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Haughton and Khandker 2009; Sen 1987). Mainstream definitions of poverty that have 

heavily affected microfinance programs largely conceptualize it in monetary terms and in 

terms of macroeconomic growth. Other literature explores the more individual, 

humanistic definition of poverty, aiming to understand the constraints and challenges 

poor people face, how these constraints are formed, and how to remove them (Deaton and 

Kozel 2005; Gordon 2005; Sen 1987; Sen 2000). I discuss these various debates and 

definitions further in chapters 1 and 2.  

Regardless of specific measures of poverty, microfinance programs generally 

focus on providing these services to individuals who do not have traditional means of 

collateral: substituting traditional lending with other approaches, such as group-lending 

(Microfinance Gateway 2011). Microfinance first became prominent in the 1970s and 80s 

when now-Nobel laureate Muhammad Yunus created the Grameen Bank in Bangladesh. 

Since then, there has been immense enthusiasm in adopting microfinance to many 

different institutional structures in the developing world; microfinance programs have 

been implemented by small, local NGOs and large, international institutions alike.  

Microfinance and Poverty Alleviation  

Proponents of microfinance claim it is able to alleviate poverty in the developing 

world (BRAC 2009; Yunus 2003). However, empirical evidence demonstrates that 

microfinance has not alleviated poverty in regions or countries in which it is prevalent 

(Rahman 2007). Moreover, some scholars argue that the credit microfinance does take for 

alleviating poverty is measured in an inherently flawed manner; most impact analyses 

conducted on the practices of microfinance institutions are self-reported, thus not 

rigorously designed and biased towards reporting dramatically positive results (Ellerman 
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2007; Meyer 2007). Bangladesh, which is known as the home and root of microfinance, 

is not notorious for its growing economic success since the 1970s, when Grameen and 

similar projects appeared. In the country, only one per cent of people are being lifted out 

of poverty per year, not all of which is attributed to microfinance activity (Rahman 2007). 

Similarly in India, microfinance has not had any widespread effect on poverty alleviation. 

In a representative study of 214 women’s microfinance SHGs in India, even after six 

years participating in the programs, over half of participating women were still below the 

Indian poverty line (Sinha 2007). Moreover, in the state of Rajasthan where I conducted 

this research, there have been anecdotal success stories on a small scale but no dramatic 

change in the poverty level despite the widespread prevalence of microfinance programs 

(Center for Microfinance 2010). Scholars attribute this lack of widespread success to 

structural constraints that are particularly prevalent in Rajasthan, including a low 

population density, high female illiteracy, tradition of female seclusion, and high 

migration rate (Ghate 2007).  In my research I explore whether and how microfinance 

can be a tool for poverty alleviation, providing further support to this earlier work.  

Microfinance and Women’s Empowerment 

 Additionally, much of the enthusiasm centered on microfinance has been due to 

its claimed ability to “empower” women. Most of the recipients of microfinance around 

the world are women; they comprise 80 per cent of the “clients” of the thirty-four largest 

microfinance institutions (Mody 2000 cited in Armendáriz and Murdoch 2007). The 

rationale for providing microfinance to women is that there are disproportionately more 

poor women than men, women are discriminated against in the formal labor market, and 

women are often depended on for the main source of income in the family, despite their 
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abundant additional domestic duties (Leach and Sitaram 2002). Moreover, some scholars 

argue that targeting resources to women may have strong impacts on poverty alleviation 

because women are generally more likely to invest in children’s health and education 

than men (Blumberg 1989 cited in Armendáriz & Mordoch 2007; Yunus 2003). 

 However, approaches and definitions regarding empowerment vary widely. 

Fetterman (1996) claims that self-determination is the theoretical foundation of 

empowerment. The measure of this self determination is defined by “interconnected 

capabilities” including “the ability to identify and express needs, establish goals or 

expectations and make a plan of action to achieve them, identify resources, make rational 

choices from various alterative courses of action, take appropriate steps to pursue 

objectives, and persist in the pursuit of these goals” (Fetterman 1996, 8). Similarly, Alsop 

and Heinson (2005, 4) from the World Bank define 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.” Most approaches to measuring empowerment 

recognize the dual importance of an individual gaining internal skills (“power within”) as 

well as overcoming external constraints (“power to”) (Kim et al. 2007; Kabeer 1994). 

Some literature additionally emphasizes the communal importance of empowerment 

(“power with”), highlighting the empowering impact of social solidarity within a group 

(Kabeer 1994; Kim et al. 2007).  

 More specifically within the microfinance literature, measures and understandings 

of women’s empowerment vary widely. Hashemi, Schuler and Riley (1996) measure 

empowerment by the economic contribution of women to the household income due to 

the microfinance loan, whereas Goetz and Sen Gupta (1994) measure empowerment 
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according to the degree to which women have control over the loan. Scholars have also 

measured empowerment due to microfinance based on factors outside of the loan itself; 

these measures include the degree of the woman’s power in intra-household decision-

making (Holvoet 2005 cited in Ral and Ravi 2011), levels of domestic violence (Kim et. 

al 2007 cited in Ral and Ravi 2011), contraceptive use (Steele, Amin, and Naved 2001 

cited in Ral and Ravi 2011), and health insurance utilization (Ral and Ravi 2011). These 

measures and definitions emerge from various quantitative and qualitative research 

methodologies and also reflect researchers’ varying ideologies and beliefs pertaining to 

empowerment. I will discuss various mainstream and alternative approaches for 

measuring empowerment and the methods I use in my research further in chapters 1, 2 

and 3, respectively.  

 Microfinance researchers have not come to a consensus on how to measure 

empowerment, and thus have not agreed whether microfinance is an empowering force 

for women. The claim that microfinance can empower women is a contentious one; while 

some scholars claim microfinance can have a transformative effect on women’s 

empowerment (Isserles 2003; Sinha 2007; Ware Newaz cited in Houssain 2002; Yunus 

2003), others argue that the provision of microfinance to women only reinforces their 

subjugated role in the home and society (Armendáriz and Morduch 2007; Rankin 2002).  

 Those who argue microfinance can be an empowering force for women take this 

stance using various arguments. Yunus (2003) and the Grameen Bank hold that 

microfinance can empower women by putting money into their hands, capturing what 

they view as each woman’s internal entrepreneurial spirit and transforming individuals 

into community business leaders. Others suggest that empowerment can also be the result 
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of social networks provided by the microfinance groups rather than of the money 

dispersed in the groups. Ware Newaz (cited in Houssain 2002) claims that microcredit 

has offered rural women vital social support networks and local prestige, which has 

improved the status of women specifically in Bangladesh in the past 30 years; he claims 

this is indicated by the increase of female workers in the garment industry, banks, 

schools, and other service sectors. Isserles (2003) also claims that women can be 

empowered by the solidarity they can find in microfinance groups; regular meetings help 

them escape the traditional patriarchal confines of the home to band together with other 

women. Sinha (2007) shows that microfinance may have a role in increasing women’s 

role in public life; in her study of 214 SHGs in India, one out of four women SHG 

members had been a candidate for the local village councils (panchayats).  

 However, others argue that microfinance groups have not had the impact on 

women’s empowerment that they claim. For example, about half of the women elected to 

the panchayat previously mentioned in Sinha’s study (2007) were disengaged by the men 

on the council, rendering their representative position powerless. Since 1995 India’s 

panchayat law requires a 33 per cent quota of female representatives (John 2000), it is up 

for interpretation whether this indicates that the men were using the women 

representatives as puppets, or if the women representatives were truly empowered and 

therefore threatened the men on the council, who consequently responded through 

disengagement.  

Another common argument is that microfinance correlates with an increase in 

domestic violence. Research conducted in villages where Grameen Bank lending is 

prevalent has shown that microfinance has caused the increase in violence in the 
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household because men feel their dominant role being threatened (Armendáriz and 

Morduch 2007). Additionally, some claim that microfinance programs further entrench 

societal norms that subjugate women. Rankin’s study of microfinance in India claims that 

the income generating activities in which participant women engage are mostly done at 

home and therefore “do not disrupt practices of isolation and seclusion within their 

households” (2002, 16-17). Thus, it is argued that these activities do not challenge 

women’s secondary role in society or full responsibility for the domestic sphere, and 

therefore do not offer opportunities for true empowerment.  

 These critiques are varied and can be understood from different perspectives. To 

Armendáriz’s and Morduch’s point, it could be argued that precisely because women are 

being empowered, men use violence to attempt to reinforce their subjugated role. To 

Rankin’s point, it could be argued that considering working outside the home as a 

requisite for empowerment is a Western interpretation of empowerment, and ignores the 

idea that women can be empowered even in the context of domestic life. As many of the 

women interviewed in this study only worked at home, this will be an important 

consideration to make. 

This Study 

 Evidently, there are mixed results regarding the impact that microfinance 

programs can have on the economic status and social empowerment of women.  Through 

my research I contribute to this debate, not only exploring whether a microfinance 

program in India improves the economic conditions and empowerment of women, but 

also addressing how to improve microfinance programs so as to make them more 

effective in achieving these goals. During March and April of 2011, I conducted this 
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research while also working as an intern with an NGO I will call Shakti in the state of 

Rajasthan, India. As an intern I observed and participated in the daily workings of the 

NGO office and attended and observed several self-help group meetings. The Shakti lead 

staff and I agreed that by the end of my time there I would conduct an impact analysis of 

their microfinance programs in an area of villages in Rajasthan for the use of their 

program monitoring and improvement as well as my undergraduate thesis. At the end of 

my time at Shakti, with the help of my coworkers and an interpreter I interviewed twenty-

four women in eight different SHGs to explore the impact of women’s involvement in 

these SHGs on their economic status and social empowerment. In the analysis of these 

interviews, I explore whether the participants experienced an increase in economic status 

and social empowerment due to their participation in the SHG.  Using qualitative analysis 

of interview responses conducted on HyperRESEARCH as well as my own observations 

from working at the NGO, I assess why or why not the participants experienced a rise in 

economic status and social empowerment from their participation in the self help group. I 

analyze qualitative data gathered in the twenty-four interviews, the significance of the 

quantitative data Shakti had on their microfinance program, and my observations of the 

NGO’s workings and how they impacted the implementation of the microfinance 

program. I use this case study to analyze current debates about the role of microfinance in 

development as it pertains to women’s empowerment and economic status.  

This research is an important contribution to the microfinance literature for 

various reasons. First, although the concept of microfinance has seen immense 

popularity, there has been neither widespread proof of its effectiveness nor many 

critiques of its implementation on the ground; thus, it is necessary to be critical and 
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skeptical of its claimed successes. The knowledge we gain from this research could help 

inform the model of microfinance programs for women by illuminating what aspects of 

the SHG model have and have not been effective in terms of poverty alleviation and 

women's empowerment. This study also allows Shakti to evaluate and improve upon its 

microfinance model. I offer suggestions as to how Shakti and other NGOs can improve 

their microfinance programs to have more effective impact on women’s social 

empowerment and economic status.   

Secondly, there have been few studies exploring the impact of microfinance 

programs conducted outside of the bias of the organization that runs them; therefore, my 

research will offer an outside outlook to current research. I was able to conduct a study 

that was less biased towards success than it would have been had it been conducted by a 

Shakti staff member. I was able to achieve this because unlike staff members, I did not 

feel a special allegiance to the NGO nor was I worried about job security or work 

evaluation. However, my positionality as a foreign, white, young woman did add notable 

biases to this research that I discuss further in chapter 3, in which I explain my 

methodology.   

What is to Come  

 The first chapter outlines the historical trajectory of microfinance to show its 

development from the 1970s to its various forms today. This chapter elucidates the 

ideological underpinnings of microfinance that have shaped how it is understood as a 

development strategy for empowerment and poverty alleviation today. I discuss the 

implications of microfinance’s rising popularity in the context of increasing global 

economic liberalization. Thus, this chapter ideologically positions microfinance as a 
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development strategy in alignment with current neoliberal economic policy. The second 

chapter discusses alternative conceptualizations of empowerment and poverty that break 

from this mainstream, largely financial approach to understanding these issues; this 

discussion informs my methodology. Next, the third chapter outlines my research 

methods, explaining how I conducted my interviews as well as my experience working in 

the NGO. The fourth chapter includes the analysis of my data, including participant 

interviews and my own observations. Lastly, in the fifth chapter I illustrate how this 

research fits into the larger literature on microfinance, and accordingly, citing other 

innovative NGO models from South Asia, outline recommendations for Shakti and other 

microfinance programs for improvement.  

 

 

 

 

 

 

 

 

 

 

 

 

 
 



 11 

CHAPTER 1:  
THE ROOTS OF MICROFINANCE 

In this chapter, I delineate the economic and ideological underpinnings of 

microfinance. I argue that microfinance programs are rooted in the assumptions of 

neoclassical economic theory, and supported by Western liberal feminism. I show that 

Western liberal feminist scholars successfully integrated women into mainstream 

development discourses centered upon macroeconomic growth and liberalization in the 

1970s and 1980s, giving rise to what is considered the Women in Development (WID) 

paradigm. It was subsequently conceptualized that women needed to be integrated into 

development programs on grounds of efficiency. The feminist discourse of the time 

constructed work outside the domestic sphere as the locus of empowerment, an argument 

that fused well with the view that investing in women’s work in the non-domestic sphere 

was efficient.  

In this context, a variety of institutions began to support and fund microfinance 

programs that gave women opportunities for entrepreneurship and self-employment 

across the Global South. Microfinance programs thus proliferated as economic 

liberalization and structural adjustment programs did, emerging as an individual safety 

net in lieu of dismantled social services. I illustrate that poor women carry the burden of 

filling the gap left by this elimination of social services; various institutions have 

supported microfinance programs that aim to help women carry this burden, with the 

rhetorical justification that they alleviate women’s poverty and empower them. However, 

the increasingly commercial makeup of the microfinance industry is often not responsive 

to the financial needs of the poor. Moreover, the goals of development financialization in 
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the form of microfinance have often overstepped the original goals of true empowerment 

in assuming that empowerment is implicit in the taking of a microfinance loan. This 

discussion frames my analysis to show how many of these ideological underpinnings are 

inherent in the microfinance program that I researched, and thus elucidate some of its 

pitfalls.  

Defining Poverty: Neoclassical Economic Notions of Poverty and their Embedment in 
Microfinance 
 

Though microfinance has expanded to fit various definitions in recent years, 

generally microfinance is thought of as “a financial service of small quantity provided by 

financial institutions to the poor” for meeting life’s basic needs (Dasgupta 2005). These 

services can include savings, credit, insurance, leasing, and money transfers. Regardless 

of which service or services are provided, those who receive microfinance are generally 

considered “poor,” and 80 percent are women (Mody 2000 cited in Armendáriz and 

Murduch 2007). Provided that generally the aim of microfinance is to provide this service 

to “poor women” it is important to understand how microfinance practitioners and 

scholars define poverty and its gendered implications.  

Varied conceptual understandings of what is poverty, who is poor, and how 

gender affects this shape the structure of microfinance programs. These varied 

conceptualizations ultimately determine who is affected by these programs and how. 

Mainstream approaches that focus on economic growth and the international poverty line, 

respectively, are predominantly informed from a neoclassical economic perspective, and 

conceive of poverty on a macro scale. Other approaches like the gender and development 

paradigm take more micro and meso level approaches, focusing on not purely economic, 
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but also structural causes of poverty.  Delineating these varied definitions is important for 

determining if and how microfinance “alleviates poverty” in its varied definitions.   

The dominant poverty discourse is informed by mainstream economics, and thus 

mainly conceptualizes poverty in monetary terms. Largely, this mainstream school of 

thought focuses on the quantitative measurement and attainment of poverty alleviation on 

a macro scale. One part of this approach is the international poverty line (IPL) approach, 

which embodies an emphasis on the poverty headcount; using cut-offs determined by 

quantitative measures, it aims to measure the amount of people living in poverty around 

the world. Another part of this school is the economic growth approach, which largely 

contends that economic growth in a country is the key to alleviating poverty; it ascribes 

to the economics aphorism that “a rising tide will lift all ships.” These two related 

approaches form much of the ideological underpinnings of modern microfinance 

programs.  

The international poverty line (IPL), an index the World Bank created, is a well-

known mainstream approach to defining poverty (Pogge 2010). Under this definition, 

anyone who lives using US$1.25 dollars or less per day (at the value of US dollar in 

2005) is poor (Pogge 2010). To convert this $1.25 to better reflect the standard of living 

in other countries, the purchasing power parity (PPP) is used. This measure is used 

instead of a given country’s nominal exchange rate, which would show how much of any 

given currency one could exchange for $1.25. For example, in India, for $1.25 one can 

exchange approximately 60 rupees. However, with this rupee amount one would be able 

to buy more in India than one would be able to buy in the United States with $1.25. The 

PPP is designed to reflect this difference. Thus, this conceptualization defines poverty as 
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one’s income level, and measures the amount of poverty in the world by the number of 

individuals in a given population who live at or below this consumption level per day.  

However, there are problems with conceptualizing poverty using the IPL 

approach (Pogge 2010). First, this approach automatically prioritizes the increase in 

consumption of the people living just below the international poverty line, because 

moving them above it requires the least amount of change in consumption. Thus, if this 

measure is used to design policy, the most impoverished are unlikely to be allocated 

resources to reach even this pecuniary poverty threshold. Secondly, the exclusive focus 

on income and cost of consumption ignores other poverty-related constraints, including 

those related to gender. For example, two individuals might have the same income but 

one might have to spend more to achieve the same standard of living. Someone in a cold 

climate might have to buy more clothes and food to stay warm than a person in a warm 

climate with the same income (Pogge 2010). Or, a married man and woman might earn 

the same amount of money, but the woman might have less of an impact on household 

decision-making; therefore, even with equal amounts of income, because of the woman’s 

lack of household power, the husband may limit her ability to access resources that an 

increased income could otherwise perhaps buy. As illustrated, the IPL approach does not 

consider intra-household asymmetries in resource allocation. 

These critiques illustrate that one’s ability to consume commodities does not 

reflect her full ability to improve her condition of life (Jackson 2010; Sen 1999). Thus, 

the possession of any given amount of commodities is not a representative indicator of 

well-being because possessions do not ensure a guaranteed standard of living, or one’s 

“capabilities” (Sen 1999). Instead, commodities are only important in the degree to which 
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they allow a person to achieve something. Extending an increase in consumption of 

commodities to an actual improvement in standard of living or capabilities depends on 

“gendered cultural forms and processes” (Jackson 2010, 49). The IPL approach, like most 

other mainstream ones, does not make these considerations, but rather conceptualizes 

poverty in purely monetary terms.  

The international poverty line approach, nevertheless, is a fundamental 

underpinning to the justification for microfinance programs. Mainstream microfinance 

champions the sole action of putting money into women’s hands; the assumption is that if 

an individual living on less than $1.25 a day is provided with a small increase in capital 

in the form of a microfinance loan, she will be able to increase her level of consumption 

over the poverty line mark. Therefore, the popular notion that microfinance can eliminate 

extreme poverty on a worldwide scale comes from a vision of aggregating millions of 

these individuals who are able to increase their consumption over $1.25 per day. 

Accordingly, Nobel laureate and Grameen founder Muhammad Yunus famously said that 

he considers credit a basic human right, and establishing this in mainstream financial 

institutions will “create a poverty-free world” (Yunus 2003, 150, 262).  

This point of view resonates with microfinanciers and has entrenched itself in the 

ethos of microfinance programs, giving rise to many programs that assume that the action 

of putting money into a woman’s hands will automatically allow her to transcend 

poverty.  Purveyors of this view generally diminish the structural elements, or 

“capabilities” side of poverty; Yunus writes, “credit creates economic power, which 

quickly translates into social power” (2003, 150). Thus, Yunus and other similar 

microfinanciers assume that giving people microfinance loans will quickly empower 
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them to transcend social barriers. This assumption constructs credit as the panacea for 

women’s empowerment, and therefore abstracts and homogenizes empowerment’s 

deeply complex meanings. Later in this chapter, I explain further the problematic 

implications of this assumption when discussing the relationship between microfinance 

and women’s empowerment. In the chapter that follows, I also further discuss alternative 

definitions of empowerment.  

Related to the international poverty line approach is the economic growth 

approach to poverty alleviation, another mainstream approach, which also has important 

consequences for microfinance programs. This approach, subscribed to by international 

financial institutions, holds that economic growth, as in a rise in an economy’s GDP, will 

raise the income and therefore standard of living for everyone in a country, alleviating 

poverty (Johnsson-Latham 2010). Mainstream economic assumptions about economic 
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growth underlie the argument that microfinance is capable of alleviating poverty in the 

developing world. A key foundation of this assumption is the neoclassical economic 

concept of diminishing returns to capital, illustrated in Figure 1. Using this model, 

economists assume that firms with relatively less capital should generate high returns on 

investment in the beginning stages of capital investment (Armendáriz and Morduch 

2007). Thus, as a firm accrues more capital, it experiences diminishing returns to that 

new capital; it does not create as much new output as early investments of capital do. For 

example, it assumes that if a tailor invests $100 in a new business to buy a new sewing 

machine, production will rise relatively quickly. The next $100 she invests to buy, for 

example, electric scissors, will also increase output relative to this capital investment, but 

not in the same proportion that the sewing machine did (Armendáriz and Morduch 2007).  

Under this economic assumption the same comparison is made across firms and 

countries of varying development levels. This model assumes that a woman with scarce 

resources, considered poor, will have higher marginal returns to capital than an 

established entrepreneur in a developed country who is already rich in resources (capital). 

