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Abstract 

This study investigated the extent to which consumers of microfinance services perceive that 

there is a relationship between the type of financial services they receive and the principles 

that govern socially responsible practices. Specifically, the study investigated the extent to 

which managers and consumers of selected microfinance institution and new age banks in 

India perceived the financial services provided in the context of well known corporate social 

responsibility (CSR) principles. 

 

To achieve this, the study utilised a mixed method approach and design involving 

quantitative and qualitative techniques. In so doing, the study conjointly drew on selected 

CSR theoretical frames including Legitimacy theory, Stakeholder Theory and Attribution 

Theory to gauge managers’ and consumers’ evaluations.  Specifically, it was expected that by 

pursuing a series of nominated objectives, this frame would help assess managers’ and 

consumers’ reactions to and perceptions of financial services as socially responsible entities 

as well as selected financial services, in the context of corporate social responsibility (CSR) 

principles. 

 

Managers and consumers views on CSR were collected using interviews and surveys 

involving the validated Lundstrom and Lammont (1976) instrument. The data was then 

subjected to appropriate quantitative and qualitative techniques to ascertain levels of (non) 

significance in the relationship between microfinance institutions’ CSR related initiatives and 

the managers’ and consumers’ CSR evaluations. The findings reveal that the consumers of 

microfinance under the CSR banner do not believe in the sustainability of the initiatives and 

they do not have much hope that these programmes will actually lift them sufficiently above 

the poverty line. The study also finds that managers of new age banks and microfinance 

institutions feel that much more could be done in making these programmes sustainable. 

However both the managers and consumers are generally satisfied by the CSR initiatives of 

MFIs, including glocalisation. Interestingly there is no real correlation between CSR 

initiatives and repurchase intentions among consumers. 

 

Finally, and based on the findings, the study offers, important managerial implications as to 

the utility of corporate social responsibility principles in the maintenance of sustainable 

business practices and consumer satisfaction. 
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Chapter 1 
 

1.1 Background 

Microfinance and microcredit 

 

Microfinance, put simply, is about bringing banking services to people who have 

never had access to any kind of financial services. Microfinance and microcredit are 

often used as synonyms, although microfinance includes all kinds of financial 

services, from savings to loans or insurance. Microcredit on the other hand usually 

refers to the provision of small loans, especially to very poor people (many of whom 

are women), in rural societies. Providing microcredit in the early 1980s, in countries 

like Bangladesh, Bolivia and Indonesia demonstrated that lending to the poor can be 

undertaken successfully even  without collateral requirements (Rhyne, 2001). 

However, providing microcredit is only the tip of the microfinance services iceberg. 

Rhyne (2001) indicates that microfinance is broader in action and that microfinance 

interventions demonstrate better techniques in lending to the poor, with better 

outreach and cost recovery.  

 

 Importance of the notion of microfinance 

 

Microfinance has caught the eye of the financial institutions all across the world and it 

has emerged as a global product that can be successfully aimed towards alleviating 

poverty. The importance given to microfinance by significant global institutions can 

be gauged by the fact that the United Nations declared 2005 to be the International 

Year of Microfinance. The primary aim of the United Nations Millennium 

Development Goals is to reduce poverty by 2015 (World Bank, 2003). This involved 

the implementation of a microfinancing strategy by the banking sector, which 

essentially meant providing small loans to the poor, particularly poor women. As 

implied earlier, the universal appeal of microfinance has stemmed from the ability of 

microfinance to reach those poor who are without collateral.  
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 Basic research problem 

 

It is estimated that around US$4 billion is invested annually in microfinance around 

the world (Zallaberg, 2006). Most of the microfinance initiatives are placed under the 

banner of Corporate Social Responsibility (CSR) (Zallaberg, 2006). However, how 

efficiently this money is spent has become a matter of contention. Microfinance 

institutions (MFIs) carrying the CSR banner have a very difficult task: first of all they 

should be profitable, in order to be sustainable in the long run, secondly, they should 

be efficient, in the sense that they should make long-lasting changes in society. The 

first requires a strong business model. The second requires a strong commitment to 

the organisation’s mission of helping the society as part of CSR. In an increasingly 

competitive environment, keeping a balance between the two is difficult. As a result, 

some MFIs are profitable but are not very efficient. Others are efficient but not 

profitable and need support if they are to be self-sustainable. This raises the question 

of which criteria to use to judge “good” overall performance when some MFIs have 

an increasingly commercial orientation and others have a more social orientation. 