Consequently, this model also assumes that the woman entrepreneur will experience a 

higher rate of return on her investment: and thus should be able to pay banks higher 

proportional interest rates than the rich entrepreneur (Armendáriz and Morduch 2007). 

This notion forms the justification for many commercial microfinance operations that 

charge high rates of interest. Another important implication of this assumption is that 

financial investment in the poor through microfinance loans will result in many 

individuals experiencing high marginal returns to capital, and thus in the aggregate a 

country will experience high economic growth. Neoclassical economics assumes that the 
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macro economy is just an aggregate of micro level economic activity. Thus, adherents to 

this view champion microfinance as a fuel for widespread economic growth (Armendáriz 

and Morduch 2007)  

The international poverty line and economic growth approaches to understanding 

poverty hold assumptions that underlie the foundation of many microfinance programs. 

Together, these approaches inform microfinance programs to target a specific type of 

“client.” This person is only slightly under the poverty line of $1.25, but still considered 

quite poor, so under these assumptions is able to generate high relative returns to capital. 

Though under the economic growth approach’s assumptions, the person furthest from the 

$1.25 poverty line would generate the highest returns to capital, in reality economists see 

many transaction costs associated with this person and therefore are unlikely to reach out 

to her. For example, reaching this person may require traveling into rural, remote areas, 

which could be a costly endeavor. Also, a microfinance program is not likely to have a lot 

of information about this person. Attaining this information to disburse the loan could be 

costly in terms of time and money; similarly, from a program’s point of view, not 

attaining the information but still disbursing the loan could be costly, as it is seen as 

running a risk if this person defaults on her loan. Thus, microfinance programs generally 

do not reach the most impoverished because the transaction costs are considered to 

outweigh the return to capital that this individual could generate (Weiss and Montgomery 

2003). In fact, slightly less than half of those in Asia identified as “specifically targeting 

very poor clients as their institutional mission” and only 10 per cent in Latin America, 

state this as their mission (Weiss and Montgomery 2005, 619).  

I discuss these limitations further in the “Institutional Differences” section. So far 
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we have explored the relationship between poverty and microfinance. However, it is also 

necessary to understand how this vision of microfinance as the silver bullet to poverty 

becomes entangled with gendered considerations in development.  

Neoclassical Notions of Poverty, Efficiency, and Women in Development (WID) 
 

As noted above, the international poverty line and economic growth mainstream 

approaches to understanding poverty fueled the dominant development thinking since the 

1970s (Kabeer 1994), and their assumptions underlie the foundation of many 

microfinance programs. Microfinance discourse brought together these mainstream 

approaches and concerns with the experience of women in development. In the 1970s, a 

growing push to consider women in the development process gave rise to what is 

considered the “Women in Development” (WID) paradigm. WID incorporated women 

into the economic development thinking of the time, portraying poor women as holding 

latent economic potential to drive economic growth (Kabeer 1994). The entrenchment of 

these economic views in the Women in Development approach allowed for the growing 

popularity of microfinance as a development approach, and hence underlies its 

ideological background.  

In the decades following World War II, during the formal decolonization process, 

the role of women in economic development was ignored. This was largely due to a 

holdover from colonial discourses, in which women were seen as “the most backwards 

members of backwards societies,” bound by “traditional” attitudes and unable and 

unwilling to enter the “modern” world (Vavrus and Richey 2003, 7). This thinking 

reflects the prevalence of modernization theory in that time, which holds that all countries 

are on a unilinear trajectory of economic development (Kabeer 1994). This focus 
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prioritized infrastructural and GDP growth in what was considered the “Third World.” In 

this process, men were assumed to be the household heads and “productive agents” 

working within the market structure. In contrast, women were assumed to be housewives, 

mothers, and “at-risk reproducers” (Jaquette and Saudt 1988 cited in Kabeer 1994). With 

this dichotomy drawn, mainstream development efforts largely targeted men, who were 

seen as economically productive; since women were seen as a vulnerable, unproductive 

group, they were largely relegated to the welfare sector (Vavrus and Richey 2003; 

Buvinic 1983 cited in Kabeer 1994). Normative assumptions about the universality of 

gender roles reinforced this welfare dependency approach in development agencies 

(Kabeer 1994). For instance, in 1960, during the first of the United Nations’ 

Development Decades, no mention was made of the role of women in economic 

development.  

Only in the 1970s did development practitioners begin to recognize the 

importance of incorporating women into development programs. Much of the 

consciousness-raising in the UN and other development agencies can be attributed to 

Ester Boserup’s 1970 book, Woman’s Role in Economic Development, which was the 

first attempt to consider women as productive laborers and contributors to the economy 

(Vavrus and Richey 2003). Boserup critiqued governments and international 

development agencies whose assumptions about women’s domestic roles had caused 

them to systematically ignore the role of women in economic development. For example, 

she cited that though women often play critical roles in agricultural systems, development 

agencies ignored this fact when disseminating new technologies and capital inputs. 

Boserup’s goal was to change the emphasis on welfare to one of women’s equality in the 
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development process (Kabeer 1994). Other scholars and practitioners who drafted the 

World Plan of Action out of the 1975 International Women’s Conference echoed the 

message of Boserup’s book. This plan called for “the achievement of equality between 

the sexes within the context of changed relations between North and South” (Kabeer 

1994, 7).  

Despite this strong message, the development agencies did not go so far as to 

adopt this rhetoric of equality. Buvinic (1983 cited in Kabeer 1994) argues that they did 

not because integrating this rhetoric of equality would have required a redistribution of 

power based on gender at all levels, including among policy-makers in the international 

development industry. By focusing solely on the basic needs of poor women in the 

Global South, largely male-staffed development agencies did not have to change their 

institutional structures or challenge the privileges that engendered them. Moreover, they 

did not have to challenge the structural inequalities that cause the poverty that some 

women experience.  

WID made the first step in showing the diversity of the gender division of labor 

across the world, turning development agencies’ assumptions about gendered work on 

their heads. To accomplish this, they used efficiency based arguments to move women 

from the “margins of development” and “integrate them into the mainstream” (Kabeer 

1994, 24). This emphasis on efficiency entrenched itself in the microfinance ethos; 

microfinance programs’ underlying emphasis on efficiency illustrates the impact WID 

had on them. Economists Armendáriz and Morduch state that the primary advantage for 

microfinance programs in targeting women is “purely financial:” they “are more often 

more conservative in their investment strategies, and are often more easily swayed by 
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peer pressure and the interventions of loan officers – making [them] more reliable 

bets…” (2007, 183).  

Another reason women are targeted in microfinance is because they are assumed 

to create a stronger development impact because they invest more in children’s health 

and education than men. Simply, women are considered to be implicitly more reliable 

than men, and thus “efficient” investments. Moreover, Armendáriz and Morduch argue:   

Unequal access to health, nutrition, and educational status of women in low-
income households has been linked to high fertility rates, low labor force 
participation, low hygiene standards, and the increased incidence of infectious 
diseases. And all these variables are clearly related to productivity and household 
income. (2007, 184) 
 

These arguments for why women are targeted for microfinance programs illustrate a clear 

emphasis on efficiency; microfinance programs often invest in women because it is 

efficient in terms of macroeconomic productivity and growth to do so. This historical 

overview of the WID approach illustrates the roots of the underlying assumptions of 

microfinance: assumptions that women are the efficient means through which to fuel 

development funding to have the largest impact. Next, an explanation of the roots of 

microfinance’s emphasis on women’s efficiency in the workplace, found in Western 

feminist thought that influenced the WID paradigm, illustrates how microfinance 

programs conceptualized empowerment concurrently.   

Drawing Connections: Microfinance, Empowerment/Liberation, and Women in 
Development 
 

The WID approach nurtured the idea of microfinance as a source of poverty 

alleviation for women. The idea behind microfinance, like WID, is to emphasize 

women’s productive and entrepreneurial capacity in the economic sphere; microfinance 

sees them as agents of economic growth. Microfinance programs give women loans with 
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the assumption that these will enhance their productive capacity and income. Thus, 

underlying microfinance programs are neoclassical economic assumptions that have been 

partially infused by previous Western feminist thinking, but only to the extent to which 

they do not challenge the existing international development structure. Similarly WID 

does not question structural causes of poverty or development structures, but rather aims 

to integrate women into the existing development paradigm that emphasizes 

macroeconomic growth. In many ways, this approach became prominent because 

Western feminists of the time constructed work as the site of liberation; this 

conceptualization complemented the WID idea of investing in women, in encouraging 

them to work as efficient. These ideas about efficiency and liberation (or in other words, 

empowerment) fused together in the development thinking of the time, making a strong 

rhetorical case for the power of microfinance to empower women and alleviate poverty 

within a neoliberal capitalist structure. In this framework women’s empowerment is 

achieved solely by microfinance and the other forces it enables; empowerment is thus 

understood in a narrow and monolithic sense. I delineate alternative conceptualizations of 

empowerment in the following chapter. 

The ideological roots of the rhetorical justification for microfinance are important 

for this research because they have entrenched themselves in development thinking so 

much that they have begun to be taken as a given for many microfinance programs, even 

if those who run these programs do not have predatory, profit-driven aims. Indeed, as 

Harvey argues that neoliberalism “has become incorporated into the common-sense way 

many of us interpret, live in, and understand the world” (2007, 3), so have the purported 

achievements of microfinance as a part of this neoliberal system often become 
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understood as implicit. A further critique of the WID approach to development 

considering these ideas can offer insights on the pitfalls of microfinance programs.  

As previously stated, postwar development thinking had largely ignored women’s 

roles in the economy and fueled development resources towards men, assuming that they 

occupied all the productive roles in the formal economy (Kabeer 1994). WID scholars 

critiqued this view by showing how women around the world did fill many roles in the 

formal economy; namely, Boserup (1970 cited in Kabeer 1994) showed that in many 

countries women played a prominent role in agricultural activities that development 

practitioners and scholars had ignored. She also argued that women are more empowered 

to the degree to which they work outside the home. She contended that women in 

developing countries are tacitly responsible for domestic and reproductive work; thus, she 

argued that the women who work outside the home in addition are empowered depending 

on the extent to which they do so (Kabeer 1994, 20-21). Tinker (1976 cited in Kabeer 

1994, 22), another founding WID scholar, echoed Boserup’s points in many ways; she 

critiqued Western development practitioners for reinforcing women’s domestic and child-

rearing roles, and ignoring their role in the development process. Rogers (1980 cited in 

Kabeer 1994, 22) added to this critique, arguing that Western men who run development 

agencies impose their beliefs about women’s place being in the domestic sphere. Thus, 

any program geared towards women stressed domestic-related skill building. These most 

prominent WID scholars thus emphasized the importance of women’s roles in the formal 

economy. Accordingly, on the whole the primary critique to come out of the WID 

paradigm was that women’s roles in the formal economy should be recognized, and that 

women should be given opportunities to enter the formal sector to be empowered.  
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As previously discussed, the idea that women could be integrated into the formal 

sector quickly caught on in the development industry in an “efficiency” approach. 

However, the intellectual development and subsequent prominence of these texts did not 

grow in a social vacuum; the idea that paid work in the formal sector would lead to 

women’s empowerment due to liberation from the domestic sphere emerged from the 

second wave feminism rising in the West in those decades (Eisenstein 2005; Keating, 

Rasmussen and Rishi 2010).  

Much of this feminism is rooted in Western liberal theory, which holds that all 

men are essentially equal across societies because they are able to reason. Liberal 

feminists argued that women are rational beings as much as men are, but have been 

robbed of the opportunity to express this rationality because of their socialization into 

limiting roles (Kabeer 1994, 27).  

Mohanty (2003) argues this assertion is wholly Western but problematically 

applied as universalist. She claims that these Western feminists writing about women in 

what she calls the “Third World” create an ahistorical conceptualization of the patriarchal 

dominance over women. Western feminists designate “women” as a homogenous 

category with “identical interests and desires” and without regard to “class, ethnic, or 

racial location” (Mohanty 2003, 21). This conceptualization thus implies that women’s 

liberation is achieved by following a unilinear path; Western, sometimes self-designated 

feminist scholarship – such as that in WID – has reinforced this assertion (Mohanty 2003, 

23). This scholarship has constructed the “First World woman” as being educated, 

modern, having control over her own body and sexuality, and the ability to make her own 

decisions (Mohanty 2003, 22): the embodiment of liberation. This woman stands in 
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contrast to the construction of the “average Third World woman” who is characterized as 

having a diminished existence because of her “feminine gender” and her being “Third 

World” – therefore “ignorant, poor, uneducated, tradition-bound, domestic, family 

oriented, and victimized” (Mohanty 2003, 22). This constructed dichotomy implies that 

the “average Third World woman” should necessarily aspire to the level of liberation 

(read: empowerment) as the “First World woman” by shedding herself of tradition and 

the responsibilities of the domestic sphere; moreover, it constructs the “Third World 

woman” as one who is “politically immature” and “who need[s] to be versed and 

schooled in the ethos of Western feminism” (Amos and Parmar 1984, 7).  

Mohanty also argues that this false dichotomy: 

Colonizes the material and historical heterogeneities of the lives of women in the 
Third World, thereby producing/representing a composite, singular ‘Third World 
woman’ – an image that appears arbitrarily constructed but nevertheless carries 
with it the authorizing signature of Western humanist discourse. (2003, 19) 
 
 This homogenization ignores the “micropolitics of context, subjectivity, and 

struggle” (p. 223) that affect women in terms of geography, race, class, or ethnic identity; 

by casting the “feminine gender” as the ultimate determinant of oppression, it ignores 

differences among women across social class, ethnicity, and culture, and in doing so 

“robs [different groups] of their historical and political agency” (p. 39).  Mohanty’s 

critique illustrates how modernization theory remains entrenched in WID thinking. 

Modernization theory draws one path of economic development, the Western developed 

countries being the end to which less economically developed countries should aspire 

(Kabeer 1994). Similarly following this logic, WID scholars construct one way to 

women’s liberation; their theoretical assumptions define the market as the primary site 

for women’s liberation.  
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The designation of the market as the locus of women’s liberation thus entrenched 

itself in the Women in Development literature and programming and had important 

policy implications in doing so. First, this model maintains a preference for the “domain 

of production” versus the “domain of reproduction,” emphasizing how women can be 

incorporated into the “domain of production” (Kabeer 1994, 29). In stressing this 

incorporation, WID consequently devalues the caring activities involved in the “domain 

of reproduction” and thus the “labor, time and energy of those who carry them out” 

(Kabeer 1994, 28). The devaluation of these essential caring activities causes women’s 

mothering role – taken as a given - to be denied policy recognition, and the resources that 

would be devoted along with that recognition (Kabeer 1994; Kabeer 2003). Secondly, 

this assumption diminishes the importance of this “domain of reproduction” and care, 

ignoring the reality that women’s labor in the domestic sphere often relieves men of the 

task of taking care of themselves, therefore allowing them to act as “rational 

individual[s]” (Kabeer 1994, 29) in the market. Lastly, this focus on proving “women’s 

capacity to display rational economic behavior without any equivalent emphasis on 

men’s potential for displaying ‘feminine’ qualities of caring and nurturing” (p. 29) fails to 

challenge normative gender roles, and so absolves men of any responsibility for caring or 

reproductive activities.  

Additionally, a complete emphasis on work as the only site of empowerment 

neglects other contexts in which women can be empowered, and ignores resources that 

could be invested to achieve empowerment through noneconomic means (Charusheela 

2003; Barker 2005; Bergeron 2006 all cited in Keating et al. 2010). Moreover, this 

assumption ignores the idea that while work could be empowering “for those who are 
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already economically advantaged, for example, for others work is a means of survival 

rather than an experience of empowerment” (Keating et al. 2010, 156).  

The idea of work as the ultimate site of empowerment also ignores the instances 

in which seemingly well-meaning development and microfinance programs can actually 

disempower women. Often, microfinance-focused NGOs achieve their touted outcomes 

(such as loan repayment) through a patriarchal approach that undermines the values of 

women's empowerment (Fernando 1997). Largely, microfinance institutions are judged 

on their outcomes as they relate to women's income and empowerment, but how these 

outcomes are achieved within the organization are left unanalyzed. A patriarchal 

approach within microfinance institutions can be created and reinforced by various 

forces. First, donor funding can pressure NGOs to focus on the more financial aspects of 

development, which causes poor women’s interests to be “progressively subordinated to 

the priorities of development” (Fernando 1997, 151). Secondly, patriarchal approaches 

can come from NGO infrastructures and workers themselves, who may not be truly 

committed to women’s empowerment; these failures can demonstrate themselves in 

individual behaviors that may be patriarchal in nature or in NGO structures that do not 

have built in programming focused on subverting patriarchy. These considerations are 

important in my analysis of Shakti’s microfinance program’s pitfalls because patriarchal 

influences limited the impact they could have on social empowerment. 

Despite these critiques, development agencies and international financial 

institutions latched on to the idea of work being empowering for women in a period of 

worldwide economic restructuring in the 1970s and 1980s. Thus, “ironically, the 

transformation of empowerment into a subordinate discourse occurs by using its own 
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language and strategies, progressively censoring and muting its radical aspirations” 

(Fernando 1997, 151). As a pathway to work, these institutions often used microfinance 

as a practical and rhetorical vehicle for the justification of neoliberal economic 

liberalization and restructuring.  

Microfinance and WID as Carriers of the Neoliberal Era  

The rise of neoliberalism created an apt environment for the proliferation of 

microfinance programs in the 1970s and 1980s. Neoliberalism is “a theory of political 

economic practices that proposes that human well-being can best be advanced by 

liberating individual entrepreneurial freedoms and skills within an institutional 

framework characterized by strong private property rights, free markets, and free trade” 

(Harvey 2007, 2). It is neoclassical economics infused into an ideology of financial 

globalization. Within this framework, the role of the state is to both ensure the laissez 

faire functioning of markets and create “an institutional framework” in order to do so, 

including guaranteeing the value of money and creating “military, defense, police, and 

legal structures and functions required to secure private property rights” (Harvey 2007, 

2). The neoliberal ideology pervades the dominant educational structure, media, 

corporations and financial institutions, state financial institutions such as central banks, 

and international financial institutions like the International Monetary Fund (IMF), the 

World Bank, and the World Trade Organization (WTO) (Harvey 2007, 3). During the 

1970s and 1980s these international financial institutions pushed the neoliberal agenda on 

a variety of economies in the Global South to integrate these countries into the global 

economic structure; this push came in the form of structural adjustment programs (SAPs), 

policy packages that demanded compliance for market liberalization, widespread 
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privatization of state firms, and the dismantling of state subsidies, bureaucracies, 

services, and safety nets (Harvey 2007; Weber 2003). They imposed massive debt 

financing to achieve this aim; as of 1994, 18 countries capitulated to SAPs that financed 

US$60 billion in debt (Harvey 2007, 75; Weber 2003).  

The case of India provides an illustrative example. In the late 1980s, a 

combination of poor fiscal management, a restrictive investment regime and external 

shocks began to hurt the Indian economy, ultimately downgrading its credit rating in 

international financial markets. This caused a swell of capital flight that left India with 

merely $1.1 billion in national reserves, an amount that was barely sufficient to pay for 

even two weeks of imports (Sharma 1999).1 At this critical juncture, then Prime Minister 

P. V. Narasima Rao accepted conditional emergency loans from the IMF, and then in 

June 1991 released India’s new “market-friendly” economic liberalization program 

(Sharma 1999). Then, the rupee was valued 22 per cent against the US dollar, and 

production, prices, interest rates, and wages were stripped of restrictions and protections 

to find what neoliberal economic reformers saw as their “natural equilibriums.” By 

mainstream macroeconomic standards, these neoliberal policies in India were successful. 

However, India has failed to achieve the nation’s stated goal of “economic liberalization 

with a human face” (Sharma 1999). While the upper two economic deciles have seen a 

marked growth in their wealth and consumption, people on the lower rungs of the 

socioeconomic ladder have suffered; a 1994-95 National Sample Survey shows that both 

rural and urban areas have seen a profound deterioration of the consumption shares of 

                                                
1 A country must have foreign currencies on reserve to be able to purchase (thus import) goods from other 
countries. If what is called the balance of payments (BOP) is in a severe deficit, a country must finance 
imports with central bank reserves in a country’s own currency, or borrow money to finance these imports. 
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individuals in the lowest three and middle four deciles (Sharma 1999). The devaluation of 

the rupee has translated into higher food prices that are likely to be felt most by poorer 

people. Additionally, inflationary pressures have lowered real wages, because nominal 

agricultural wages are slow to adjust to inflation. These two factors have further 

diminished of the quality of life of the rural poor. Accordingly, in 1992, an extra 9.4 

million rural households fell below the Indian poverty line (Datt and Ravallion 1996 cited 

in Sharma 1999).  

The case of India is indicative of the neoliberal pattern, one that integrated 

economies of the Global South into the global capitalist infrastructure often at the 

expense of the most poor. Specifically, much of the burden of structural adjustment was 

piled onto poor women’s backs; as health care and education became privatized, giving 

rise to new fees, and subsidies for food were removed, women were expected to assume 

the responsibility for providing for these essentials (Kabeer 2003; Tickner 1999 cited in 

Eisenstein 2010). Then, women garnered the resources to provide in the informal sector. 

Economists expected the informal sector to shrink after the initial shock of adjustment 

that gave rise to large-scale unemployment in the formal sector; however, it expanded 

with the spread of liberalization since the 1970s and took a permanent place in the global 

economy (Benería 2003 cited in Eisenstein 2010; Weber 2003).  

When IFIs began to recognize that the insecure informal sector was to become a 

mainstay, they began to implement development schemes targeting groups to which 

structural adjustment had done harm (Elyachar 2002; Weber 2003). Microfinance, a 

concept that entrusts the ingenuity of the individual and the market to fix social problems, 

was the natural choice (Elyachar 2002; Eisenstein 2010). Thus, in several countries where 
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SAPs were implemented, “the World Bank established Social Funds [microfinance 

programs] as the ‘social safety net’ of choice” (Elyachar 2002, 501). The proliferation of 

microfinance programs indicated the privatization of this social safety net (Keating et al. 

2010). Moreover, it reinforced the idea that social problems like unemployment and 

poverty are a result of individual failures, not larger social and economic problems 

(Isserles 2003; Keating et al. 2010). Weber argues that international financial institutions 

proliferated commercial microfinance programs to achieve “a form of social discipline 

aimed at commanding compliance for neoliberal restructuring” (2003, 356). As 

developing economies were pushed into the weave of financial sector globalization, 

competition became steeper and many of the poor who previously had jobs in the formal 

economy were forced out; thus, the World Bank introduced commercial microfinance as 

a way to give the poor some kind of employment activity in the informal sector (Isserles 

2003; Weber 2003). Among other countries, the World Bank and the Bolivian 

government implemented this strategy in Bolivia as a part of the 1986 “New Economic 

Program;” they funded microfinance programs with commercial interest rates on a 

widespread level (Weber 2003).  

The idea that microfinance is a palliative individual safety net that demands 

compliance for the neoliberal privatization scheme has been put forth. A less emphasized 

idea, but one that is relevant for this study is Keating et al.’s (2010) conceptualization of 

Harvey’s Marxist notion of the neoliberal “accumulation by dispossession” (Keating et 

al. 2010, 144) that implies the “mass dispossession of resources from existing social 

structures to enable the concentration of capital” (Keating et al. 2010, 154). Hartsock 

(2006) emphasizes how this accumulation by dispossession is a markedly gendered 
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process in which the brunt of neoliberal restructuring in the Global South is carried by 

poor women. Keating et al. use Hartsock and Harvey’s theories to conceptualize 

microfinance as “a mechanism of accumulation by dispossession” (Keating et al. 2010, 

160). Commercial microfinance assumes this function because it aims to integrate poor 

women as new clients in the financial services industry. By doing this, it reinforces 

informal, volatile sources of work as a mainstay – work that has limited possibilities for 

organization. Lastly, by expanding the reach of financial services into social groups, 

microfinance “facilitates the privatization of the newly enclosed commons” (Keating et 

al. 2010, 160).  

On first look, they argue, microfinance might appear to be a way to democratize 

credit by giving access to it to more people. However, the terms on which microfinance is 

often circulated is an indication of its less democratic features. Peer borrowing groups, 

often a pillar of micro lending activities, depend on peer pressure to pay back loans, 

therefore “facilitat[ing] an intensification of surveillance and regulation” (Keating et al. 

2010, 162). Moreover, if microfinance is used for entrepreneurial work, this work is often 

in informal sector with low rates of profit; consequently, its spread implies the 

permanence of vulnerable work that limits workers’ abilities to make demands such as 

they could in unions, for example (Hartsock 2006 cited in Keating et al. 2010). Lastly, in 

places where structural adjustment policies dismantled social services, microfinance is 

often used to provide women with capital to buy goods that were communal or subsidized 

before structural adjustment (Keating et al. 2010, 162). Thus, microfinance can be 

conceptualized not just as a palliative force that allows the forces of privatization on the 
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large scale to continue, but in and of itself is a tool for capital accumulation and increased 

financialization of society.  

This ideological critique is necessary when considering the makeup of the 

microfinance industry today. The microfinance industry proliferated the availability of 

credit in various countries in the Global South with the stated goals of alleviating poverty 

or quelling the ills of structural adjustment. On the other hand, Keating et al. (2010) argue 

that microcredit itself can be a tool for the aims of structural adjustment. Investigating the 

face of the industry as compared to the real financial needs and desires of the most 

impoverished people sheds more light on this debate.  

What Financial Services Do Poor People Need and Want?  
 

Since the Grameen Bank gained widespread popularity, many different 

institutions adopted microfinance into their frameworks, including other commercial, for-

profit, individual banks like Grameen, nonprofit non-governmental organizations (NGOs) 

and international finance institutions like the World Bank. Ultimately, what differentiates 

the various microfinance institutions is whether they only offer “microcredit,” meaning 

only loans, or whether they offer an array of other financial and social services. To delve 

into the differences between these institutional structures however, it is first important to 

discuss what financial services poor people need - and want - to compare these to the 

financial services and social initiatives that various microfinance programs offer.  

One step in analyzing the financial services poor people want and need is 

considering the meaning of credit and debt to those with scarce resources. Dichter 

(2007a) claims that the microfinance industry has largely ignored the contentious issue of 

poor debt, failing to recognize how social and cultural understandings of debt can shape a 



 35 

microfinance program’s trajectory. He argues that gaining a deep social meaning of debt 

can provide insight into many of the issues MFIs face, such as understanding why women 

drop out of programs or give their microfinance loans to their male family members. In 

many developing countries, debt carries negative moral stigma in family and religious 

structures, engendering guilt and shame in social settings. When microfinanciers, steeped 

in purely economic thinking, and especially those exclusively from developed countries, 

intervene in credit markets, they do not always make this consideration. Dichter argues 

this error occurs in part because socio-cultural meanings of debt vary between many 

developing and developed countries; generally, in developed countries, credit cards – and 

credit card debt – are ubiquitous, whereas saving is not as encouraged. In 2005, the 

United States hit a savings rate of zero percent, the lowest rate in 75 years (Dichter 

2007a, 195). People in some developing countries, who largely live in cash-based 

economies, are generally more reluctant to accrue debt. On the whole, Dichter claims that 

the microfinance practitioners and “credit evangelists” must reevaluate their enthusiasm 

for credit, and shift the emphasis of programs to what many potential microfinance 

program participants want: a means to save.   

Many critics of microfinance claim that savings, not credit for financial 

investment, is the financial service that the poor truly need (Allen 2007; Armendáriz and 

Morduch 2007; Dichter 2007b; Vonderlack and Schneider 2002). Vonderlack and 

Schneider (2002) argue that specifically in India, savings mechanisms provide an 

invaluable service to buffer spikes in household expenses for emergencies and to save for 

long-term livelihood activities.  Dichter calls upon the early financial history of the 

modern capitalist economies of the Global North to demonstrate that “the first efforts at 
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democratizing financial services were almost entirely savings and ‘thrift’ based” (2007b, 

181). Moreover, when credit for the poor did emerge, it followed the savings movement, 

and developed largely for consumption, not entrepreneurial purposes. Thus, the touted 

notion that providing credit to individuals will allow them – and the countries they live in 

- to lift themselves out of poverty is not supported when comparing the economic history 

of personal savings and credit of the Global North.  

At the beginning of the Industrial Revolution in the United States, most people 

who started a business did so by self-financing through savings or borrowing from within 

a close social network (Bairoch 1992 cited in Dichter 2007b). Today this trend continues. 

The Global Entrepreneurship Monitor reports that in a survey of 12 developed countries 

in 2000, an average of 78 percent of funding for business start-ups came from informal 

sources (cited in Dichter 2007b). Dichter argues that this pattern remained constant 

because the entrepreneur, whether in the developing or the developed world, seeks the 

least amount of risk when taking a loan; therefore, generally, entrepreneurs will seek an 

informal loan from a social tie because it will be more risk-tolerant and softer than a 

formal loan (Dichter 2007b).  

Savings programs characterized the first early form of finance to poor people in 

the nineteenth century in the United States and Western Europe. For example, in 

Scotland, the penny savings bank movement that began in 1810 was largely targeted 

towards the poor (Haythornthwaite 1993 cited in Dichter 2007b). Similarly in the United 

States, the success of Benjamin Franklin’s Poor Richard’s Almanac and the widespread 

production of the copper penny in 1793 popularized the penny or ‘piggy’ banks for the 

working poor (Dichter 2007b). Later, when formal credit was introduced as a financial 
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service in the early twentieth century, its primary use was for consumption, not for 

investment. The United States even created a “microcredit” program of sorts; in 1910, the 

first Morris Plan Thrift Bank was opened, specifically targeting low and middle-income 

households to reduce the power of the “loan shark” (Dichter 2007b). Similar to how 

current MFIs function in developing countries, each borrower did not have to put up any 

collateral, but instead required two co-signers of the same general background to attest to 

the borrower’s “character.” Thus, it is clear that in the Global North, savings institutions 

were accessible to help the poor long before credit, which was later used for 

consumption. Dichter argues that providing credit rather than savings to poor people is 

neither what they want nor a proven strategy for development, when considering the 

economic history of the richest countries. Conclusively he argues that: 

The average poor person in the past (and today) is not an entrepreneur, and when 
he or she has access to credit it is largely for consumption or cash flow 
smoothing. The average entrepreneur prefers to start with informal credit or 
savings rather than formal credit. The best financial services for poor or low-
income people are saving-based, which in their pure form do not need outside 
financial help…or the large microfinance industry that has evolved. (2007b, 190-
191) 
 

Others support Dichter’s argument that people with limited resources in developing 

countries prefer savings over credit. Armendáriz and Morduch (2007) argue that 

“microsaving” can be a sustainable way to solve credit market problems for the poor. 

High frequency saving, they argue, is the approach that microfinance programs should 

take to help fund short-term investments and smooth consumption.  

Informal savings institutions have become popular as a response to the lack of 

savings options available to the poor in the formal market (Armendáriz and Morduch 

2007). Formal savings institutions in the form of microfinance may be able to address 

some of the pitfalls of these informal mechanisms. For decades poor women in India 
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have used informal savings mechanisms to maintain their standard of living over time; 

the existence of these show that they indeed want or need to save (Vonderlack and 

Schneider 2002).  

One prominent informal savings device that has been prominent in India is 

ROSCAs, or rotating savings and credit associations (Armendáriz and Morduch 2007; 

Vonderlack and Schneider 2002). In each ROSCA, a group of people gathers to pool a set 

amount of funds per time period in a common pot. Each time the ROSCA meets, one 

individual collects all of the deposits until the last member in the last period receives her 

portion. Armendáriz and Morduch give the example of twenty people agreeing to 

contribute $15 every month for twenty months to a ROSCA pool. Every month, one 

member is allowed to collect the $300 until the last recipient receives her portion. The 

problem lies for the person who is last, because in the end, she hypothetically could have 

saved up the $300 over twenty months by herself, without taking the time and effort to 

participate in the ROSCA. However, the last person is paramount to the survival of the 

ROSCA; without her, it could not exist. Anderson, Baland, and Moene (2002 cited in 

Armendáriz and Morduch, 2007) suggest that married women who are ROSCA members 

participate because they would have had trouble keeping the accumulated savings from 

their husbands over time. Gugerty (2003 cited in Armendáriz and Morduch 2007) argues 

that the schedule and structure of ROSCAs allow poor women to save in a constant, 

reliable way. The prevalence of ROSCAs demonstrates many poor women’s desire to 

save and fulfill this need in an informal sector, without ways available to formally save 

(Armendáriz and Morduch 2007). However, issues like the predicament of the member in 



 39 

the last time period as well as the potential insecurity of deposits are pitfalls in the 

ROSCA model. 

Another informal savings mechanism that has gained popularity in India is annual 

savings clubs, which are run by religious groups, social clubs, or trade unions; they have 

low transaction costs because savings deposits are made at regular meetings individuals 

would attend anyway for non-financial reasons, such as weekly services at a mosque 

(Vonderlack and Schneider 2002). However, the most common form of informal savings 

in India is in-kind storage, or investing in small items of high value such as jewelry that 

can be sold for cash in case of emergency. But, if this emergency occurs, jewelry is 

generally sold for less than its relative worth and it can be difficult to find a buyer 

quickly; thus, this is not always the most convenient or dependable way to save. 

ROSCAs, annual savings clubs, and in-kind storage are strategies that women have used 

to save in an informal manner. Formal savings services can learn from the successful 

strategies of informal savings approaches but offer higher safety of deposits, higher rates 

of return, faster access to funds, and greater anonymity to savers (Vonderlack and 

Schneider 2002).   

Many formal microsavings institutions that have emerged in developing countries 

have adapted policies that have made them both successful and popular. SafeSave, a 

savings cooperative in Dhaka, Bangladesh, sends its staff out on a daily basis to its 7000-

strong base in slums, asking if they want to make deposits or not make any transactions 

that day (Armendáriz and Morduch 2007). Bank Rakyat Indonesia (BRI) created a 

similar scheme targeting the most poor that has attracted 25 million saving clients by 
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reducing minimum opening amounts and required balances (Armendáriz and Morduch 

2007).  

Allen (2007) claims that the most poor are interested in income-generating 

activities, not long-term investment; most poor people will want to save enough to 

generate enough income to smooth consumption rather than access the long-term credit 

as many microfinance organizations offer. He argues that because the poorest have the 

most vulnerable livelihood, they would prefer to maximize savings for meeting 

predictable expenses like food, health care and education, managing household cash flow, 

and unpredictable expenses like recovery from a disaster or unexpected illness in the 

family. Thus, savings are attractive to the most poor, who will steer away from the risks 

inherent in loans in an economic environment they are not able to control (Allen 2007). If 

the very poor prefer low-risk, savings-based financial services, why is the main focus of 

microfinance on credit, and not savings? This calls into question the various types of 

microfinance organizations and their program approaches and effectiveness, further 

informing my research question.  

Institutional Differences in Varying Microfinance Institutions  

During the past decade, a notable divide has grown in the field of microfinance 

between the aims of social welfare vis-à-vis financial sustainability and profit. This 

schism has been quite visible in India, where many have claimed that the last few years 

of microfinance activity and scandal across the subcontinent has led to a crisis and a 

crossroads for the development activity.  

Microfinance institutions around the world fall on various parts of the spectrum 

between seeking full social welfare for the most impoverished and attaining financial 
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sustainability and profit. Thus, a divide has developed between two broad types of MFIs. 

On one side, there are commercial microfinance institutions, which are generally large, 

for-profit, and whose goal is to be financially self-sustaining; they may have started out 

being supported by subsidies and donations, but their ultimate goal is to move towards 

financial sustainability. Many who tout commercial MFIs claim that if they adhere to 

conventional banking practices, following a profit motive, they will be able to alleviate 

the most poverty by having more capital to lend to more people (Morduch 2000; Yunus 

2003). However, much evidence suggests that these microfinance organizations reach the 

somewhat poor population, but fail to reach the most impoverished because the high 

transaction costs of reaching them would offset their profit (Allen 2007; Von Pischke 

2007). On the other side of the spectrum are the non-profit nongovernmental 

organizations (NGOs), which are generally small to medium size, supported by subsidies, 

grants, and donors, and generally aim and succeed at reaching the most impoverished 

better than the commercial microfinance organizations (Allen 2007).   

Commercial microfinance institutions (MFIs) have become overwhelmingly 

prevalent in the last two decades. Twenty-nine large NGOs worldwide transformed into 

commercial microfinance banks between 1992-2003 (Fernando 2003 cited in Weiss and 

Montgomery 2005). However, despite many NGOs’ efforts to achieve financial self-

sustainability, Allen (2007) estimates that of the approximately 10,000 MFIs worldwide 

only three to five percent have attained full financial sustainability. In spite of the fact 

that few MFIs are achieving financial sustainability, many are shifting towards a more 

commercial model. Some consider this increasingly commercial orientation of 

microfinance around the world to be at odds with its original poverty alleviation goals 
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(Morduch 2000; Weber 2003; Weiss and Montgomery 2005). As discussed previously, 

commercial microfinance programs were used in part to facilitate financial sector 

liberalization during the advent of structural adjustment programs.  

 Microfinance programs that have used commercial interest rates and aim for 

financial self-sustainability generally fail to reach the most impoverished (Morduch 2000; 

Weber 2003; Weiss and Montgomery 2005). Morduch claims that “socially-minded 

practitioners have had to contend with the assertion that these… ‘core poor’ can 

potentially benefit from microfinance services” (2000, 618) but their average loan size 

would be too small to allow the large economies of scale that have pushed some 

commercial MFIs towards financial self-sustainability. Therefore, the MFIs that wish to 

achieve complete financial self-sustainability must sacrifice reaching the most 

impoverished to do so. However, Weiss and Montgomery claim, from the outset “many 

MFIs do not consider their institutional mission to be serving the most impoverished” 

(2005, 619). They report that “among the MFIs that report to the MIX [Microfinance 

Information Exchange] Market, slightly less than half of those in Asia identified as 

specifically targeting very poor clients as their institutional mission” (p. 619) and in Latin 

America, only ten percent state this as their mission. Moreover, of the Latin American 

MFIs that claim to target the most impoverished, only two utilize a specific targeting 

methodology to identify these individuals.  

In some cases, commercial microfinance programs have been overtly predatory 

towards poor borrowers. This argument is illustrated by the 2010 microfinance scandal in 

the state of Andhra Pradesh, India.  Famously, three of Andhra Pradesh's (and the 

country's) largest microfinance companies (Spandana, SHARE, and SKS) co-opted their 
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own charitable operations, using their clients, poor women, to structure equity growth in 

their favor (Raja D and Rajshekhar 2011). These organizations, who were at one point 

NGOs, asked the women to invest in mutual benefit trusts, and then as the businesses 

grew sold shares to external private investors and promoters. When the companies began 

to see tremendous profits, the vast majority of the dividends were distributed to the 

promoters, not the women (Raja D and Rajshekhar 2011). Most of the women did not 

understand the complex investment structure nor knew what dividends were supposed to 

be distributed to them. Thus, on the night of 8 March 2006 the district officer of the 

Krishna district in Andhra Pradesh seized the records and closed close to 57 branches of 

the MFIs in the district (Ghate 2007).  

Since then, the debate has been centered around these companies raising interest 

rates for the profit of investors and to the detriment of the borrowers. Clearly, these, the 

largest microfinance institutions of the country, did not have the well-being of their 

clients in mind, but rather let their original mission of providing financial services to the 

poor fall by the wayside when the opportunity for profit presented itself. Broadly, 

commercial MFIs are becoming increasingly popular, but most are neither attaining 

financial self-sustainability nor reaching the most impoverished. Some, like these three in 

India, are actually predatory in nature. The pitfalls of commercial MFIs will be important 

to consider in my analysis of Shakti’s microfinance programs because many of the 

pitfalls of commercial microfinance programs are applicable to Shakti, and so can 

illustrate aspects of their microfinance programs that can be changed for improvement.  

Most non-profit NGOs or foundations differ from commercial microfinance 

organizations in that they hold that subsidies are essential in order to cover the high 
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transaction costs of targeting the most poor (Von Pischke 2007). Their primary mission is 

to alleviate poverty and to construct the MFI to attract donors and subsidies. Lastly, their 

boards are comprised of management, donors, and representative members that are often 

the borrowers themselves.  

One example of a non-profit NGO in this model is Grassroots Organizations 

Operating Together in Sisterhood (GROOTS), a network of grassroots organizations that 

focus on rural development, housing, savings, and credit (Isserles 2003). This MFI 

incorporates microfinance as a part of its larger poverty alleviation program, but also 

develops other programs that can have positive impacts on poverty alleviation. One of 

GROOTS’ member organizations in Zimbabwe, Organization of Rural Associations for 

Progress (ORAP), requires its members to build up savings first, after which ORAP 

offers them small amounts of credit. With the savings, many women build kitchens and 

purchase the necessary utensils to cook and sell food. ORAP ensures the participation of 

the most poor by always preparing the food from the home of a very poor family; 

subsequently, a percentage of the food sales is put into their savings account to be used 

for future needs (Isserles 2003). Another GROOTS member organization in Maharashtra, 

India, Swayam Shikshan Prayog, offers microfinance but has an emphasis on creating 

collectives owned by women and their communities. This group has also been involved 

in local government issues pertaining to the delivery of public health and educational 

services (Isserles 2003). These two GROOTS organizations demonstrate how 

microfinance programs on a small, nonprofit scale generally look and function; they use 

microfinance as a portion of their strategy for poverty alleviation and empowerment. 

Isserles suggests that these programs may have to remain small and local to retain their 
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more radical characteristics, which she argues may be compromised if they expand and 

bureaucratize.  

An example of a large-scale NGO that has been able to target the most poor with 

some success is the Bangladesh Rural Advancement Committee (BRAC) (Matin, 

Sulaiman, and Saleque 2007). Institutionally, BRAC falls between a non-profit NGO and 

a commercial MFI; it is 80 percent financially self-sustainable, cross subsidizing its 

development initiatives with other separate enterprises like retail handicraft stores and a 

dairy business (BRAC 2009). In 2002 BRAC realized that its “microfinance [program], 

though a successful, thriving program, was failing to reach the bottom 25% of the 

absolute poorest, composed of mostly women-headed families falling on the bottom rung 

of the poverty ladder” (BRAC 2009).  

Realizing its failures, in January 2002 BRAC introduced a new program, 

Challenging the Frontiers of Poverty Reduction – Targeting the Ultra Poor (CFPR-TUP). 