However, the classical view of ‘business of business is business’ (Friedman, 1970) 

has now been abandoned by most of the business houses. Current business views and 

actions are more consistent with the emergence of an alternative school of thought 

which maintains that businesses that enjoy enormous power in terms of controlling 

the bulk of society's resources have responsibilities that must go beyond the economic 

and regulatory imperatives (Samli 1992; Sen 1997; Bhattacharya and Sen 2004). To 

ascertain just how far this alternative view of CSR has been taken up by financial 

institutions is a matter for research. In India no such study has been undertaken in this 

regard thus far. This study proposes to address this gap by investigating the extent to 

which managers and consumers of selected microfinance institution and new age 

banks in India perceived the financial services provided in the context of well known 

corporate social responsibility (CSR) principles. 

Motivation 

A great deal of research has been done in recent years in the area of retail banks 

commitment to CSR principles and its implications (Snider et al 2003, Maitland 2002; 

Pattern 2002 and Paul 2002; Kok et al 2001). In the wake of increased competition 
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among retail banks, researchers have now focussed a lot of their attention towards 

finding out whether retail banks are undertaking sustainable business practices 

(Sweeny et al., 2001). Microfinance is seen as an important means to increase 

productivity of the poor (Joseph, 1993). The increased popularity of microfinance 

among different donors is due to the underlying belief that involvement in 

microfinance programmes would help them to retain credibility as a development 

agency (Remenyi and Quinones, 2000). This is particularly important for banks 

entering into the microfinance arena under the CSR banner.   

 

Banks like Hongkong and Shanghai Banking Corporation (HSBC), Angemene Bank 

Netherland (ABN Amro) have large clientele in microfinance spreading across 

different countries, including India. The microfinance market in India is becoming 

increasingly competitive with local banks, like the Industrial Credit and Investment 

Corporation (ICICI) Bank, also joining the fray. This raises a few fundamental 

questions: How effective is this strategy of retail banks in achieving sustainable 

development and is it helping the poor to get out of their poverty? How do managers 

and customers perceive these strategies?  

 

1.2 Microfinance and Sustainability 

Sustainability is a broad term. In the context of microfinance it means that the 

receiving community should be able to continue without assistance after its liabilities 

have been paid up. Microfinance is business finance and not a grant or a dole. The 

entrepreneur should repay the loan with principal and interest in due course of time. If 

the entrepreneur does not repay the installments the whole community will be held 

responsible. However if the enterprise is not generating surplus funds to repay the 

loan the entrepreneur will end up in the debt trap. Finally the entrepreneur will be 

forced to default on the loan. Thus an essential condition is that an enterprise should 

be sustainable within a reasonable period of time. The literature suggests that despite 

the global appeal and popularity of microfinance, it has failed to achieve the 

objectives of reducing poverty in different countries, especially in Africa. 

Microfinanciers have traditionally relied on a one-size-fits-all policy (Bhatt and Tang 

2001). This approach focuses on providing credit only. The one-size-fits-all approach 
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does not seem to work, as different countries and cultures have different needs and 

follow different norms. Researchers attribute the failure of microfinance interventions 

in East Africa to not paying enough attention to an appropriate balance between 

globally derived and locally acceptable ideas that is, a glocalized approach 

(Rugimbana, 2005). In 2004 the Paris Declaration argued for increased harmonisation 

of activities by development agencies, taking into account local needs and aspirations. 

This has prompted the formal financial sector to come up with strategies that lead to 

sustainable development in targeting rural poor who did not have access to formal 

credit. This study focuses on this type of bank and the role they play in reducing 

poverty. 

Alleviation of poverty and improving lifestyle through CSR 

 

Corporate social responsibility is the notion that corporations have an obligation to 

constituent groups in society other than immediate stockholders and beyond, and are 

generally prescribed by law and union contracts. The obligation is voluntary, broad, 

extending beyond the traditional duty to shareholders to other societal groups such as 

customers, employees, suppliers and neighbouring communities (Jones, 1980). 