This program developed a set of criteria to identify families in the margins of society, 

those who because of their poverty level could not take advantage of standard 

microfinance options (BRAC 2009; Matin et. al 2006). This program used a targeting 

methodology combining participatory approaches and simple surveys with the aim of 

reaching the most poor (Matin et. al 2006). It covered what BRAC designated as 100,000 

“ultra poor” women between 2002 and 2006. CFPR/TUP used a variety of approaches 

including promotional programs that involved asset grants and skills training as well as 

protective measures including health care services and stipends. CFPR/TUP also aimed to 

dismantle constraints at the household and policy level. The results from Matin et al.’s 

assessment of this program suggested that the ultra poor participants enjoyed “better 



 46 

access to land, diversification and more physical assets, reduced illness and better health-

seeking behavior, better access to the formal and informal credit market, a greater social 

and legal awareness, and improved nutrition and calorie intake” (2006, 31-32) because of 

their participation. One downfall of BRAC’s CFPR-TUP is that it has not yet had 

significant effects on education and health of the clients’ children. BRAC and the 

CFPR/TUP program present an interesting hybrid MFI by implementing some programs 

with a profit motive to subsidize others with which they take a nonprofit approach. 

BRAC and GROOTS both present interesting models for microfinance programs, that 

will assist my analysis of Shakti’s microfinance programs’ social impact.   

The Indian government has supported another interesting hybrid of the 

commercial and nonprofit approaches to microfinance in the NABARD/SHG linkage 

program. Under this program, NABARD (the National Bank for Agricultural and Rural 

Development) loans large sums to NGOs who encourage the poor, especially poor 

women, to form small self-help groups with the goal of poverty alleviation and women's 

empowerment (Bansal 2003). These women pool their savings to open a formal bank 

account through the NGO that is then opened in NABARD to create the first established 

link between them and the formal banking system. Groups then are supposed to meet on 

at least a monthly basis to give small loans from the savings account to members for their 

small needs, as well as to collect more savings (Bansal 2003). Shakti, the NGO with 

which I worked, participated in this linkage program.  

A major schism in the field of microfinance today is between commercial 

microfinance institutions and non-profit microfinance organizations. On one side, 

commercial microfinance institutions hold that achieving financial sustainability will 
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allow them to be better functioning organizations and achieve both social and business 

aims. However, because of their need for profit or at least to break even, most do not 

spend the increased operating costs necessary to reach the core poor. On the other end of 

the spectrum are non-profit NGOs, which are supported by donors and subsidies, and are 

generally more successful at aiming at bringing the core poor out of poverty. They are 

generally smaller than commercial microfinance institutions and often offer other 

development programs in addition to microfinance. There are also hybrid MFIs like 

BRAC and the NABARD/SHG linkage program that aim to combine the financial self-

sustainability of commercial MFIs with the depth of outreach to the core poor achieved 

by nonprofit NGOs. Considering the pros and cons of commercial, nonprofit, and hybrid 

microfinance programs will be important for suggesting how Shakti’s microfinance 

programs can have a greater social impact.  

Conclusion 

Examining the historical and ideological development of microfinance in the 

context of development thinking over time illustrates how microfinance has gained the 

level of prevalence it has today. The idea behind microfinance is largely held up by 

neoclassical economic theory and supported by Western liberal feminism. In the 1970s 

and 1980s, these schools of thought met, giving rise to the Women in Development 

paradigm. WID integrated women into development programs on grounds of efficiency, 

and the Western feminist thought of the time supported this move by constructing work 

outside the home as the site of liberation or empowerment. Moreover, with the rise of 

neoliberal economic globalization and structural adjustment programs across the Global 

South during this time, unemployment ballooned and social services dwindled. In this 
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context, poor women were largely responsible for filling the gaps that structural 

adjustment left. When these initial shocks of structural adjustment did not subside, 

international financial institutions began to support microfinance programs abundantly; 

microfinance reinforced the idea that individuals could pull themselves out of poverty 

and thus absolved the state of its responsibility to provide a social safety net. Since poor 

women bore the brunt of this responsibility and were seen as efficient, dependable 

borrowers, they became the primary recipients of microfinance. Microfinance has thus 

become a widespread development activity around the world. Its prevalence and 

popularity have been fueled by neoliberal economic globalization and a romantic idea 

that merges the ideas of self-determination, entrepreneurship, Western feminism, and 

grassroots capitalist growth – all joined together as the panacea for alleviating poverty 

and empowering women. 

As I have illustrated, the increasingly commercial nature of microfinance is not 

designed with the needs and wants of most poor people in the Global South in mind and 

has largely not alleviated poverty or empowered women. Despite this fact, microfinance 

has garnered such popularity over time that an implicit assumption has developed in the 

popular sphere that putting money into a woman’s hands in the form of a loan will 

empower her to transcend structural barriers and poverty. As is clear from other research, 

evidence does not fully support this assumption; though some microfinance programs 

have successfully alleviated poverty and empowered women, many others have not. It is 

in this context that I turn to study the effectiveness of Shakti’s microfinance program. 

This background will facilitate our understanding of Shakti’s pitfalls and challenges. 

However, before addressing my case study, it is also necessary to review alternative 
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conceptualizations of poverty and empowerment. These challenges to the assumptions of 

mainstream microfinance and the ideological forces that engender its uncritical 

proliferation and touted success provide a new approach for understanding Shakti’s 

programs.  
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CHAPTER 2: 
ALTERNATIVE VISIONS OF POVERTY AND EMPOWERMENT 

I have illustrated how the mainstream development agenda in many ways is 

reflected in the mainstream microfinance agenda in order to show how these assumptions 

were in many ways implicit in Shakti’s microfinance programs. In this chapter, I discuss 

alternative approaches to understanding poverty and empowerment that can offer insights 

as to how Shakti’s microfinance programs, as well as development programs at large can 

be changed to be more “pro-poor;” this can be achieved by NGOs employing 

participatory approaches as a necessary means of allowing women to empower 

themselves. Defining empowerment and poverty is a broad and ambitious undertaking. 

With this consideration, I engage in a selective discussion of certain scholars’ ideas of 

these concepts in order to frame my analysis. This discussion will be informed primarily 

by Amartya Sen’s  (1999; 2000) ‘capabilities’ approach to poverty, and Naila Kabeer’s 

(1994) and Steven Lukes’ (1974) discussion of power and empowerment.  These 

scholars’ alternative conceptualizations of poverty and empowerment offer lenses 

through which I view these concepts in my analysis.  

As discussed in the previous chapter, in mainstream circles, poverty has been 

understood in a narrow, purely economic sense. The most common ways of approaching 

the measurement of poverty have been in terms of the international poverty line (at 

US$1.25) as well as the economic growth approach, holding that economic growth of a 

country will alleviate poverty naturally. Expanding this view gives us a broader 

understanding of the multidimensionality of poverty. A wider understanding takes into 

account constraints on living that cannot often by encompassed by looking solely at 
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income or consumption levels. Because this multidimensional understanding of poverty 

frames the analysis of the economic impact of the women’s participation in the SHGs it is 

important to explore it more fully.  

Poverty 

 Poverty “must be seen as the deprivation of basic capabilities rather than merely 

as lowness of incomes, which is the standard criterion of identification of poverty” (Sen 

1999, 87). Though Sen (1999) recognizes the importance of income as a component of 

poverty, he sees income as solely a means to purchase commodities, and commodities 

only important in the degree to which they allow a person to achieve something. 

Recognizing thus that poverty is a complex and multifaceted concept, Sen (1987) notes 

the challenge in achieving a measure of poverty that is both relevant, capturing the 

complexity of the issue, and practical, useful for a real assessment of living standards 

over time; hence, “relevance wants us to be ambitious, [but] usability urges restraint” 

(1987, 20). Sen argues that though low income and low capability can often correlate to 

indicate poverty, overall “the impact of income on capabilities is contingent and 

conditional” (1999, 88). These conditionalities include one’s gender and social roles 

within a family or community, ability, and age.  

 Though in mainstream economics poverty is often measured at the unit of the 

household, this approach does not capture the differential levels of poverty that various 

members of a household experience (Kabeer 1994; Sen 1999). Within a household, 

women generally experience poverty more harshly than their male counterparts. In South 

Asia, women often take up the brunt of a downward spiral of poverty, selling their own 

assets before men have to. Therefore, they are required to gain income in work that is 
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unstable, poorly paid, and allows little room for organization or rights on the job (Kabeer 

1994). On the other hand, when resources are scarce within a household, some members, 

like boys, are more likely to have access to more resources than girls (Sen 1999). It is 

clear that a focus on household-level poverty does not show the significant internal 

disparities that may exist; accordingly, targeting resources to only the male heads of 

household with the assumption that this will result in the welfare of other household 

members is flawed (Kabeer 1994).  

 Sen (1999) also points out that traditional measures of poverty do not take into 

account special conditions of individuals – conditions that require a higher than average 

income to achieve the same standard of living. For example, pure income measures do 

not capture the increased difficulties of functioning associated with disability, illness, or 

the fragility of old age (Sen 1999, 88). These examples illustrate how it can be difficult to 

convert income into an understanding of capability; an older, more disabled, or more 

seriously ill person would need more income to achieve the same functioning as a person 

without these conditions (Sen 1999, 88).  

 Also important to consider and not captured by general income measures that 

purport to measure poverty is relative deprivation; that is, being comparatively poor in a 

generally wealthy country can be difficult, even when one’s income is high in absolute 

standards across the world (Sen 1999, 90). Accordingly, depending on the wealth of a 

country, differential levels of absolute income are required to achieve the same 

capabilities.  

Moreover, seeing poverty only in terms of income deprivation to then justify 

spending on education, health care, and so on in order to raise income would be a 



 53 

“confounding of ends and means” (Sen 1999, 108). Indeed, levels of education and health 

care, as well as issues of unemployment and social exclusion should be variables that are 

included in poverty measures. A capabilities approach to poverty measurement includes 

these measures to give a more holistic idea of one’s poverty level.  

 Unlike the income-focused approach that most microfinance programs take, I use 

a capabilities approach in looking at the impact of the women’s involvement in the 

microfinance self-help groups. Because most mainstream microfinance programs assume 

that an increase in income results in a decrease in poverty, analyses of these programs are 

not fully indicative of whether microfinance recipients’ degree of poverty is being 

alleviated due to the income being generated or other factors. By using one-on-one 

interviews, this research develops a more in-depth account of women’s lives, allowing 

the study to approximate more closely a ‘capabilities’ approach to poverty analysis.  

Empowerment 

 As discussed in the previous chapter, many MFIs express a commitment to 

women’s empowerment as part of their goals. For many, it has become an implicit 

assumption that simply putting money into a woman’s hands will allow her to take charge 

of her own economic destiny and become “empowered.” Others have argued that through 

the vehicle of the microfinance group meeting, women gather collective strength and thus 

become empowered individually and as a group (Armendáriz and Murdoch 2007; Isserles 

2003; Ware Newaz cited in Houssain 2002; Yunus 2003). However, it has not often been 

investigated how this empowerment is achieved, or even what “empowerment” means; 

many scholars and practitioners tacitly assume that if women get together in groups with 

some frequency and are given microfinance loans, they will become empowered. 
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Investigating the complex meanings of empowerment gives us a broader understanding 

of this concept, and thus both how to measure and improve it within a program.  

 “Empowerment” is an overused word in development; it is one that has been 

taken from the grassroots to contribute to academic development thinking, but one that in 

many ways has been watered down such that it often holds little political meaning 

(Kabeer 1994, 223). In development programs and proposals, “empowerment” has often 

been used as a substitute word for “integration” or “participation,” which can be equally 

empty words; though these words might be used, in reality parameters and goals for a 

given development program might have been set elsewhere (Shetty 1991 cited in Kabeer 

1994, 223). “Empowerment” was not always a focus of development programs; before 

the advent of the WID paradigm there was a focus on the powerlessness of women, 

suggesting that women had no power to make change in their lives, when “in reality, 

even those who appear to have very little power are still able to resist, to subvert, and 

sometimes to transform the conditions of their lives” (Kabeer 1994, 224). Since the late 

twentieth century in development thinking, the focus has shifted “to the more processual 

aspects of power – empowerment and disempowerment” (Kabeer 1994, 224).  

 To understand the process of empowerment, it is first important to understand the 

concept of power. Lukes’ Power: A Radical View (1974 cited in Kabeer 1994) provides a 

conceptual framework for understanding different types of power, and which type of 

increase in power constitutes “empowerment.” Lukes draws differences between the 

“power to”, the “power over,” and the “power within.” The “power to” generally 

concerns issues over which there is an observable conflict, and “defines power as the 

capacity of an actor to affect the pattern of outcomes against the wishes of other actors” 
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(Kabeer 1994, 224) asking who has the power in the decision-making process. This view 

of power underpins much of the WID literature, in that it looks at individuals’ power in 

different situations, but does not approach power from a structural perspective.  

 A broader view of power would not only consider the outcome of certain 

decisions, but also consider the significance of the exclusion of certain issues from the 

decision-making agenda altogether (Giddens 1979, 90 cited in Kabeer 1994, 225). Non-

decision-making, as in an ability to keep certain issues off the agenda entirely, is also an 

exercise of power (Kabeer 1994, 225). This view of power can be seen part of what 

Lukes classifies as the “power over,” that is, the power within institutions including 

agenda setting that “systematically and routinely benefit certain individual and groups at 

the expense of others” (Bachrach and Baratz 1962 cited in Kabeer 1994, 225-226). This 

“power over” is well illustrated by the division of labor in the household; often, the 

degree of domestic responsibilities that women hold is institutionally engrained, such that 

they appear non-negotiable (Kabeer 1994, 226).  

 This “power over” is intimately related with what some feminist analyses of 

power have called “the power within” (Kabeer 1994, 227). The “power within” “entails 

the experiential recognition and analysis [of domination and gender inequality]. Such 

power cannot be given; it has to be self-generated” (Kabeer 1994, 229). This “power 

within” is one definition of empowerment that frames this analysis. However, “power 

within” is difficult to attain; gender asymmetries are sustained in social rules, norms, and 

values, appearing “so secure and well-established that both subordinate and dominant 

groups are unaware of their oppressive implications or incapable of imagining alternative 

ways of ‘being and doing’” (Kabeer 1994, 227). The status quo of male domination is 
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often ‘naturalized’ through strong ideological mechanisms, causing women to experience 

subordination “as inevitable and interpersonal” (Kabeer 1994, 253). It is not that 

individual women do not recognize their own interests; naturally, interests are formed 

from lived experience in the social world (Kabeer 1994, 228).  It is precisely restrictions 

on women’s life choices that limit their ability “to engage in the analytical process by 

which their structural, rather than individual, interests as a subordinated category come 

more clearly into view” (Kabeer 1994, 228).  

 Power, and thus empowerment, can be understood from a variety of vantage 

points, and as “more socially embedded than the conventional focus on individual 

decision-making would suggest” (Kabeer 1994, 229). Power is inherent both in terms of 

men’s greater ability to consume and distribute material resources in their favor, as well 

as in their structural agenda-setting power; these powers are often so embedded in social 

norms and rules that they “construct the illusion of consensus and complementarity” (p. 

229). Because power is constructed and sustained in a variety of dimensions, strategies 

for empowerment in development programs must focus on building “power within” in 

order to improve women’s ability “to control resources, to determine agendas and make 

decisions” (p. 229).  

 This “power within” is only one component of empowerment; its important 

counterpart is the “power to,” which implies “mobilization strategies by women around 

self-defined concerns and priorities” (Kabeer 1994, 256). Related is some scholars’ focus 

on the expressly communal aspect of the “power to,” or “power with,” which emphasizes 

the importance of social solidarity in action (Mayoux 1998; Mosedale 2005; Wallerstein 

2006 all cited in Kim et al. 2007). Strategies for empowerment, if encouraged by 
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development programs, must then give women space and resources to develop the 

“power within,” and accordingly the “power to” take action to improve their collective 

position. If development organizations set agendas for action, they ultimately substitute 

themselves as the change agents for those they are seeking to “empower,” and necessarily 

eliminate the possibilities for true empowerment (Kabeer 1994, 256).  

 How can NGOs operationalize this dual understanding of empowerment, to 

encourage the “power within” and the “power to” without setting their own agendas? A 

first step to instituting this approach is to alter hierarchies of knowledge that generally 

privilege positivist knowledge over knowledge gathered by local, experimental means 

(Kabeer 1994, 72).  Most development data is collected using a reductive approach that 

“assumes complexities of nature and society can be broken down into constituent 

components”  (Kabeer 1994, 72). Accordingly, objectivity is considered essential in the 

data-collection approach, such that “knowledge is only considered valid when it is 

undertaken in a value-free and disinterested fashion” (Kabeer 1994, 72). If data collection 

that determines program operations and funding does not take into account poor women’s 

lived experiences, it is not surprising that many development programs are not driven by 

these women’s self-defined interests, and thus are not successful in encouraging 

empowerment. This positivist approach to data collection downplays the validity of 

women’s self-described experiences as data.  

In order for these programs to change to focus on true women’s empowerment, a 

space must be created “for women’s own voices to be heard, either through participatory 

processes of needs identification or else by organizational practices that encourage 
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participation in shaping and changing the decisionable agenda” (Kabeer 1994, 230) of the 

NGO.  

Viewing empowerment as the processual action of gaining different types of 

power – within, with, and to – allows us to gain a more nuanced view of empowerment. 

This more multifaceted view of empowerment, coupled with a capabilities-focused 

understanding of poverty, frame the methodology of my analysis.  
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CHAPTER 3:  
METHODS 

 In April 2011 I conducted separate interviews with 24 women who were 

participating in microfinance self help groups organized by Shakti. These women were in 

eight separate self help groups in various small villages in the state of Rajasthan, India. 

An analysis of the content of these interviews forms the bulk of the qualitative data of 

this thesis. Supplemental to this data are my own observations of the NGO’s workings as 

a volunteer intern for two months. I also collected and refer to Shakti’s files of the eight 

groups’ financial profiles, which indicate what they deemed important to measure in the 

microfinance program. Lastly, I use the responses of the individuals as to their income 

over time to undertake a short quantitative analysis.  

 I began volunteering full time at Shakti in March 2011 through the connection of 

my study abroad program, Minnesota Studies in International Development (MSID), 

based in the city of Jaipur, Rajasthan. The MSID program was designed such that I 

studied in a classroom setting for half of the semester and had a fieldwork experience for 

the other half. For the fieldwork placement I set out with the intention of finding an NGO 

that would find it useful for their program monitoring and analysis for me to complete 

research on their microfinance programs; I wanted to make this research a partnership, 

useful for Shakti’s programs, and ultimately the participants’ lives, and also be a good 

research and learning experience for me. After I met with the head of the microfinance 

program at Shakti in March 2010, it seemed that working with them would result in this 

kind of partnership, so we decided to move forward.  
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 For the month of March 2011 I mostly observed the day-to-day workings at 

Shakti, attending SHG meetings and trainings for new groups. This period allowed me to 

get to know coworkers and with their guidance and advice, design the research in a way 

that made sense given our goals and limitations.  

 I collected data in a variety of ways. Part of the quantitative data I originally 

planned to use in this thesis I collected from Shakti’s computer database of SHGs. From 

this database I gathered each of the eight groups’ savings, loans, and in some cases 

recurring deposit portfolios that were recorded in excel documents. This also gave me 

information on the interest rate used on loans, a uniform 18 per cent. I did not perform a 

quantitative analysis of this data because it inherently did not provide sufficient 

information on economic status or empowerment. However, having this data was useful 

because it illustrated what data Shakti thought it useful to collect; thus, I analyze this 

descriptively.  

 Most of the quantitative and qualitative data I used in my analysis come from the 

twenty-four interviews I conducted with twenty-four group members from eight different 

SHGs, three interviews from each of the eight groups. I made contact with all of these 

groups through the branch manager at the village office and my interpreter, who was a 

young female co-worker I will call Ritu. I worked with both to make a plan for visits to 

the eight separate SHGs. These eight were chosen based on which SHGs already had 

scheduled meetings in the approximate week I had available to complete the interviews 

after I gained approval from the IRB. Various factors limited the choices available of 

groups to study. First, Shakti’s SHGs only meet formally with a field worker once a 

month. Second, I could only be in the field for two months. Third, it was necessary for 
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me to be accompanied to the group meetings by one particular field worker from the 

village office. Although my sample was restricted by these conditions, the eight cases are 

representative of the overall sample in terms of the typical size of these groups and their 

rural character. 

 The group meetings and interviews went as follows. The branch manager, the one 

field worker, Ritu and I would travel to the different villages on motorcycles through 

dusty, desert dirt roads. In these villages, that generally had little to no vehicle traffic, the 

arrival of two motorcycles loudly picking up the reddish dust and gravel while rolling 

into town was at times something of a spectacle. Compared to the bustle of the city, these 

were quiet villages; usually when we arrived in the afternoon, the streets were empty. 

Many community members were out at this time, working the fields in the sun. 

Agriculture and tending to livestock were the main sources of livelihoods for the people 

in these communities. If not working in the fields, people could be found tending to 

corner shops or inside their homes, taking refuge from the sun and drinking successive 

cups of chai, spiced tea.  

 That a foreigner, me, was on the back of one of these motorcycles created often 

even more of a spectacle, which is important to note for this research because I perceived 

that my presence at times had an altering effect on the regular functioning of meetings. 

Many times, as I dismounted the motorcycle and removed the scarf covering my face to 

keep out the dust, some people in the immediate surroundings would nudge and whisper 

to each other while looking and pointing at me. Others, would come up and warmly greet 

me and start to ask questions, or in the case of children, just approach me and stand there 

blankly staring. As we walked toward the SHG’s meeting place, usually some people 
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would trail behind us, or a curious person or two would talk to me as we walked, asking 

me who I was, and be amused by my limited, accented Hindi.  

 When we arrived usually the SHG members were in their meeting place sitting in 

a circle, chatting – in a family home on a concrete or dirt floor, outside on a tarp, under a 

shady tree, or inside a vacant one-room schoolhouse. Usually they would stop talking as 

we entered the room, and everyone exchanged the respectful greeting of namaskar or 

namaste with the palms flatly clasped together at the heart. Often the people that had 

followed us from the motorcycles hovered in the doorway or peeked in the windows, 

which was at times distracting for the meetings. Sometimes the SHG members absolutely 

insisted that we sit on chairs or on an elevated cot in the circle, and other times we would 

be able to sit on the ground with them.  

The meetings I attended were generally informal in nature. The field worker 

would begin by introducing himself, after which the rest of the three of us introduced 

ourselves. In what Hindi I spoke, I thanked them for welcoming me and explained that I 

was a student from the US doing research on SHGs and microfinance, and that I was 

talking with women in Shakti’s SHGs to learn about their experiences. We then would 

explain more in detail how the goal of the research was to talk to many SHG members so 

that the women’s experiences in the SHG could inform improvements to Shakti’s 

programs. We would then ask if they had any questions. Afterwards, the field worker and 

I would explain the consent form to the group. It was translated into Hindi, but all of the 

women I interviewed were illiterate. Discussing the consent form in a group setting 

offered a less intimidating atmosphere than a one-on-one setting and a better environment 

for people to ask questions. 
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 After this, and after answering any questions the members had, I chose SHG 

members to ask for an interview at random. I did this by writing down in the order in 

which they were sitting short descriptions of each woman’s sari (the traditional dress), 

which were always unique from one another. Next, I divided the number of members 

present by three, the number of interviews I hoped to get from each SHG. For example, if 

there were six members present I would ask every second member in the order they were 

sitting down. I chose the initial person to ask randomly by closing my eyes and randomly 

pointing to a description of a sari, and then counting off accordingly from there.  

 After I had the descriptions of the people I wanted to ask for an interview, I asked 

the first person if she would be willing. If she said yes, then she, Ritu and I went away 

from the group to a place where the interview could be confidential. This was usually 

another room in a house, or if there was no other room in the house or we were outside, 

somewhere far enough away that no one could hear us.  

 When we arrived at this spot, Ritu and I asked if she had any questions, reiterated 

the explanation of the consent form and if she consented to the interview, proceeded with 

the questions. The questions were as follows: 

1. What was your income before joining the SHG?  
2. What is your current income?  
3. If you are making more money since you joined the SHG, what has allowed you to do so? 
4. How do you use your income generally? 
5. How long have you participated in the SHG? 
6. Why did you choose to join the SHG? What did you hope to gain from participation in 

the group? 
7. Do you think you have changed since you joined the SHG? If so, how? 

 
I asked each question in English, after which Ritu would interpret in Hindi. We focused 

on asking these questions specifically, only asking follow-up questions for clarification.  
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 The precision of the interview transcript was limited by a few factors. Firstly, I 

was not able to record the interviews; my Shakti coworkers said that using a voice 

recorder could intimidate the SHG members. Thus, wanting to create a comfortable 

environment for the women I interviewed, I did not use one. Had this been a possibility I 

could have been able to revisit the interviews with Ritu and others to get a more precise 

translation. Secondly, Ritu did not have experience as an interpreter, so at times 

translations were not as precise as they could have been had I had an interpreter with 

more experience. For the purposes of accuracy I wrote down verbatim what Ritu verbally 

translated during the interview, so her phrasing is left intact on the interview transcript.  

 The interviews and group dynamics at the SHG meetings were impacted by my 

own positionality. It can be inferred that how the SHG members perceived me affected 

how they answered the interview questions in various ways. Though I was not formally 

affiliated with Shakti, I can assume that some were afraid of giving the “wrong” answer 

to some of the questions, for the fear that it would get them in trouble with the NGO and 

cause them to lose their place in the group or their access to the financial services. For 

example, answering the question “How do you use your income generally?” interviewees 

might have been hesitant to tell the truth about saving up for dowries or paying back a 

moneylender from whom they borrowed money with their microfinance loan, both 

widespread practices for which Shakti might have looked down upon them. If women 

who took out loans were using the money to pay for weddings, or giving it to their 

husbands, they might have thought that Shakti would chastise them for that as well. It is 

possible that some women I interviewed did not disclose this type of information in fear 
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of some kind of punishment. I can infer that some of this truth was lost in the women 

perceiving my and Ritu’s affiliation with Shakti.  

 The women I interviewed would have been even less likely to disclose certain 

information to me not only because I was perceived to be formally affiliated with Shakti, 

but also because I was an outsider in many dimensions to the community. As such, my 

positionality as a white, foreign, young woman was indisputably an important part of this 

research. I perhaps appeared intimidating to some of the women I interviewed, many of 

whom had never interacted with a foreigner before. Many rightfully inquired about my 

motives and asked my story, causing me to further question myself. My intent was 

always to fuel this self-questioning into this methodology, conducting this research in as 

thoughtful and compassionate a way as possible. Though my intention was to work in a 

partnership with Shakti to make positive change, I realized as my time there went on that 

partnering with this NGO did not necessarily mean partnering with the people. 

Unfortunately, as I came to this realization and other challenges presented themselves, it 

became clear that conducting this research completely in the way I would have liked 

would have been impossible given several limitations.  

 One notable limitation was that I did not have the opportunity to live in any of the 

communities where the SHGs were located, nor spend any significant time there. My 

ability to go to the SHGs’ villages was limited by the Shakti workers’ workday (9 am – 6 

pm) and other reasons. One, many of the villages were remote and could not be reached 

by bus, so I had to get there by car or motorcycle with a Shakti worker. Secondly, I was 

advised to not take buses alone because I was not familiar with the area or fluent in the 

language, and more importantly a woman, and thus could not be out past dark. Also 
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because I am a young woman, I would not have been able to live in the community. For 

safety reasons, my study abroad program would have disallowed it. Moreover, it would 

be at odds with cultural norms, since most people in the villages live with their extended 

families. Also, most of the families were very poor and would not have been able to host 

me for financial reasons, even if they wanted to. Unfortunately, with these limitations it 

was difficult to build any sustaining relationships with the women I interviewed. This 

situation colored my research greatly. In retrospect, I would have liked to approach this 

research using a participatory action framework, building relationships with SHG 

members and working with them to make the program more accountable to them. Given 

the limitations I already noted, this was not possible to achieve. 

 This said, my position as a white foreign person also gave me indisputable power 

and privilege in this research. Assumingly because I was foreign and white, some people 

automatically thought I was wealthy and important, someone to whom they were obliged 

to give their attention. When I arrived at one village, for example, one woman who saw 

me immediately starting running through the village telling people I was there to pass out 

money and food. As we arrived at the SHG meeting some people who had heard the news 

came to the meeting site to ask me for their portion. Though these dynamics did not play 

themselves out everywhere so plainly, it was clear that they were present and had an 

impact on this research.  

In a different way, my position as young woman had notable impacts on this 

research in various ways. Being a woman gave me access to confidential spaces for 

interviews, space I perhaps would not have had access to as a man; a man going off alone 

with a woman for an interview would perhaps have been unacceptable. Though being a 
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woman limited the scope of this research, it also affected it in an important way.  As I 

stated previously, because I am a woman I could not live in the communities where I was 

conducting this research, or travel to them alone without supervision. Also because I was 

a young woman, I was sexually harassed by the Shakti field officers in the village office 

where I was working. This experience affected my research in important ways.  As I 

mentioned previously, only one individual out of the several male fieldworkers in the 

village office could accompany me to do the interviews, because all of the others except 

for this one participated in this harassment. After this experience it was unsafe and 

uncomfortable for me to be in the presence of these other fieldworkers. Moreover, after 

the harassment escalated and was brought to the attention of the NGO’s director, one was 

fired and others not allowed in the office for the duration of my time there.  

At first, intentionally and constantly self-conscious of my position as a privileged 

outsider while I was in India, I was hesitant to describe how this could have negatively 

impacted this research in any way. However, I inevitably carried with me my negative 

experiences at Shakti while approaching my research and making observations; my 

frustrations, challenges, and negative experiences as a young woman living in Rajasthan, 

albeit one with a lot of foreign white privilege, were an inevitable lens through which I 

thought about issues of power and empowerment while conducting this research. 

 Another notable limitation of this research was my incomplete knowledge of the 

culture and language. If I were to do this research again, I would live in Rajasthan for a 

year before conducting it and become conversationally fluent in Hindi. Though I read a 

lot about Rajasthan and India before and during my stay there, and actively immersed 

myself in the language and culture for four months before doing this research, it is 
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inevitable that I did not grasp everything fully because I did not understand all the 

cultural and social norms and was not fluent in the language. However, in my analysis I 

try to note instances where my position in this sense was particularly important.  

 My qualitative analysis of the interviews is thus supplemented by my own 

analysis of observations made while working at Shakti and in Rajasthan in general. I 

performed qualitative coding of the interviews using HyperRESEARCH, which allowed 

me to organize the themes of responses. I also used Excel and SAS to run basic statistics 

of quantitative data I gathered from the interviews, largely about the women’s income. 

With this methodology outlined, I move into my analysis.  
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CHAPTER 4:  
ANALYSIS 

Introduction and Background 

 In previous chapters, I illustrated how mainstream microfinance developed and 

noted that in mainstream development circles it is understood as a force for alleviating 

poverty and empowering women. I explained alternative ways in which we can view 

poverty (and thus poverty alleviation) as well as a more complex concept of 

empowerment. Additionally, I explained how I carried out my research. In this chapter, I 

first offer an explanation of the context in which my interviews took place, addressing the 

economic and social conditions in Rajasthan as well as Shakti’s goals and organization. I 

use the alternative concepts of poverty and empowerment in order to analyze the 

interviews I conducted with women in rural Rajasthan. The conversations I had with 

these women are telling of their experiences in the SHGs, allowing me to study the 

impact – or lack thereof - of their participation in the SHGs on their economic status and 

social empowerment. I also draw upon my own observations of Shakti’s and the SHGs’ 

functioning to contribute to this analysis. 

Rajasthan Background 

 Before delving into an analysis of the impact of the women’s participation in the 

SHGs on economic status and social empowerment, it is important to give some 

background information about Rajasthan as a region. This will provide a useful 

foundation from which to understand the context in which Shakti works, and women’s 

experiences in SHGs in rural Rajasthan.  

 Rajasthan is among the least developed states in India, with a harsh geographical 

landscape and low human development measures, especially amongst women. More than 
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61 percent of the state’s total area is classified as arid or semi-arid, and accordingly, it is 

often wrought with drought (Planning Commission – Government of India 2006, 11). 

Still, the majority of the economy is rural and agricultural, with output depending almost 

entirely (70 per cent) on rainfall; agriculture is dependent on the monsoon season, which 

generally takes on a short and erratic nature (Planning Commission – Government of 

India 2006, 30). Animal husbandry is also a primary occupation in the economy of 

Rajasthan; the state has the largest population of cattle, sheep, and camels in the entire 

country (Planning Commission – Government of India 2006, 30).  

 While India itself is among the lowest ranking countries in the world in terms of 

Human Development Index (HDI)2, the state of Rajasthan has amongst the lowest HDI of 

all of the states in India. In 2007, India ranked 127th out of 177 countries in terms of HDI. 

The most recent state data in India comes from the 2001 census, in which Rajasthan was 

ranked nine out of 15 states in India (Rajasthan Planning Department Annual Report 

2008-2009, 27.1). Women generally experience this low human development most 

acutely in several spheres of their lives. Women who work do so in poorer conditions 

than men and face routine discrimination and harassment. In Rajasthan, women make up 

almost 90 per cent of the total amount of people working in casual or marginal 

employment – meaning work that offers little security or protections against 

discrimination (Planning Commission – Government of India 2006, 257). Most of the 

women I interviewed who worked outside the home worked in the informal sector. In 

contrast, the total employment of women in what is called the organized sector is less 

than 4 per cent (Planning Commission – Government of India 2006, 259). In addition to 

                                                
2 The HDI is a composite index that equally weighs per capita income, education level, and life expectancy.   
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working outside the home, working women in Rajasthan are generally expected to 

complete domestic chores as well; if they begin to do paid work, generally children, girls, 

will take up chores like fetching water, collecting fuel wood and fodder, and tending to 

livestock (Planning Commission – Government of India 2006, 259). Often, this can 

contribute to the perpetuation of low literacy and education levels for women, as the 

education of girls takes a backseat to the priority of maintaining the domestic sphere.  

 In Rajasthan, the female literacy rate was 44.34% in the 2001 census (Mathur 

2004, 18). The young average marriage age of women in Rajasthan coupled with their 

low literacy rates contribute to a norm of female seclusion (Mathur 2004). The average 

woman in Rajasthan is 15.1 years old when she gets married, and begins cohabitation at 

16.2 years old (Planning Commission – Government of India 2006, 258). Though the 

legal age of marriage is 18, more than 68 per cent of women in the state marry before 

they turn 18 (Planning Commission – Government of India 2006, 258). When a woman 

gets married and moves in with her husband’s family, in Rajasthan the practice of purdah 

is common, a custom which emerged in the medieval period in both Muslim and Hindu 

communities (Mathur 2004). Purdah practices vary in South Asia and the Arab world, so 

it is important to qualify that this is specific to Northern India. In Northern India, other 

than defining practices for women for covering skin and masking the female figure, 

purdah defines a strict social distance between men and women, establishes a gendered 

hierarchy in the family that discourages women from expressing themselves in the 

presence of men and elders, and generally strictly limits women’s roles in the public 

sphere (Mathur 2004). Mathur argues that in childhood and adolescence, especially rural 

girls’ lives are shaped by the purdah they will adhere to as women. For example, if a 
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family is following purdah women only stay in the private domestic sphere, so with this 

consideration, a family is more likely to send a boy than a girl to school because he is 

more likely to enter the former labor market and employ these skills learned in school to 

make money. Though women who work outside the home would break strict rules of 

purdah that restrict them inside the home, this social practice often informs the rest of 

their interactions outside the home, limiting them to their workplace.  

 Rajasthan is a state in India that suffers from drought and exhibits low levels of 

human development, especially amongst women. In the interviews I conducted with 

women in the SHGs, both of these characteristics were clear.  

Shakti Background 

 With a background of Rajasthan, we can now see the cultural and geographical 

context in which Shakti works. An overview of Shakti as an NGO as well as its 

microfinance program specifically offers the necessary foundation to analyze the 

successes and pitfalls of their microfinance program.  

Shakti is a non-profit, non-governmental organization based in Rajasthan, India. It 

was formed in 1981 in response to floods that struck the Jaipur district of Rajasthan. 

Since then, the organization has grown substantially in both geographical and 

institutional scope, and now works in many areas around Rajasthan as well as in some 

selected areas in neighboring states. Currently, there are initiatives and offices in seven 

different districts of Rajasthan.  

Shakti is a large organization that undertakes many activities. Its mission is to: 

Build the capacities of Shakti's partner communities – scheduled castes and 
tribes, small and marginal farmers, the landless, and deprived women and 
children – in order to ensure that they are able to take action independently and 
effectively to secure their rights for long term well being. 
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To achieve these aims, Shakti focuses on three major themes, including livelihood 

security, economic justice, and basic rights. In the past years in the area of livelihood 

security the NGO has undertaken some key activities. They have worked to identify cases 

to maintain land rights for poor farmers. Additionally, they have conducted capacity-

building programs centered around crop and livestock maintenance, including 

information about insurance programs. Shakti also successfully lobbied the Rajasthan 

state government to declare 26 districts as drought-affected areas, facilitating these 

communities' demands for fodder, water, and food grains from the state government. 

Additionally, Shakti conducted a baseline survey on credit and insurance in Rajasthan to 

assess the financial needs of the communities, as well as held financial literacy panels for 

women from rural areas.  

 Shakti also focuses its efforts on economic justice, which the organization states 

“aims to demand justice from economic development through ensuring equitable benefit 

sharing, participation in decision making, assertion of basic human rights... and 

government accountability... for the impacts of its decisions.” In this area, Shakti has 

organized with various other NGOs to urge the government not to enter into any free 

trade agreement that would not be in the interest of local small farmers. Additionally, 

they have met with farmers to explore the possibility of declaring certain agricultural 

areas as Special Economic Zones (SEZs). However, Shakti’s main focus in this area has 

been climate change, around which they have organized many public forums and begun 

to conduct a survey on how small farmers are affected by climate change.  

The last thematic area in which Shakti works is what they entitle “basic rights,” in 

which they have worked on several initiatives concerning child rights, health, and gender 



 74 

equality. In the area of child rights they have organized around teacher attendance issues 

and insuring children receive the mid-day meal. In the area of health, Shakti has 

promoted a salt iodization program with salt producers in Rajasthan and established a 

community center to provide medication to people living with HIV/AIDS. Lastly, 

Shakti’s SHG microfinance program is subsumed under this thematic area, which they 

label as an initiative in the area of gender equality.  

  Shakti’s SHG microfinance program was founded as a part of the Indian federal 

government's SHG-NABARD (The National Bank for Agricultural and Rural 

Development) Linkage Program. The goal of this program is to link the capital and 

institutional resources of NABARD to women's self help groups in rural areas with the 

help of NGOs (Bansal 2003). As discussed previously, this program began in 1992 as a 

small pilot, linking approximately 500 SHGs with branches of six citizen banks through 

the aid of a handful of NGOs (Harper 2002). As of 2005, the SHG-NABARD linkage 

program was reported to be providing microfinance services to women in 1.1 million 

SHGs throughout India (Dasgupta 2005). Within the program, the NGOs serve as 

intermediaries between the social structure of the SHG and the institutional structure of 

NABARD. The banks themselves are not connected to populations that would be in 

SHGs nor do they have experience working with these populations. However, these 

banks are legally and institutionally able to mobilize deposits and make loans. Therefore, 

NABARD uses the structure of the NGO sector that does have connections to these 

populations to efficiently channel their resources to the poor (Harper 2003).  

  On the ground level, the program works as follows. First, the NGO spreads the 

word throughout its area about the program and facilitates the creation of SHGs. These 
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nascent SHGs then save collectively for six months before being allowed to take out 

loans. An NGO worker goes to the SHG meeting once a month to collect deposits, which 

are then stored in community banks. After six months, this money (and interest) can be 

dispersed to the group or individuals in the group in loan form. Individuals are not 

obligated to take out loans, and can continue to use the group only as a means for saving. 

If individuals who do take loans establish a good repayment rating they can also open 

individual credit accounts through the bank-linked NGO (Bansal 2003). Shakti’s program 

was founded in 2001 with help from NABARD, but now receives funds for the 

program’s continuation from Rashtriya Mahila Kosh (The Ministry of Women and Child 

Development) and the Small Industries Development Bank of India (SIDBI). 

 This background information illustrates that Shakti is a large NGO in institutional 

and geographical scope, undertaking several different types of programs in many areas 

around Rajasthan and parts of other neighboring states. Shakti’s SHG microfinance 

program is just one small part of the NGO’s programming. This will be an important 

consideration to make when I discuss the broad challenges that Shakti faces, its 

microfinance program’s challenges, and actionable improvements that it can make.   

The Case Study 

With this background in mind, I now begin a discussion of the research I 

conducted in Rajasthan, beginning with an analysis of the intentions of various actors for 

the SHGs, followed by an analysis of the impact of the program on women’s economic 

status and social empowerment.  
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Intentions of SHG Participation 

Given the background of Shakti’s microfinance program, it is interesting to 

explore the expectations and goals of the various actors involved in the program. We can 

compare these actors’ vantage points and expectations to the outcomes from the women’s 

participation, and this comparison opens the way for suggested improvements for the 

program. There are a few groups of key actors who have an impact on the SHG program, 

and therefore their roles are necessary to explore. These actors include the members of 

the SHGs themselves, and the various actors within the NGO divided into two tiers: the 

top leadership or management, based in the Jaipur office, and the field workers, based in 

the rural village office.  

The top leadership of Shakti stated to me that their primary goal in administering 

the SHG microfinance program was the empowerment of women; they claimed that the 

institution saw the financial services that the SHG structures provided as secondary to 

this main goal. After I finished my field research, I shared my initial observations from 

the interviews with the senior leadership, telling them that few of the women stated they 

had been changed or empowered by their participation, and that most wanted to join 

because of the financial services the SHG offered. When I shared these preliminary 

results the senior staff became quite defensive, expressing almost an unwillingness to 

believe that the SHGs were not having the empowering effect they thought they were.  

Some of the field workers on the ground in the village office presumably saw the 

goal of the program differently. My interviews with two separate women elucidated that 

the field officers’ view of the programs often shined through in their interactions with the 

SHG members, encouraging them to join the groups so they could make a profit.  
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The other people told me to join so I joined. (Why?) I didn’t ask why. The earlier 
bank manager told me to join. 
 
[I joined the SHG because] they told me to join so I did. (Why?) I don’t know, I 
just joined. (Who told you?) The field officer. The field officer told us that if we 
joined we can make a profit and collectively save for the future so I just joined 
the SHG.  
 

These women’s responses indicate that the field workers often encouraged them to join, 

but on the basis of making money. Interestingly, the first woman says that the bank 

manager told her to join; in this SHG program, there are no people affiliated with any 

bank involved in the provision of the microfinance services – they are all NGO workers. 

The fact that she perceived one of the NGO workers as a bank manager rather than a field 

worker suggests that she viewed him mostly as a purveyor of financial services. As such, 

we can assume that his encouragement to her to join the group was probably of a 

financial nature. The second quote indicates more explicitly that the field worker 

encouraged her to join the SHG because of the financial incentives it could offer her.  

 On one hand, one could interpret these interactions to say that the field workers 

enticed the women to join for the economic opportunities, while knowing that the 

underlying goal of the program was to offer a space for women to empower themselves. 