 

This obligation is seen to extend beyond the statutory obligation to comply with 

legislation and sees organisations voluntarily taking further steps to improve the 

quality of life for employees and their families as well as for the local community and 

society at large. There is a lot of potential for CSR to help with development in poor 

countries, especially community-based initiatives. There are many examples, such as 

the Shell Foundation's involvement in the Flower Valley, South Africa. Here they 

have set up an Early Learning Centre to help educate the community's children, as 

well as to develop new skills for adults. An alternative approach to this is the 

establishment of education facilities for adults, as well as HIV/AIDS education 

programmes. Multi National Corporation’s like Shell, DuPont, General Motors and 

Novartis have demonstrated their commitment towards CSR by pursuing different 

social projects (World Business Council for Sustainable Development, 1997). The 

majority of these CSR projects have been established in developing countries in Asia, 

http://en.wikipedia.org/wiki/Obligation
http://en.wikipedia.org/wiki/Statutory
http://en.wikipedia.org/wiki/Legislation
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Latin America and Africa. A more common approach of CSR is through the giving of 

aid to local organisations and impoverished communities in developing countries. 

 

The majority of the banks pursuing microfinance through the notion of CSR claim 

that it leads to sustainable development for both users and providers. For the 

consumer, the benefit comes from accessing credit from the formal financial sector, 

which can be used for business activities that would assist them to break the poverty 

cycle. The banks claim that by pursuing the aforementioned strategies they help 

people to follow business values and it satisfies the requirements of the organisation 

itself, and its stakeholders. This in turn helps the bank to maintain legitimacy and 

sustainability, thus assisting them to become more competitive in the market. 

 

Debate on the relevance and effectiveness of CSR 

Researchers seem to have differences of opinion regarding CSR initiatives. According 

to Milton Friedman (1970, 1989), the only social responsibility of business is to 

comply with the law of the land and to stay profitable. Any other non-economic or 

social activity is the responsibility of the State using the taxes collected from 

profitable businesses. Drucker (1984) argues that profitability is the first and basic 

responsibility of business, as no other responsibility, social or otherwise, can be 

fulfilled by a loss-making business. Those who are skeptical of CSR anticipate that 

such initiatives may incur additional costs and, hence, would jeopardise overall 

performance and sustainability of the organisation (Friedman, 1996, Pikston and 

Caroll, 1996, Henderson, 2001). For example, Chairman of ITC (Indian Tobacco 

Company), a multinational cigarette giant that is a pioneer in CSR activities in India, 

recently argued that as CSR involved additional costs, both transactional and real, it 

places companies practising it at a disadvantage. It is argued that investors and the 

government should reward those who put in additional efforts in CSR activities in 

economic terms. At the same time, some of those who support the adoption of CSR 

policies strongly feel that such practices may enhance their reputation and 

subsequently enable companies to reap long-term strategic benefits of maintaining 

their legitimacy, competitiveness and sustainability in the market (Burke and Logsdon 

1996, Lantos 2001, Porter and Kramer, 2002, Johnson 2003).  
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CSR has the powerful potential to make positive contributions to addressing the needs 

of disadvantaged communities in developing countries. The business rewards of CSR 

tend to be greater when the social initiative is related to a company’s core competency 

(CSR fit) and deals with issues that consumers care about (Kotler and Lee, 2005, 

Menon and Kahn, 2003, Sen and Bhattacharya, 2001). Social and business interests 

are not necessarily contradictory but can indeed reinforce each other (Kotler and Lee, 

2005, Porter and Kramer, 2002, Prahalad, 2006). However, arguing that CSR should 

always result in added shareholder value may not hold true, because then the activity 

ceases to be social in conception or results and becomes another economic activity of 

the company. Companies nowadays are trying to align the social needs to their core 

product by using CSR as a strategic choice. An example of this is the emerging trend 

by commercial banks in providing microfinance to the poor. 

Earlier research into CSR 

 

Researchers have conducted many studies relating CSR with primary stakeholders. 

Previous researches on CSR initiatives have found that consumer responses on CSR 

can vary (Barone et al, 2000, Brown and Dacin, 1997, Creyer and Ross, 1997, Sen 

and Bhattacharya, 2001, Ellen et al 2006). In fact some research suggests that 

consumers punish firms that are perceived as insincere in their social involvement 

(Sen and Bhattacharya, 2001, Simmons and Becker-Olsen, 2004). Organisations now 

use CSR to differentiate themselves from competitors (Sen and Bhattacharya, 2001, 

Turban and Greening, 1996). Albinger and Freeman (2000) suggest that when firms 

engage in CSR activities, they improve their reputations, which, in turn, may provide 

competitive advantage. This view reinforces the Greening and Turban (2000) research 

conclusion that companies demonstrating higher levels of CSR are perceived as 

having better reputations. 