However, there are several reasons why it is more likely that the field workers themselves 

saw the program as more of a provider of financial services rather than a social program. 

One, the very financial nature of the meetings and SHG structure, as reinforced by the 

leadership of the field workers, indicates that they saw their position more as financial. 

Secondly, also as I will elucidate more later, much of the behavioral conduct of the field 

workers with me (as a de facto member of the NGO staff) and the women in the SHGs 

indicated that they were not committed, or at least not cognizant, of the kinds of 

interactions and spaces that needed to be created for the process of empowerment to 
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occur. It is significant that the senior leadership’s intentions for this program did not align 

with those of the field workers, whose job it was to facilitate the program on the ground. 

As I illustrate, this disconnect can be part of the explanation for why the participation of 

the women in these SHGs resulted in limited social empowerment, instead acting more as 

an informal bank with limited success.  

 In accordance with the field workers, the primary reasons that the women 

themselves stated for joining the SHG was for financial opportunities the structure 

offered. Nineteen out of the 24 women I interviewed stated that the savings opportunities 

that the SHG offered were a reason for them to join. For one third of the women I 

interviewed, the ability to get a loan enticed them to join the SHG. Four plainly stated 

that their reason for joining the SHG was for profit, in whichever way they could attain it. 

In fact, out of all the women I talked to, only one stated non-financial reasons for joining 

the SHG; all the others were incentivized financially. This exception was an outlier in the 

group: the only literate SHG member I talked to, who had a bachelor’s degree as well as 

an additional certificate diploma. She did not work outside the home, but her husband did 

on a government project, making 5000-6000 rupees a month – quite a steady, middle 

class income, especially for the rural area in which she lived. She joined the SHG in order 

to help people. She said (and I followed up with questions noted in parentheses): 

I joined the SHG because I want to do something. (What do you want to do?) If I 
go somewhere I can also make another SHG and guide them on how to work 
together and show them what are the benefits of joining the SHG.  
 
Thus, the only person who stated non-financial reasons for participating in the 

SHG was a middle class woman with an advanced formal education whose goal was to 

help others. This is significant because it is likely that her higher education gave her the 

ability to think analytically about inequalities in her community and how she could act to 
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alleviate them; moreover, her comfortable financial status and time not working allowed 

her to devote her time to doing so. On the other hand, most of the other women I talked to 

were less financially stable, less formally educated, and had to work outside the home to 

make a living, and therefore were perhaps less able to take the same type of action.  

So, with one exception, the women’s goal in joining the SHG was to access the 

financial services it offered. Again, it could be argued that this outcome is only natural; 

the NGO’s goal could be to entice the women to become involved with the financial 

incentive and through this structure make some kind of social impact. Still, the stark 

contrast between the senior leadership’s goal of the SHGs achieving social 

empowerment, and borderline incredulity that they were not achieving this, compared 

with the markedly more financial focus of both the field workers and the women who 

were actually participating in the SHGs is significant. The disconnect in the intentions of 

these three groups offers a useful starting point from which to analyze the impact of the 

women’s participation on economic status and social empowerment. From the beginning, 

there was a disconnect between these actors’ intentions and actions; it is therefore not a 

surprise that the impact seen was not substantial.   

Economic Status 
 

Given that microfinance programs seek to improve the economic status of women 

and that this is one of SHGs’ central goals, it is necessary to analyze the impact the SHGs 

had on women’s economic status. In order to conduct this analysis, I undertake a 

capabilities-centered approach (Sen 1999). In this analysis I do not purport to measure 

poverty per se, because to achieve a comprehensive evaluation would have required more 

in depth interviews and ethnographic research that I did not have the ability to conduct. 
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Thus, I measure what I call economic status using a capabilities approach, looking at the 

women’s income, savings, and access to financial services, and moreover what if any 

changes in capabilities changed with an analysis of these components of their lives.  

This analysis breaks from Shatki’s self-evaluation of their microfinance groups. 

The only records that Shakti kept of the progress of the SHGs were balance sheets, which 

detailed the amount of money that came in and out of the SHGs in the form of loans, 

savings, and recurring deposit savings. This data did not speak to any change in the 

women’s financial status; as this analysis shows, even if women were taking out loans 

and saving on a regular basis, their economic status was not necessarily improving.  

Income 

One vital component of economic status is women’s income. In the 24 interviews 

I conducted, I asked about the women’s income before they joined the SHG 

(variable=BEFORE) as well as their current income (variable=AFTER). When I asked 

these questions of each of the interviewees, if she could state the amount she would 

generally expand upon this answer, telling me what kind of work she did to earn income, 

as well as whether her participation in the SHG changed her income source or the amount 

of income she earned. For example, a few interviewees reported that they used their loan 

money or savings to invest in a new business, which would change what sort of work 

they did from BEFORE to AFTER. The two out of the twenty-four for whom the SHG 

had a direct impact on changing their income source had purchased a goat or buffalo with 

money they saved or borrowed through the SHG structure. Using this animal, they 

produced dairy products to sell.  
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 A quantitative analysis of the income data shows that for the majority of the SHG 

participants, their participation did not have a significant positive impact on their income.  

I was able to collect 17 clear measures of income data for BEFORE and 16 clear 

measures of AFTER. The collection of this data was limited for various reasons. The vast 

majority of the women I interviewed had very low incomes, and before the SHG 

presumably did not have any access to financial services. Moreover, even if their family 

had experience handling money, as women it is unlikely that they ever did. Most women 

I interviewed lived hand-to-mouth, spending all of their income, except maybe 100 or 

200 rupees in savings, on their daily basic expenses for their families; these included 

food, healthcare, and their children’s education. Moreover, many of the women whom I 

interviewed had fluctuating incomes over varying time periods, which made it difficult 

for them to state their average income. Out of the 17 women who reported working 

outside of the home, three mentioned that they had inconsistent work conditions, and four 

mentioned that their income amount depended on the harvest conditions. This volatile 

work environment made it difficult for some of the respondents to give an exact measure 

of their income before the SHG and since their participation in the SHG. In most cases, 

this volatile work environment did not have to do with the SHG itself, but just the nature 

of their environment and their work. One woman said: 

Earlier I was doing harvesting but harvesting is not much because there hasn't 
been rain for 15 years, so there's not water, and income is also less.  
 

She stated making less money than before because of the harvest conditions, and so 

started to pick up other work through NREGA, the Mahatma Gandhi National Rural 

Employment Guarantee Act, a federal program instituted in 2005 through the Indian 
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Ministry of Rural Development.3 Its goal, according to the government is to “enhanc[e] 

the livelihood security of people in rural areas by guaranteeing [a] hundred days of wage-

employment in a financial year to rural household whose adult members volunteer to do 

unskilled manual work.” Since this program only guarantees 100 days of work, it is not a 

steady source of employment. Most of the women I interviewed who did work outside 

the home engaged in work that was not steady over a year’s time. Eight out of seventeen 

did harvesting work, which was seasonal and depended on the rains. This created income 

instability. As one woman put it: 

[My income] depends on the rain, but I don’t have my own land. We are poor 
people; we don’t have our own land. 
 
Thus, it is clear why under these volatile conditions it was often difficult for 

women to self-report their income; often they didn’t know what it was in one year or 

even what it was currently, because it could even depend on the day. Also, all but one 

woman I interviewed was illiterate, and therefore presumably did not keep written, 

personal record of their income or expenses over time. These factors contributed to 

limiting the ability of some of the women I interviewed to self-report their own income.  

However, I did have several income measures with which to work. But, 

depending on the type of work each of the respondents did, they would report their 

income in terms of different time periods. For example, all of the women who did 

harvesting work reported their income in terms of six months, as this was one harvesting 

period. Others who did bricklaying work or did other hard labor work through NREGA 

or otherwise would get paid at the end of a workday, so would report their income at a 

                                                
3 Ministry of Rural Development – Government of India. “The Mahatma Gandhi Rural Employment 
Guarantee Act,” Government of India, http://nrega.nic.in/netnrega/home.aspx (accessed March 15, 2012).  
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daily rate. Therefore, in order to analyze all of the data on the same terms to put into 

SAS, in Microsoft Excel I made all of the income measures on monthly terms: dividing 

the self-reported 6-month income by six, and multiplying the daily income by 26 

(assuming that people work 26 days out of a 30-day month, because the typical Indian 

work week is six days). Achieving this uniformity allowed me to analyze the differences 

in income using the same variable and length of time.  

Measured in the aggregate, the mean incomes of BEFORE and AFTER were 

generally the same. Before joining the SHG, the mean income of 17 participants who had 

income before joining the SHG was INR 3568 (or about US$70) a month and the median 

was INR 2500 (US$50). After joining the SHG, the mean income of 18 participants who 

reported their income was INR 3818 (US$75), and the median income was INR 3120 

(US$61). Nineteen out of 24 women stated they were not making any more income since 

they joined the SHG. Only two explicitly stated that they were making more money since 

joining the SHG and because of their participation in it. Delving more into these 

exceptions can elucidate why they were able to use the SHG structure to increase their 

income; these cases can then be juxtaposed to others.  

SHGs as a Means to Start a Business  

The two women who made more money due to their participation in the SHG 

were two of five who started new entrepreneurial endeavors due to their participation. 

The first woman I interviewed took out a loan to buy a buffalo and goat, which she used 

to sell milk to the dairy. The second woman I interviewed also bought a buffalo with a 

loan, which she used to be able to sell milk on a daily basis. Thus, the two women who 

were able to increase their income by way of the SHG did so by taking out loans to start 
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their own businesses. However, contrary to other research claims, these two women who 

started their own businesses did not express that they or their lives had changed 

particularly because of this business. The first woman I interviewed, when asked if she 

had changed at all since joining the SHG, said “no.” The second woman I interviewed, 

despite her new business, expressed low self-esteem and disempowerment when asked 

about her participation in the SHG. When asked why she chose to join the SHG, she 

responded by saying:  

I joined for happiness. Earlier I had one child and it died, after I had a daughter 
and then I joined the SHG for happiness… I thought it would make me happy 
because it would allow me to save.  
 
Her response indicates that she originally thought the SHG would make her 

happy, but her last sentence called into question whether her participation had made her 

happy. Following up, I asked her if she thought she had changed since she joined the 

SHG, which made it clear that her participation had not made her any happier. She 

responded: 

No. No bad habits. [I] just come here and give 100 rupees of my savings. I don’t 
understand anything because I’m illiterate. I don’t do anything and I only have 
one eye. 
 

Though the SHG did give her a vehicle through which to save her money, it is clear from 

her response to this question that the SHG had not had any other sizable impact on her 

life. She was still self-disparaging of her own intelligence, lack of education, and physical 

appearance, diminishing herself as unintelligent and unattractive in her response. 

Interestingly, neither of the women who started successful businesses that ultimately 

increased their income over time expressed that their lives had changed significantly. It 

appears for that this group, starting a new successful business was not necessarily an 

empowering or even decidedly positive force in these women’s lives.  
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My conversation with two of the three other women who had started businesses 

through their participation the SHG (but who were not making more money through it) 

indicated that the new business did not necessarily have such a positive or empowering 

impact on their lives either. One woman who also started a business selling milk (but was 

not making more money from it) also expressed that she had not changed since joining 

the SHG, and joined solely for the purposes of saving for the marriage of her four 

unmarried children. Another woman opened a shop with a loan of INR 20,000 after she 

joined the SHG in order to save. However, when I asked her if she was making more 

money since joining the SHG, she said,  

No, I am not earning so much money… My husband doesn’t give me any money. 

She stated that any income she earned in the shop was “only for saving, and my 

husband’s income is for daily expenses.” This response indicated that although the 

money she got from the SHG allowed her to open the shop, she effectively did not have 

control over the shop or any of the money earned in it; her husband did. Though she did 

not state this expressly, it is quite possible that her husband used her ability as a woman 

to join the SHG in order to secure savings for the family. Her stated lack of control over 

any money indicates that she probably has little control over her shop as well. Moreover, 

she did not say that she joined the SHG on her own volition. Rather, she said, in response 

to me asking her why she chose to join the SHG (my follow up questions in parentheses):  

Other people told me to join the SHG. They told me to join so I did. (Why?) I 
don’t know, I just joined. (Who told you to join?) The field officer. The field 
officer told us that if we joined we can make a profit and collectively save for the 
future so I just joined.  
 

Though technically this woman started a business through her participation in the SHG, 

two men largely controlled this participation. One field officer (who was a man) told her 
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to join, so she did. While in the SHG, she got a loan to open a shop; the profit from that 

shop went into savings, but she had no control over any of that money – rather, her 

husband did. Thus, on the surface level, this woman did start her own business: an action 

that many microfinance proponents would consider empowering. However, my more in 

depth conversation with her shows that her participation in the SHG and money she got 

out of using the group as a financial instrument was largely controlled by men.  

Only one of the women who took a loan to start a business said that this had made 

a positive change in her life. She took out a loan to purchase a sewing machine, which 

she had not started using when I interviewed her; she said, “I have to learn how to use it 

and then I’ll start working and selling later.” Despite the fact that she had not yet started 

the business, in response to me asking her if she had changed since joining the SHG she 

said, “Yes…I can do anything with a loan.” This statement shows some sense of 

empowerment in her ability to start her own business – that she believes in herself that 

with the help of the loan, she can be successful.  

On the whole, most of the women I interviewed in the SHGs had not used the 

program in order to start their own businesses; in fact, even the five women who did start 

a business through their participation in the SHG did not necessarily join the SHG with 

the intention of doing so. With one possible exception, the women who used their 

participation in the SHG to start their own businesses were not empowered by this 

experience. The experience of these women who did use the SHG to start their own 

business calls into question the assumption that starting a business will be automatically 

empowering for women. For most of these women, these businesses were either just an 
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additional way to make income, or a vehicle through which their husband used them to 

secure more income for the household.  

Other Uses for Loans and Their Significance 
 
 While some of the SHG members used loans they procured through the SHGs to 

start businesses that had varying levels of success and positive outcomes, other women 

who took loans did so for varying reasons that had different levels of impact on their 

economic and/or social status. The uses that the women cited for the loans they took out 

are for buying livestock, using it for covering daily expenses, paying other people back, 

and paying for wedding and marriage costs.  

Animal Purchase for Consumption  

While some of the SHG members bought animals to produce dairy products to 

sell, others used the loan amounts to buy animals to procure dairy products for their own 

household consumption. For some of the women, the ability to have an additional steady 

source of food consumption through the loan had a notably positive impact on their lives. 

One woman joined the SHG specifically for this purpose. She explained: 

I joined the SHG for the milk, water, and facilities… we don’t [sic] [didn’t 
before] have the facility of water and milk. By getting the loan we are getting 
food to feed the buffalo for milk. (Do you think you have changed since you 
joined the SHG? If so, how? Any good or bad change?) Yes I have changed. 
Now I have the family of the buffalo by which I get milk. I drink it at home 
making milk, chai or curd [yogurt] for me.  
 

Another woman, in response to me asking her if she was making more money since she 

joined the SHG, remarked:  

With the loan amount I bought a goat from which we get milk and drink tea. 

Thus, though she did not explicitly state that she was making more money since joining 

the SHG, it is significant that in response to this question she instead explained how the 
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loan had otherwise improved her life: allowing her to buy the goat, which provided a 

source of steady source of milk for the family. Another woman took the loan to buy a 

buffalo to produce milk both for the purposes of consumption and sale. She explained: 

I took [the loan] to buy a buffalo – now I’m earning 50 rupees per day. It gives 
milk two times per day. One time I use it, one time I sell it. 
 

For this SHG member, the purchase of the livestock via the loan positively impacted her 

life in two ways. 

Thus, one significant use for the loans for the women was the ability it gave them 

to buy animals, which in turned offered them and their families the ability to consume 

dairy products on a more regular basis. So, though the loans did not necessarily offer 

some women the ability to make more money, that the loan allowed them to make their 

livelihood more stable by securing an additional source of food for the families is 

significant. In this sense, for these specific women, the loans increased their quality of 

life without increasing their income.  

Meeting Basic Needs  

Four women used the money they borrowed to meet their basic needs. Two of 

these four mentioned that they used the loan money to cover their daily expenses. One 

woman said, 

I took a loan by which I purchased wheat and other food material, and then I paid 
it back.  
 

Another SHG member, in response to me asking her why she joined the SHG, stated: 

The other women told me to join the SHG so I joined (Why?) We can meet our 
expenses with a loan.  
 

So, these women took the opportunity to take a loan to pay for their daily expenses 

directly. For these two women, the loan had the ability to improve their quality of life. 
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However, it did not necessarily have a sustainable effect in doing so. In contrast to the 

other women who bought animals or started their own businesses – endeavors that have 

the potential to self-sustainably create more resources – this loan money was finite. That 

these two women borrowed money just to be able to meet their basic needs precisely 

indicates the precariousness of their living situation; a loan offering some extra money 

offered them a cushion so they did not go hungry, but it did not address the underlying 

issue that they are not able to meet their own basic needs on a normal basis. 

The other two SHG members used the loan money to build their homes; both of 

these women joined the SHG specifically to get this loan to build homes. For these two 

the loan was a way for them to ensure basic shelter.  

Paying Other People Back 

Five of the women I interviewed stated explicitly that they were spending either 

the loan money or their own income to pay people back from whom they had borrowed 

money previously. Many of these responses did not make it clear whether the women 

were using money directly from the loans to pay people back, but we can infer that the 

loan could play a part in doing this. For example, in response to me asking one member 

how she uses her income generally, she stated: 

I use it on expenses, the loan installment. If I borrow money from other people, I 
pay back. Both my son and I are paying back a loan.  
 
Thus, she does not explicitly state that she is using the loan money to pay back 

other people, but we can presume that the money she is getting from the loan is at least 

allowing her to offset other expenses so that she can pay other people back. Three other 

women did not explicitly state that they were using loan money to pay other people back, 
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but they were using money out of their income to do so. For example, when I asked one 

woman how she used her income generally, she said,  

I spend on my house expenses and when I need to borrow from others and pay 
them back when I earn.  
 
Another woman explicitly stated that she took the loan to be able to pay back 

another person, saying: 

Earlier we took the loan to pay back another loan that we took from another place.  
 

Interestingly, in asking her how she had changed since joining the SHG, she said: 

I have tension [I’m stressed] to pay back the installment and saving and I'm so 
excited about giving for my children. I have tension for their studies even now 
when they're small.  
  
This SHG member’s account is telling of many of the women’s precarious 

financial situations. All of these women mentioned explicitly using their income to pay 

people back, and some of them mentioned specifically taking loans from the SHG to do 

so. Both uses of SHG loans - to pay for daily expenses or to pay back another loan - 

indicate that the women are not readily able to make ends meet on a normal basis. The 

loans provided through the SHG structure allowed them to cover some of their expenses 

and obligations, but some women also continue in a longstanding cycle of debt. Though 

the loan serves as a means to meet these obligations, it does not address the underlying 

issue that some SHG members are unable to meet their basic needs.  

Covering Wedding and Marriage Costs  

Another important subject that many women mentioned when talking to me was 

marriage and weddings. Different SHG members came from various vantage points on 

this theme; some women were saving up for the weddings and marriages of family 

members, some were parents who already had married children, and others were recently 
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married women. In Rajasthan, even weddings of poor people can be lavish; families will 

save for years and borrow money to be able to have a fancy wedding for their child. 

Traditionally it is the daughter’s family’s responsibility to pay for the wedding, as well as 

pay a dowry to the future husband’s family. However, the son’s family may also 

contribute. Although the dowry is technically outlawed in India, it is still a widespread 

practice, especially in rural, traditional areas. Thus, we can assume that most of the 

women who mentioned marriage expenses might be planning for some sort of dowry 

cost. One woman joined the SHG with this in mind, saying: 

[I joined the SHG] for saving which I will use when I need in my son or 
daughter’s marriage. I have three sons and three daughters and four are 
unmarried.  
 

Another woman, when I asked her how she used her income generally, stated: 

Generally I use my income on my daughter’s marriage, daily expenses. Three of 
my children are married; one is remaining to be married.  
 

Similarly, another who was not saving for her own child stated that she used her income 

on: 

Food for my children, daily expenses. If there is any marriage in this period, gifts.  

Another woman joined the SHG because she needed money for a marriage. She stated: 

…I have some family problems. My husband is not doing work properly or 
getting a salary. There is also a marriage of my husband’s sister, so I need 
money. That’s why I took the loan.  
 

Others, even if they were not saving or taking out a loan for the purposes of a wedding or 

marriage, explicitly stated their children’s marital status in our short interview, showing 

its importance in their lives. When I asked one woman if she was making more money 

since the three to four years after she had joined the SHG, she stated she was making 

more, because: 
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… earlier, the children were in the house eating, now girls are married and gone, 
so there are less daily expenses. 
 

Another woman simply mentioned her children’s marital status in passing, when I asked 

her how she used her income generally: 

I spend on house expenses, shop expenses, spending on children – one girl is 
married, two boys are studying.  
 

In other interviews, marriage took on a more central role. One woman’s participation in 

the SHG was essentially controlled by the fact that she had recently gotten married. 

When I interviewed this young woman, she still had her traditional wedding jewelry on: 

bangles worn all the way up both arms, which are kept on for at least one month after the 

wedding. When I asked her why she joined the SHG, she said: 

I don’t know why I joined, my mother-in-law said to, so I joined.  
 

But, when I asked her how she used her income generally, she said: 

My husband’s income is 2000 [rupees] per month. We spend on the house 
expenses and before marriage expenses, so now we’re paying people back from 
that time.  
 

She later added: 

I took a loan but I don’t know why, I’ll ask my mother-in-law and tell you.  

We can assume from this account that it is likely that the reason that this woman 

was participating in the SHG is because her mother-in-law wanted to get a loan for some 

reason. It is possible that this mother-in-law’s family actually contributed to cost of the 

wedding/marriage and was taking the loan to pay back costs. Or, it is also a possibility 

that the mother-in-law wanted the loan for some other purpose. Her daughter-in-law was 

either not privileged to know this reason, or was not willing to tell me.   I discuss this 

case more later when talking about empowerment. 
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It is quite clear that marriage was an important social factor for many of the 

women in the SHGs, and several of them used the financial resources provided in the 

SHG structure to cover marriage costs. Some would say that this implies that the women 

were using the money from the SHG to engage in a social practice that in many ways 

perpetuates gender inequality. Indian feminists have for a long time fought against what 

they see as the patriarchal implications of the dowry system; namely, many argue that the 

dowry upholds the norm of women being viewed as property, and thus as burdens 

because their family has to raise a dowry for them (Mathur 2004). On the other hand, it is 

clear that at the point when I talked to these women, they were inextricably tied to this 

system, and in no individual position to challenge it. Living hand to mouth, in a tightly 

knit family unit, and with little formal education, it would be overwhelmingly difficult 

for a woman to challenge marriage norms. Thus, these women concede to this system to 

achieve the best possible quality of life they can within it. However, it remains significant 

that several of the women I talked to used the money from the SHG structure to put into 

dowries and other marriage costs, which in some cases could be seen as undermining the 

goals of women’s empowerment.  

In some of these cases, it was unclear whether the woman really had any choice 

over how the money she was getting from the SHG was going to be used. For example, 

one woman had to take out a loan to cover the costs of her husband’s sister’s wedding 

because he wasn’t working. Another had joined the SHG on her mother-in-law’s demand, 

and likely taken out the loan for the use of paying back debt from her earlier 

marriage/wedding costs. These cases call into question whether these women had any 

agency in choosing how the money they got from the SHG would be used. On the other 
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hand, other women who were planning on saving in the long term for their children’s 

marriages could be seen as having more of a choice. Through saving or taking out a loan 

in the SHG it is possible that they could be providing a better life for their children; with 

more money saved, they could pay a higher dowry cost, which would allow them perhaps 

to marry their daughter into a family that is better off than they could have before. 

Though the SHG structure may have allowed women to improve their or their 

household’s position within the context of existing marital social rules, the SHG did not 

offer an opportunity for women to challenge this system.  

Savings 
 
 The most sizeable impact that the women’s participation in the SHG tended to 

have was related to the savings opportunities the group structure lent. In fact, the 

opportunity for saving that the SHG structure offered was the primary reason that women 

joined the groups; out of 24 interviewees, 19 stated saving as a reason for joining the 

SHG. Five women said that before joining the SHG, saving was impossible. Three 

different women made the following statements, which exemplify this sentiment: 

I joined the SHG so that every month I could save 100 rupees; before I could not 
have done that. It’s like a drop of water in the glass that eventually adds up. 
 
I joined the SHG for saving because it’s not possible to save otherwise, but here I 
save my money… having the habit of saving is good, here we save and can get 
the collective amount which is good for us.  
 
Here in the SHG the good thing is that we’re doing saving and otherwise we’re 
not able to do this, so this is beneficial to us in the future. Earlier I wasn’t saving 
and we made the SHG and by this every woman can do her saving collectively.  
 

Most women mentioned saving 100 to 200 rupees a month (between ~US$2 and ~$4). 

This amount, as one woman stated, “will collectively be a lot for us in the future.” 

Amongst the majority of the SHG members I interviewed then, there was an emphasis on 
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the SHG structure allowing a formalized setting for saving in small amounts over time, 

an action that five people stated explicitly would have been impossible. The cumulative 

nature of the savings was thus a draw for women in the group. None of the women I 

interviewed mentioned a bank or any other informal or formal structure they could use in 

the past. Thus, it can be gathered that women did not have access to the kinds of financial 

services they wanted, and hence, the SHGs provides this desired service.   

Conclusion – Economic Status 

This analysis illustrates that the impact of the women’s participation in the SHG 

in regard to economic status, using a capabilities lens, is mixed. Overall, the women’s 

participation in the SHG did not have a significant impact on changing their income. For 

five women I talked to, the SHG offered them the opportunity to begin a new 

entrepreneurial endeavor. Only two out of these five made more income as a result of 

their new business. However, none of these five expressed that they had been empowered 

or that their capabilities in the household or the public sphere had increased because of 

this new entrepreneurial endeavor. On the contrary, the accounts of a few indicated that 

their new economic pursuits were not improving their quality of life, and were often 

controlled by their husband.  

Eight women wanted to join the SHG explicitly for the opportunity it offered to 

procure a loan. For women who took out loans through the SHG, the impact was also 

mixed, and largely not positive. The exception to this was a few women who took out 

loans in order to buy animals to be able to produce milk and dairy products for their and 

their household’s consumption. In this sense, this loan gave them an increased capability 

to achieve a more steady consumption of food. A few other women used the loans to 
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cover daily expenses; however, them taking this loan did not address the fact that they did 

not readily have enough money to cover their daily expenses. This situation is illustrated 

further by some of the women’s use of the loan to pay back other people from whom they 

had borrowed money in the past. These two uses for the loan are indicative of the often 

precarious nature of these women’s lives. Though these loans offered a quick fix for them 

to cover their costs, they did not address this underlying problem.  

Another recurring theme was that of marriage and weddings, for which several 

women took out loans or were saving. In some cases, it was clear that it was not entirely 

the woman’s choice to put money into these weddings and marriages, often into a dowry. 

In other cases, weddings and marriages were just expenses for which women had to 

spend income or save, either for gifts for others or for their own children. The finances 

the SHG provided may have allowed the women to increase their or their family 

member’s position within the existing social norms of marriage. However, the SHG 

structure did not allow them to gain either financial or social autonomy to perhaps be able 

to challenge this system.  

 Saving was the primary reason women joined the SHG structure, with 19 out of 

24 stating this as a reason for joining. The SHG structure did give them a new ability to 

save; several women stated that it was impossible for them to save before joining the 

SHG, and that the accumulation of their savings in small amounts was something they 

valued. This result is consistent with past literature discussed previously, which indicated 

that often poor women prefer to have access to savings over loans (Allen 2007; 

Armendáriz and Morduch 2007; Dichter 2007b; Vonderlack and Schneider 2002). 
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 The following analysis of the impact of the women’s participation in the SHGs on 

social empowerment will offer more explanation to this mixed picture. Although many of 

the women I interviewed were content with their new ability to save in the SHG, I will 

illustrate that in most cases this did not translate into any sort of social empowerment. 

Rather, it seems that Shakti’s SHGs have rather worked as small-scale banks; they 

provide loans and savings opportunities to people who want them, but are not 

accountable for the social impacts they may or may not have.  

Social Empowerment  
 

Essential to understanding the effect of the women’s participation in SHG is the 

impact – or lack thereof – it had on their social empowerment. As discussed previously, 

microfinance is often touted as a way to empower women (Isserles 2003; Sinha 2007; 

Ware Newaz cited in Houssain 2002; Yunus 2003). As such scholars define and measure 

empowerment in varied ways: for example, the degree of women’s economic 

contribution to a household from a microfinance loan (Hashemi, Schuler and Riley 1996), 

or women’s power in intra-household decision-making (Holvoet 2005 cited in Ral and 

Ravi 2011).  

In my analysis I rely on Kabeer’s (1994) analysis of Lukes’ (1974) distinction 

between “power to,” “power within,” and “power with.” Through this lens, 

empowerment is the processual action of gaining these types of power. On this basis, few 

women I interviewed reported experiencing empowerment through the SHG. Thus, after 

exploring the empowerment that a few women did experience in the SHG, I analyze why 

Shakti’s SHG program has fallen short of providing an empowering program for women. 

Then, I discuss ways they can improve the program to be more impactful.   
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Empowerment Experienced in the SHG  
 
  The approach I used to gauge whether women had been empowered by their 

participation in the SHG was asking them to answer in their own words if they thought 

they had changed since they joined the SHG, and if so, why. Posing this question gave 

the SHG participants the opportunity to evaluate the impact of the program; thus, I view 

consciousness of self-change – or lack of self-change – as the measure of empowerment. 

Only three out of the 24 women to whom I talked answered that they had changed or 

their social agency had increased due to their participation. Investigating these cases 

closer illustrates what kind of empowerment these women experienced.  

 One woman, when I asked her how she had changed, responded by saying: 

I have changed – now I am going outside. I am learning how to speak and 
teaching others to do so publicly. We are also learning about hygiene.  

 
This woman’s response indicates that she has experienced increased confidence 

from her participation in the SHG; she is learning how to speak publicly, and taking it 

upon herself to pass on to others this knowledge. Her response indicates that before she 

joined the SHG, she had limited, if any, public presence beyond her home; in the 

beginning of our interview, she stated that she did not work, saying: 

I don’t do anything. I still sit at home. 

She said she had only participated in the SHG for five to six months. The rest of 

our interview indicated that she might have been new to the village. When I asked her 

what her income was before she joined the SHG she said: 

Zero. I had no work earlier. I was in Delhi. Now I shifted here to live at my 
mother and father-in-law’s house. I didn’t make any money before.  
 

These answers together suggest that she is relatively new to the village due to her new 

marriage, joined the SHG when she moved to the village around five to six months ago, 
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and is seeing a change in herself since she began participating. Her first answer suggests 

that she has experienced empowerment both “power within” and “power with”. That she 

is going outside in public space and feeling more comfortable speaking publicly indicates 

an increased inner confidence (“power within”). Furthermore, she shows that she has 

been empowered alongside other women; she is relaying the confidence and skills she 

has gained herself to others, and learning alongside them as well (“power with”).  

Another woman in a different SHG also told me that she had changed because of 

her participation in the SHG, saying:   

I am changing because I can sit around and talk about happy and sad things in 
our family, and marriages together in our group. We have a leadership quality 
that allows us to do things.  
 

Similar to the previous SHG member, this woman mentioned the importance that the 

other women in her group had for her change (“power with”), and that together, they 

could take action (“power to”). Like many of the other women in the group, and as is 

typical of women in rural Rajasthan, we can assume that because of purdah social norms, 

this woman did not experience public life significantly before she participated in the 

SHG. Accordingly, it is likely that she would not have had the ability to bond with other 

women outside of her private home. Thus, the SHG gave her a space to be able to build 

relationships with other women, sharing joys and commiserating about their struggles. 

Her response illustrates how this relationship building among them has made them 

collective leaders, thus positively impacting her self-esteem. When we had our interview, 

this woman stated that she had been a member of the SHG for 12 months.  

The third woman did not specify exactly how she changed when I prompted her, 

but stated: 
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Yes, I like [the SHG]. (What do you like?) I’m learning… (What are you 
learning?) Yes, there’s a change in myself but I don’t know how to say it, but I 
feel good in the SHG.  
 

This woman’s response indicates that she recognized a positive change in herself because 

of her participation in the SHG. Though she could not find the exact words to articulate 

this change, in our interview she stated this answer with a smile and an air of self-

confidence. It is clear that this woman experienced some sort of change in her “power 

within” because of her participation in the SHG. She had been participating in the SHG 

for two and a half years.   

These three women’s experiences were similar in that their participation in the 

SHG contributed to their empowerment, either internally (“power within”) or along with 

the other women in their group (“power with” and “power to”). When analyzing why 

these three women and not the other 21 women in the group experienced change, I 

wondered whether length of participation in the SHG might explain the difference. 

However, these three women who had each participated in their SHGs for 5-6, 12, and 30 

months, respectively, were not SHG members on average any longer than the other 

women I interviewed. Their average of 15.6 months is actually lower than the average 

length of participation of the rest of the 20-person sample, 20.1 months. However, it is 

slightly higher than the median of the rest of the sample, which was 11 months. Still, the 

length of these three women’s participation fits into the differential lengths of 

participation amongst the rest of the 20-person sample. The least amount of time any of 

the women had participated in the SHG was 2.5 months, and the most was 42 months.  

Additionally, each of these three women was in a different SHG, so there was not 

one SHG that was more empowering for multiple women. The other two women who 

were in an SHG with the first woman noted above said that they had not changed at all 
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from their participation. Similarly, the cohort of the second woman who had been 

empowered said that they had not changed either.  

The fellow SHG members of the last woman who experienced empowerment 

showed a different trend; when I asked them whether they had changed since they joined 

the SHG, they responded with an answer that talked about a financial change in their 

lives. The two other women in this group specifically said: 

Yes. The amount that will be collected in the SHG I can use. (How?) I can do 
anything with a loan.  
 
Yes. Having the habit of saving is good. Here we save and can get the collective 
amount, which is good for us.  
 

In addition to these two, seven others in three other different groups expressed a similar 

sentiment:  

Here in the SHG the good thing is that we’re doing saving and otherwise we’re 
not able to do this, so this is beneficial to us in the future. Earlier I wasn’t saving 
and we made the SHG and by this every woman can do her saving collectively. 

 
Yes I have changed. Now I have the family of the buffalo by which I get milk. I 
drink it at home, making milk, chai, or curd for me.  
 
Every month I am giving 100 rupees for saving and every first day of the month 
I’m also giving the loan installment.  
 
We join the SHG and have the benefit of saving and do any work, and when we 
need a loan we get it.  
 
My saving deposits have increased, every month I’m giving [INR] 2500. It’s 
good because with this collective amount poor people can get a loan. I don’t take 
a loan. Others are, but I don’t because I don’t have the need.  
 
I make my home by taking the loan and with the crop money, which is good for 
me.  
 
Another woman, who had joined the SHG to take out a loan to help her husband 

improve his shop, said: 

We are living in peace after joining the SHG because we were suffering from 
problems and losses in the shop, which have been removed, and now my 
husband’s business is going smoothly.  
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It is significant that nine of the twenty-four women I talked to mentioned changes 

in their financial situation or quality of life in terms of their consumption when I asked 

them this question. However, that they stated their financial situation changed is not 

necessarily indicative of any empowerment. Indeed, one of the women who responded to 

this question by mentioning financial changes indicated in the rest of the interview that 

she was disempowered in other ways; she said that her husband did not give her any of 

the money she made by opening a shop. The others who mentioned these financial 

changes did not mention any positive social changes in their lives in the interviews. 

Though it is possible that these women’s participation in the SHG increased their quality 

of life by giving their household more access to financial services, this change cannot be 

equated with social empowerment.  

Indeed, the most of the women I interviewed did not say they had changed 

because of their participation in the SHG. Ten clearly stated that they had not changed at 

all since their participation. The majority of these women solely stated “no,” but a few 

expanded on their response: 

No… [I] just come here and give 100 rupees of my savings. I don’t understand anything 
because I’m illiterate. I don’t do anything and I only have one eye.  
 
No, nothing. We do a meeting only every first day of the month.  
 
No difference in my life, no.  
 
The first two responses examined together again suggest that for many, the SHG 

groups have functioned as de facto banks, rather than empowering social groups. The 

first woman said that she just attended to give her savings, and still expressed low-self 

esteem (“I don’t understand anything…I only have one eye”) and disempowerment 

(“…I’m illiterate. I don’t do anything…”). The second response speaks to the 
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infrequency of the meetings, and thus illustrates the more financial nature of the group; 

whereas it would make sense for a financially focused group to meet only once a month, 

a group with a more social agenda would likely meet more often in order to be able to 

strengthen relationships between the group members.  

One woman out of these ten, who was an outlier in the extent of her 

disempowerment, is important to mention because her case is indicative of how women’s 

participation in the SHG can be co-opted and thus actually be disempowering. I discussed 

this case previously when talking about the use for the loans for marriage. When I asked 

this SHG member what her income was before joining the SHG, she responded: 

No. No I didn’t work before, I just got married. I’m a newlywed. My mother-in-law 
knows everything, I don’t know anything.  
 

When I asked her why she chose to join the SHG, she said: 
 
I don’t know why I joined, my mother-in-law said to so I joined… I took a loan but I 
don’t know why. I’ll ask my mother-in-law and tell you.  
 

Again, when I asked her if she had changed since she joined the SHG, she said:  

No, I don’t know.  
 
My conversation with this young woman clearly indicated that her mother-in-law 

was controlling her participation in the SHG, and likely controlling other spheres of her 

life too. Her statements and the shy, self-dismissive way she relayed them to me 

illustrated her lack of confidence and self-esteem.  

Two other women gave more ambivalent answers when I asked them if they had 

changed because of their participation in the SHG, but did not indicate that they had been 

empowered. One woman, who I mentioned previously, stated: 

Earlier there was Ram-ji [previous Office Manager] and now there’s Mahesh-ji [current 
Office Manager].  
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This response again speaks to many of the women’s perceived financial nature of the 

groups; as mentioned previously, this SHG member referred to the NGO branch 

managers (Ram-ji and Mahesh-ji) as bank managers, which shows how she viewed the 

purpose of the group. That the only change she experienced over her stated three to four 

years in the SHG was the change in who the male authority was is significant, because it 

shows that she still places importance in the authority of the male NGO leaders.  

Another woman, in response to me asking her if she had changed due to her 

participation, stated: 

I have tension to pay back the installment and saving and I’m so excited about giving for 
my children. I have tension for their studies even now when they’re small. 

 
She expressed that is she is stressed about paying back the loan, but also excited about 

the prospect of improving her family’s quality of life. She perhaps was not individually 

empowered by her participation, but the SHG structure gave her hope for improving her 

own children’s lives.   

 Overall, with some exceptions, women in Shakti’s SHGs were largely not socially 

empowered by their participation. Three out of 24 women I talked to expressed that they 

had become socially empowered, but this group did not share any specific pattern. If I 

were doing follow-up research, I would like to talk to these three women again to ask 

them to expand upon their experience in the SHG; this would allow Shakti to look at 

small successes it has made and see how they can replicate these on a larger scale. 

However, it is possible that for whatever reason, these three women were already 

predisposed to become empowered before they joined the SHG, and that Shakti’s actions 

had little to do with this change. When I asked many women I interviewed if they had 

changed since joining the SHG, they mentioned changes relating to financial matters or 
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their quality of life; thus, the SHG structure might have improved their financial stability, 

but this did not necessarily equate any level of social empowerment. The rest of the 

women I talked to expressed that they had not changed since joining the SHG. Thus, on 

the whole, Shakti’s SHG program has not been consistently empowering for women.  

Why was Empowerment Lacking?  
 
 Though the Shakti senior staff expressed that their primary goal with the SHG 

program was to empower women, my analysis indicates that they did not achieve this 

goal on any programmatic level. Thus, it is important to analyze why Shakti’s programs 

are not having the desired impact in order to offer concrete solutions for improvement.  

 A primary reason that women have not been empowered from their participation 

in Shakti’s SHGs is because there is no specific programming that focuses on women’s 

social empowerment. Instead, as some women mentioned, Shakti’s SHGs meet only once 

a month for women to deposit their savings or pay back a loan installment. All of the 

SHG meetings were short, and had a very transactional nature. Women would sit in a 

circle along with the male field worker, who often sat elevated on a chair. Then, one by 

one, each of them would come up to the field worker to give him the money they had, 

after which they would press their thumb in an inkpad and press it on a certificate of 

deposit sheet – because they were illiterate, this took the place of their signature. As each 

woman came up, others would talk amongst themselves or sit quietly. After a woman 

deposited her money, she would often leave, even if the rest of the group was still there. 

Sometimes (and perhaps this was due to my presence), other non-SHG members, men, 

women, and children would be present watching the meeting.  
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 These characteristics largely prevented an empowering environment for several 

reasons. The meeting was expressly focused on financial transactions, so there was no 

specific space to talk about non-financial concerns; no one made any concerted effort to 

neither bring up topics for group discussion, nor activities to engage the group together. 

Since the program did not include any activities to specifically focus on social 

empowerment, it is not surprising that most women did not experience any change in the 

SHG.  

 That women would not be empowered in the groups because there were no 

specific activities focused on social empowerment seems logical; thus, why did Shakti 

not incorporate any of this programming, yet continue to state and expect that the primary 

goal of the program was women’s empowerment? This disconnect speaks to the micro-

level manifestation of the strong macro ideological currents of neoliberalism and Women 

in Development (WID) in the mainstream development arena that I discussed in Chapter 

One. The NABARD-SHG Linkage program from which Shakti’s programs was started 

was following the flow of ideology and resources into microfinance in the 1990s, as a 

surefire way to empower women through financial services. Shakti adopted the program 

and took the resources, which were only put into programming for strictly financial 

transactions, assuming that this would empower women. Thus, the implicit assumption 

that microfinance allows women the opportunity work outside the home and handle 

money as a way to empower themselves manifested itself in the SHG-NABARD linkage 

program, which then spurred the creation of Shatki’s programs. Shakti staff cannot be 

entirely blamed for their assumption that microfinance would empower the women in the 
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communities in which they work; indeed, at the time, the purported achievements of 

microfinance were understood as automatic.  

 This problem of having no programming specifically focused on social concerns 

also speaks to the question of leadership. The dynamics of the SHG meetings clearly 

indicated that the women in the group looked to the male field worker as the leader; he 

was the one to whom they reported and gave their money. This problem contributed to an 

environment that precluded most women from developing their own self-esteem and 

emerging as leaders – empowering themselves.  