 

1.3 Retail banks and microfinance institutions in India  

Banks have more scope in selling their microfinance programmes in developing 

nations like India, which has a large number of people who are poor and who 
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consequently have no banking services. The Indian economy at present is at a crucial 

juncture. The Gross Domestic Product is now growing at the rate of more than 7 

percent (RBI, 2010). However, the growth is mainly to the result of upper class and 

middle class activity. A recent study conducted by Oxford University and the Human 

Development Report Office of the United Nations Development Program (UNDP) 

found out that  there are  421 million poor people in India, which is more than the 

poverty figure in 26 African poor countries combined (410 million) (UNDP Report, 

2010). This is approximately 42% of the total population of India. The relevance of 

microfinance surfaces in this context. Traditionally, the formal sector banking 

institutions in India have served only the needs of the commercial sector through the 

provisions of loans for middle and upper income groups. However, microfinance has 

emerged as a recent initiative by some new age banks in India through the practice of 

CSR targeting the rural poor. The ICICI Bank was the first bank in India to enter into 

the microfinance sector in 2002. This was followed by other banks, including HDFC, 

HSBC, ABN Amro and Axis Bank. At present there are six commercial banks 

operating in the Indian microfinance sector.  

 

 Opportunity for microfinance providers in India 

 

According to a draft report prepared by Intellecap, a capital advisory firm, the demand 

for microfinance in India has been projected at around US$20 billion. The figure 

indicates that microfinance is indeed a rapidly emerging market. Not to be left out, 

many banking institutions are reaching out to the financially deprived people through 

the microfinance route. A point of difference, though, in the way they do so is the 

concept of microfinance as part of CSR. Various banks provide disparate definitions 

of CSR. While some believe that CSR activities tend towards charity, others define 

them as a business proposition. Of the new age banks, ICICI, HSBC and ABN Amro 

include microfinance as part of their CSR initiatives. 

 

 



 19 

 The gap in the CSR research 

 

 There have been only a few studies undertaken in bank marketing relating to 

microfinance and CSR. Previous research on CSR was heavily focused on Western 

countries (Jamali and Mishrak, 2007). Microfinance programmes in developed 

countries seem to have a very low rate of success (Eric and Thruman, 2006) in 

contrast to developing countries like India. Microfinance is especially directed 

towards women, to allow them to buy initial goods that are needed to start or improve 

their small businesses. The result of research done over time shows higher repayment 

rates among women and higher level expenditure on family wellbeing has prompted 

gender lobbies to argue for targeting women in microfinance programmes (Mayoux, 

1995). The objective is to break the cycle of poverty, comprising low levels of capital, 

productivity, income and savings (Anderson et al. 2002). It is to be noted that 

microfinance has made a lot of unsubstantiated claims regarding sustainability, 

empowerment of women and poverty alleviation. Those promoting microfinance for 

women see it as initiating a ‘virtuous upward spiral’ of economic, social and political 

empowerment. Some researchers, based on research in South Asia, particularly 

Bangladesh, have questioned the degree to which microfinance services do in fact 

benefit women. Some have argued that for women in some contexts, programmes 

may even be disempowering, reducing women to unpaid debt collectors for 

development agencies, and increasing tensions within the family (Goetz and Sen 

Gupta, 1996). Some argue strongly that microfinance programmes divert resources 

and/or the attention of women themselves from other more effective strategies for 

empowerment (Ebdon, 1995). To some researchers even the percentage recovery of 

loans dispersed is not proof that microfinance initiatives are a big success. The truth 

behind the claims and counter claims are to be substantiated by new research. India is 

an ideal ground to figure out the truths because of the huge population making use of 

microfinance. This study intends therefore to clear areas of confusion regarding the 

effectiveness of microfinance and CSR.  
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1.4 Purpose of the study 

The purpose of this study is to investigate the extent to which consumers of 

Microfinance services perceive that there is a relationship between the type of 

financial services they receive and the principles that govern socially responsible 

practices. Specifically, the study investigates the extent to which managers and 

consumers of selected microfinance institution and new age banks in India perceive 

the financial services provided in the context of well known corporate social 

responsibility (CSR) principles. 

 

In order to achieve this, the study attempts to address the following : 

 Whether the present day microfinance programmes initiated by new age banks 

and Self Help Groups (SHG) under CSR activities are sustainable? 

 Whether these programmes are capable of breaking the poverty cycle? 

 Whether there are glocalisation programmes (catered locally based on globally 

derived ideas) and whether consumers are satisfied by the current level of 

glocalisation? 

 Whether consumers of microfinance under the CSR banner have repurchase 

intentions and if so why they do that? 