 From what I observed throughout the time I was at Shakti, male domination 

colored not only the SHG meetings, but their formation as well. One day at the village 

office, I had the opportunity to attend a training for women who wanted to form an SHG 

through Shatki. This training specifically was for a group of women who wanted to sell 

dairy products. Thus, the training included two components. The first training day gave 

the women information about how to organize into self-help groups, and the following 

day they were taken on a visit to a local dairy to show them techniques to increase and 

sustain the milk yield of their livestock throughout the year. The extent of my observation 

was the first day of the training, when the Shakti staff in the village office talked to the 

group about SHGs. The staff present included two young female staff members, one 

older woman, one man - the branch manager, and me. The participants (all female) 

present for the meeting were sitting on the ground in a circle. The man, the branch 

manager, ran the meeting, walking in the middle of the circle talking to them. He first 

told them that they should stand up and then announce their names and group names, 

which they proceeded to do. After this, the man continued to run the training, standing 
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and talking down, while the women continued to sit on the floor, listening. Although I 

could not understand all of what he was saying because I did not have an interpreter 

present, his tone and physical actions connoted an authoritative demeanor. The other staff 

members and I continued to sit on the ground while he continued to lecture about the ins 

and outs of SHGs. After a few hours, the meeting ended. Then, a few men started 

trickling in the door and looking around. I quickly found out they were some of the 

husbands when some of the women quickly pulled their saris over their hair to cover their 

faces. The men began asking the female Shakti workers sitting down what this was all 

about, all in a quite accusatory tone. “Why were they here? How would they be working 

[in the SHG]?” The staff, in more words, assured them that it was all fine.  

 Although I was not able to fully observe this event because I could not completely 

understand the language, I could discern the gist and therefore make some initial analysis 

about this training. It was apparent to me that this was not a fully empowering space for 

the women who were supposed to be organizing themselves into self help groups. 

Patriarchal power dominated the meeting in many aspects. First and foremost, the only 

man in the room, the branch manager, was running the meeting, when there were also 

upper-level NGO female staff that could have taken this role. The branch manager 

assumed a very authoritarian role by standing up and talking down at the women, who 

were all sitting on the ground looking up at him. The structure of this meeting as such 

seemed to be defying the very reason on which it was supposedly predicated, which was 

giving women the tools and space they need to organize and empower themselves. 

Instead, this meeting involved a man telling women what they should do and how they 

should do it.  
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Throughout the entire two-hour meeting, there were only a few interspersed 

comments and questions raised by the women sitting on the floor. The branch manager 

was speaking the majority of the time. It also occurred to me that this was not necessarily 

a safe space for women to organize together, because their husbands were right outside 

the door and able to come in to interrogate the NGO workers about the meeting. When 

they did walk in at the end of the meeting, the tension in the room clearly rose, as the 

women covered their faces and looked away from them.  

My observations of this event suggest that at the offset, the formation of the SHGs 

was not done so in an empowering way. Because of my limited language skills, my 

analysis of this event was still incomplete. However, judging from body language and 

physical arrangement of the meeting alone, the set up of this meeting was less than 

empowering.  

Based on my observations of the initial formation of the SHGs and several 

meetings of established SHGs, it is clear that male dominance of the groups contributed 

to the lack of social empowerment experienced by the participants. Moreover, the male 

field workers did not seem to have an ideological nor practical commitment to gender 

equality. In addition to seeing their interactions with the women in the SHG as 

authoritarian, their lack of respect towards me as a female researcher made me seriously 

question their commitment to gender equality and women’s empowerment. 

As I discussed in my methods section, I experienced sexual harassment from all 

but one of the male field workers in the village office branch. Their conduct with me is 

important to note because it illustrates problems of patriarchy within the NGO that 

prevent it from truly contributing to women’s empowerment. That said, these men 
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assumingly viewed me differently than a woman from their own communities, because I 

was different; I was foreign, white, living in a new country alone, relatively affluent, and 

20 years old and unmarried. These very characteristics put me in a relatively removed 

position from caste, class, and family relations that in Rajasthan often define boundaries 

and rules about relationships between women and men who are not married to each other. 

In part, I can infer that this, and perhaps common stereotypes where I lived in Rajasthan 

about Western women’s openness to sex, caused these men to more readily treat me 

differently than they would a young woman from their own communities. However, 

despite the assumption that these men treated me differently than they would women 

from their own communities, the lack of respect toward me deeply calls into question 

these men’s commitment to women’s empowerment.  

 This doubt in mind, it is possible that these field workers contributed to the 

disempowerment of the SHG members in their jurisdictions. Given my situation, I was 

not able to ascertain if this possibility was true. Instead, I only had access to the SHGs 

that were working with the one male fieldworker who had not harassed me, with whom I 

could travel and work. However, based on these men’s behavior, I have no doubt that 

their work failed to contribute to the empowerment of the women in the SHGs with 

which they worked.  

Conclusion – Empowerment  

 My interviews with the SHG participants indicated that the majority of women 

did not experience empowerment from their participation in the group. My observations 

of several SHG meetings, an SHG formation training, and experience working at Shakti 

for two months illustrate that the lack of specific programming to address social 
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empowerment and male dominance of the SHG and larger NGO structure have prevented 

Shakti’s SHGs from contributing to women’s social empowerment on a regular, 

programmatic level.  

Conclusion  
 
 In this chapter, I used a capabilities approach to poverty and an alternative 

understanding of empowerment to analyze the interviews I had with women in Rajasthan. 

I also drew upon my own observations of Shakti’s daily functioning to understand the 

areas in which Shakti’s microfinance programs can improve. I found that the women’s 

participation did not cause them to make more money, but did allow them to accrue 

savings that they valued. In some cases, women also reaped financial advantages for their 

households from the SHG, but this did not structurally change their level of poverty nor 

have an impact on their social empowerment. With a few exceptions, most women did 

not experience social empowerment from their participation in the SHG. The male 

dominance that permeates the NGO and the SHG formation and meetings is a force that 

precludes this program from being more successful in terms of women’s empowerment. 

Moreover, the SHGs do not involve any programming focused on social empowerment, 

which also seriously undermines the potential of the groups to provide an empowering 

space for women. In the following chapter, I discuss examples of successful NGOs that 

Shakti can model to have greater social impact.  
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CHAPTER 5:  
CONCLUSION 

Thus far, I illustrated the historical and ideological development of microfinance. 

I showed that despite the questionable overall success of microfinance programs, they are 

frequently touted as the panacea for women’s poverty and empowerment in the Global 

South. Microfinance programs have been supported on a large institutional scale because 

they make these claims without challenging the ideological assumptions of the dominant 

neoliberal paradigm. Moreover, microfinance developed in the vein of Women in 

Development, tapping in to a rhetoric that claimed liberation/empowerment for women 

through their participation in paid work in the neoliberal economy. I showed how the 

narrow assumptions of neoclassical economics and Western feminism have been fused 

together to construct the assumption that the act of putting money into a woman’s hands 

will automatically empower her and allow her to pull herself out of poverty. Next, I 

delineated alternative, more nuanced conceptualizations of poverty and empowerment 

that inform the analysis of my own data: Sen’s (1999) capabilities approach to poverty, 

and Kabeer’s (1994) and Lukes’ (1974) approach to empowerment as the process of 

gaining “power to,” “power with” and “power within.” I also explained the research 

methodology I used to analyze Shakti’s microfinance program in Rajasthan; I conducted 

interviews with women in this NGO’s self help groups (SHGs) to investigate the impact 

of their participation in the group on their economic status and social empowerment.  

Now, I show how my analysis of the historical and ideological development of 

microfinance can elucidate some of Shakti’s microfinance programs’ pitfalls and 

challenges illustrated in Chapter Four. This then serves as a transition to discuss what 

improvements Shakti can make to its microfinance programs, and how it can do so. This 
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discussion is applicable on a broader level, serving to illustrate how microfinance 

programs can have greater impact on women’s lives in terms of poverty alleviation and 

social empowerment.  

We can see how Shakti’s microfinance program made many of the assumptions of 

the mainstream microfinance sector, which prevented it from reaching its stated primary 

goal of empowering women. Shakti’s microfinance program, originally part of the 

NABARD-SHG linkage program, stated that its primary goal was to empower women. 

However, it did not have any programming except for that which focused on financial 

transactions: the accrual of savings and dispersal of loans to women. This fact illustrates 

that Shakti’s microfinance program at least tacitly subscribed to the assumption that the 

provision of microfinance services to women – which would facilitate their participation 

in the formal labor market – would be automatically empowering. This assumption is 

consistent with the Women in Development paradigm, which assumed that women doing 

paid work would result in their empowerment and ultimately poverty alleviation 

(Eisenstein 2005; Keating, Rasmussen and Rishi 2010).  Thus, Shakti’s microfinance 

program is part of a larger institutional trend in development in the last decades of the 

twentieth century. It is structured with the assumption that the provision of microfinance 

services result in poverty alleviation and the empowerment of women.   

The spread of microfinance in India (of which the SHG/NABARD Linkage 

program and thus Shakti’s program was a part) is consistent with the global trend 

discussed previously, in which microfinance proliferated as a social program 

ideologically consistent with neoliberal structural adjustment programs (Elyachar 2002; 

Eisenstein 2005; Isserles 2003; Keating et al. 2011; Weber 2003). India began to 
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experience structural adjustment in 1991, causing people in the lower socioeconomic 

rungs to suffer (Sharma 1999). Soon after, in 1992 the SHG/NABARD linkage program 

began, connecting NGOs and banks to get capital to the poor. This can be interpreted 

both as a move to palliate social suffering in a way that is consistent with India’s move to 

a free market ideology (Eisenstein 2010; Elyachar 2002) as well as a mechanism for the 

increased reach of the financial services industry in India (Hartsock 2006 cited in Keating 

et al. 2010). Thus, Shakti’s SHG microfinance program, which came out of the 

SHG/NABARD linkage program, was part of a larger free market trend at this time. 

Accordingly, this program implicitly assumed that microfinance would alleviate poverty 

and be empowering for women.   

Despite the program’s beginnings with the free market trend of the time, the 

SHG/NABARD linkage program did still maintain a non-commercial microfinance 

model; accordingly, so did Shakti’s program. In terms of economic status, the 

maintenance of a non-profit approach has allowed Shakti to serve poor women in 

Rajasthan better than it would had it adopted a commercial model. As discussed in 

chapter 1, despite an overwhelming move towards a commercial microfinance model in 

the last two decades, commercial microfinance programs have not served the poor well. 

For-profit MFIs have not expended the high transaction costs required to reach the core 

poor, and thus have tended to target borrowers who are less poor from whom they 

demand higher interest rates (Morduch 2000; Weber 2003; Weiss and Montgomery 

2005). Many scholars have concluded that the primary financial service that poor people 

want is access to savings in order to smooth consumption (Allen 2007; Dichter 2007b; 

Vonderlack and Schneider 2002). Indeed, in the case of Shakti, we see that the majority 
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of the participants did join with the goal of saving, and were content that their 

participation in the group allowed them to accrue savings that they valued. Thus, Shakti’s 

maintenance of a non-profit NGO microfinance model, rather than a commercial 

microfinance model, likely made it more successful in addressing the needs of the poor 

women and families in Rajasthan.  

Shakti’s lack of programming on social empowerment, however, indicates that the 

program planners assume the provision of financial services and paid work are the key to 

women’s empowerment. This lack of programming and emphasis on true empowerment 

can be attributed both to the larger structure, in the SHG-NABARD linkage program, and 

patriarchal tendencies within the NGO. In many ways, these forces go hand in hand. 

Largely, microfinance institutions are evaluated on their outcomes as they relate to 

women's income and empowerment, but how these outcomes are achieved and measured 

within the organization are left unanalyzed (Fernando 1997). Often, the priority of the 

funding source can pressure NGOs to focus more on the financial aspects of 

development; in the case of Shakti, funding for the program came from the 

SHG/NABARD linkage program and later Rashtriya Mahila Kosh (The Ministry of 

Women and Child Development) and the Small Industries Development Bank of India 

(SIDBI); these entities focused on the financial aspect of the microfinance programs. This 

reality is consistent with the larger Women in Development (WID) paradigm discussed 

previously, which emphasizes women’s economic contributions on grounds of efficiency, 

thus limiting more a more grassroots, nuanced focus on social empowerment (Kabeer 

1994).  
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The potential for Shakti to operationalize a grassroots approach to empowerment 

was limited by the larger trends in WID in India. It was also limited by patriarchal 

approaches within the NGO infrastructure and workers themselves, who may not be 

committed to gender equality, justice, and women’s empowerment. As discussed, 

patriarchal approaches from within NGO structures can limit a NGO’s true impact with 

regard to gender equality if outcomes are achieved in a patriarchal manner (Fernando 

2007). In the case of Shakti, the male fieldworkers who largely administered the program 

in the field conducted themselves in a patriarchal manner, which probably precluded 

some opportunities for women’s empowerment. 

 Shakti had some positive impact on women’s economic status because of the 

opportunities for savings the microfinance program provided, but did not have an impact 

on raising women’s incomes. In some cases, the SHG structure allowed women to 

smooth their consumption using savings and loans. The SHG allowed a few women to 

buy capital or an animal in order to start a new business; in a few cases this improved 

women’s capabilities and ability to meet their basic needs, but largely did not change 

their unstable level of consumption or low position as a woman. Though when asked how 

they had changed, many women discussed financial changes in their lives, particularly 

relating to savings, these changes were largely not of a social nature. Other than three 

women who stated that they had changed in terms of their self-esteem, leadership ability, 

and public presence, the majority of the women who I interviewed stated they did not 

change from their participation in the SHG.  With these results in mind, there are several 

steps that Shakti can take to improve its microfinance program. If Shakti maintains its 

primary goal of empowering women through the microfinance program, it should 
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actively create a program structure with the aim of doing so. Concurrently, it can improve 

women’s economic status by aiming to enhance their capabilities. 

 Given that Shakti’s primary goal with its microfinance program continues to be 

empowering women, it can follow the example of several NGOs in South Asia that have 

operationalized a focus on women’s empowerment. A vital step in creating a program 

that empowers women is creating a participatory agenda that allows the women 

themselves who are supposed to benefit from the program to identify their own needs 

(Kabeer 1994). Shakti can learn from innovative NGOs who are making change by 

creating a space “for women’s own voices to be heard, either through participatory 

processes of needs identification or else by organizational practices that encourage 

participation in shaping and changing the decisionable agenda” (Kabeer 1994, 230 my 

emphasis).  

 One organization that has taken this participatory approach is the Self-Employed 

Women’s Association (SEWA) in India, which works to organize women laboring in the 

informal sector whose struggles go beyond the power dynamics between formal 

employer-employee relationships (Kabeer 1994). Because SEWA reached out to women 

to ask them to identify their struggles, they were able to pioneer an innovative approach 

to labor organizing that went beyond the traditional approach of the male-dominated 

trade-union movement in India. Women were largely self-employed and working based 

at home, as “petty traders” or performing casual wage labor; by identifying these 

categories and the struggles self-employed women faced, SEWA was able to take a new 

approach that made sense for poor working women’s unique struggle. 
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Shakti could model aspects of SEWA to have positive results. It could be formally 

incorporated into the program that field workers or SHG members themselves routinely 

discuss the needs of the group, around which the group would decide a plan of action for 

addressing these concerns. These needs could fall outside of the bounds of what financial 

microfinance services could address; thus, Shakti could direct other resources from its 

many other gender and livelihood-focused programs to making the SHGs more 

responsive to the needs as identified by the members. Accordingly, it is important that if 

greater participation is to be built into the SHG structure that “built into the planning 

process is the interdependency between different categories of needs, particularly in the 

lives of women” (Kabeer 1994, 234). This approach would recognize that the provision 

of microfinance may be a part, but not the panacea, for addressing women’s myriad needs 

in rural Rajasthan.  

  Another vital aspect needed to improve the microfinance and SHG structure to 

better impact women’s empowerment is to ensure that women have a sense of agency and 

leadership in the program. Kabeer notes that it is essential to build “a sense of ownership 

and responsibility among poor women in relation to the organization’s activities, rather 

than on limiting their participation to the more instrumental and limited version of 

participation as the take-up of services or meeting of project targets” (1994, 236). An 

example of an organization that has achieved this is the Women’s Development Program 

in Rajasthan, a joint NGO/government collaboration. The government of Rajasthan set up 

the WDP because it recognized that though it had attempted to direct development 

resources to women, women’s low condition largely had not improved (Kabeer 1994, 

243). Moreover, “it also took note of the fact that men had been entrusted with the 
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responsibility for women’s development in the family, government, and society far too 

long” (Dighe and Jain 1989, 78 cited in Kabeer 1994, 243). The goal of the program was 

to institute new delivery mechanisms for resources and build community organizations 

and alliances that would make local institutions more responsive to the needs of women 

(Kabeer 1994). The primary worker for this program was the village sathin, a female 

leader on the village panchayat, the local government structure. It was the responsibility 

of the sathin to establish women’s groups at the village level to address local concerns. 

The Information Development and Resource Agency of Rajasthan supported groups of 

ten sathins on a regional level, and the program was monitored and evaluated by the 

Jaipur Institute of Development Studies, a local think tank (Kabeer 1994). The sathins 

were selected for their commitment to the cause and courage rather than for any formal 

qualifications. The WDP is an example of a program that has entrusted leadership in 

women in rural villages to rally their cohort and identify their concerns; concurrently, 

government and NGO resources are available to support these leaders achieve these goals 

in their communities.  

 Shakti could adopt the best practices of the WDP model by focusing on leadership 

development in the SHGs. As mentioned in Chapter 4, most of the field workers are men, 

who administer the meetings and are seen as the de facto authority figures of the groups. 

Shakti could facilitate the empowerment of women by perhaps identifying initial female 

leaders of the SHG to facilitate the groups’ creation and early development. These initial 

leaders could then focus on developing new female leaders who could also lead the group 

together.  
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 In order for this leadership transfer to take place, another fundamental action 

Shakti has to take is addressing the internal patriarchy in the NGO. Because men 

dominate the NGO structure both in the senior leadership and amongst the field workers, 

they maintain a gender hierarchy that undermines the goals of women’s empowerment. If 

Shakti continues to hire male field workers, it must be more selective in hiring based on 

potential staff members’ commitment to the cause. Shakti should also implement gender 

sensitivity training for all staff. Surprisingly, Shakti has not facilitated trainings like this 

in the past. For all staff working in this program, both men and women, gender sensitivity 

training should be required.  

However, if Shakti truly wants to create a program to achieve gender justice, it 

must also actively facilitate the employment of committed women in the NGO structure. 

This may require making changes to the NGO’s practices that could have a 

transformational effect. For this initiative Shakti could look to Saptagram in Bangladesh, 

an NGO that is staffed predominantly by women at all levels of the organization (Kabeer 

1994, 244). Saptagram has created a flexible work environment that takes women’s 

family responsibilities into account, ensuring that most women continue to work for the 

organization even after they get married. Staff can take time off for family 

responsibilities, and can bring children into the office; accordingly, the organization 

expects that the staff will work more intensively when needed (Kabeer 1994, 245). 

Moreover, field officers can use public transport or rickshaws to get around to their 

assignments, rather than motorcycles, which often are off-putting for many potential 

women applicants to NGOs in Bangladesh (Kabeer 1994). Kabeer notes: 

 This emphasis on recruiting committed women staff has had the effect of 
slowing down Saptagram’s rate of expansion, since it can grow only as fast as it 
can find good female staff. Nevertheless, in its attempt to combine feminist and 
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development principles, it offers a different model of organization to most other 
NGOs in Bangladesh… It offers a glimpse into what would become possible 
were existing institutions to adapt their rules and practices to the needs of 
working women rather than requiring working women to adapt to the logic of 
male-dominated institutions. (1994, 245) 
 

Shakti could improve the impact of its external programs by making similar internal 

institutional changes. Feminist women working in the NGO would be more likely than 

men uncommitted to the cause to be able to relate to women in the SHGs, as well as be 

more likely to help them develop their own leadership abilities. 

  Shakti faces challenges in implementing these types of changes to their 

microfinance program. Firstly, they could encounter the opposition of male staff 

members who do not want to relinquish their position of power. Secondly, they could 

confront funding problems; as SIDBI and The Ministry of Women and Child 

Development now fund the program, the program money may have strict allocation rules 

such that these funds could not be redirected to shift the focus of the program. However, 

Shakti has the advantage of being a large NGO that undertakes several programs at the 

state level; thus, it can attempt to leverage its power and other funding to shift new 

resources to a revitalized SHG program.  

Shakti’s microfinance program is not unlike many others around the world; it 

emerged in an ideological and institutional environment that assumed that women would 

be empowered and transcend poverty by the sole act of putting money into their hands. 

This assumption arose out of a neoliberal trend in development beginning in the 1970s, 

and concurrently, the rise of the Women in Development paradigm that emphasized that 

investment in women could be an efficient fuel for economic development (Kabeer 1994; 

Isserles 2003; Keating et al. 2011; Weber 2003). For microfinance programs, this 

discourse was further supported by Western feminist thinking, framing the opportunity to 
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work outside the home as the way to empowerment/liberation (Elyachar 2002; Eisenstein 

2005). As I have shown in this analysis and discussion, these assumptions, which in 

many ways formed the basis for Shatki’s microfinance program, are flawed. For the 

women I interviewed, the provision of microfinance services did not structurally change 

their economic status; however, consistent with other findings on microfinance (Dichter 

2007b), the program did allow them to accrue savings that they valued. However, the 

women’s participation in the group and the microfinance services they received through it 

largely did not cause them to be empowered. This analysis has provided an account from 

the voices of women who participate in these programs, whose interests are not fully 

served by them. Today, Shakti and other microfinance NGOs have the opportunity and 

the responsibility to restructure their programs in a way that will truly serve the interests 

of those whose lives they aim to improve.    
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