 

This study proposes to address the above questions by specifically assessing current 

MFI programmes and strategies deployed by new age banks (in one of the world’s 

largest communities of poor people) in India against the experiences (or attributions) 

and contentment (satisfaction) levels of the targeted poor.  

 

1.5 The research domain 

 

The research domain for this study is derived from the literature and theory. The 

theoretical framework for this study was developed from Legitimacy, Attribution and 

Stakeholder Theories. Attribution and Stakeholder Theories are used to study the 

consumers of microfinance. Legitimacy Theory was used to help gain an 

understanding of managers’ perspectives on MFI strategies pursued by banks. 
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 Theories behind the research  

 

 Legitimacy Theory is defined as a generalised perception or assumption that the 

actions of the entity are desirable or appropriate within some socially constructed 

system of norms, values, beliefs and definitions (Suchman, 1995). The focus of a 

legitimacy theory has always been the organisation, and the theory assumes a lot of 

managerial control over the legitimacy process (Pffer and Salncik, 1978; Richardson, 

1985, Oliver, 1990). For the purpose of this study, Legitimacy Theory is used to 

identify and explain the managerial attributes in relation to microfinance programmes. 

Companies have to come up with different products and services to satisfy the needs 

and wants of the society, which are always changing. Companies, when they 

introduce new products and programmes, should appease different stakeholder 

groups, especially the customers. In other words, the important stakeholder groups 

should grant legitimacy to the company actions. For example, in the case of banks that 

have microfinance ventures, one important issue is whether the banks are able to cater 

the MFI programmes according to the need of the customer. It is also important to 

know whether they take into account local market conditions. In other words, do they 

exercise a strong glocal orientation as opposed to a strong global orientation? 

Stakeholder Theory has been used by researchers in order to understand the reaction 

of stakeholders towards the initiatives of the firm. 

 

Freeman (1984) defines stakeholders as any group or individual who can affect, or is 

affected by, a firm’s objectives. Stakeholders of the firm include stockholders, 

creditors, employers, suppliers and public interest groups. Legitimate stakeholders are 

identified on the basis of implicit contracts between stakeholders and the firm 

(Donaldson and Preston, 1995). Consumers and employees of a firm are considered 

legitimate stakeholders. Stakeholder Theory suggests that firms broaden their 

objectives to include other goals in addition to profit maximisation. This motivation 

stems from the fact that addressing stakeholder needs might be correlated with the 

firms’ survival, economic wellbeing, competitive advantage, and trust and loyalty 

(Mitchell et al., 1997). According to Legitimacy Theory firms should constantly 

monitor the needs of the primary stakeholder in order to address their needs. Michel et 

al. (1997) developed a model of stakeholder identification and salience based on 
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stakeholders possessing one or more attributes of power, legitimacy and urgency. 

Frooman (1999) suggests that power is seen as an important stakeholder attribute. 

Legitimate stakeholders are identified on the basis of an implicit contract between 

stakeholders and the firm (Donaldson and Preston, 1995). Agle et al. (1999) suggests 

that stakeholder importance is positively related to the cumulative number of 

stakeholder attributes: power, legitimacy and urgency. Firms, according to this view, 

should give importance to those legitimate stakeholders who possess power and 

urgency. Consumers of the company are considered to possess these attributes. 

Failure to appease the consumers regarding the legitimacy of the organisations could 

result in many consequences, including a threat to sustainability. It is important for 

firms to understand the underlying thought process of consumers by understanding 

their attributes regarding the MFI programmes and the impact it makes on their daily 

lives.  

 

Kelley (1973) defines Attribution Theory as being about how people make causal 

explanations, of how they answer questions beginning with “why”. The theory 

attempts to describe the information people use in making causal inferences and how 

they use that information. The research in this thesis was closely linked to the object 

perception (proposed by Kelley), as the research was trying to identify the 

experiences (attribute) and the contentment (satisfactions) levels of the rural poor in 

relation to microfinance. 

 

 Study research question 

 

The basic research objective in this study was to assess the success of microfinance 

intervention programmes and strategies pursued by the new age banks in India under 

CSR. The managers of these banks are instrumental in developing and implementing 

microfinance programmes. It is pertinent to know what prompts managers to pursue 

CSR activities. In depth interviews with managers of the banks helped reveal the 

motivations behind the strategy. Consumers who are the beneficiaries of the 

microfinance ventures have low annual incomes and are located in remote villages. 

These groups of people have been largely neglected so far by financial institutions; 
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the microfinance initiatives by the bank provide a solution to this problem by giving 

access to the services for the rural poor. It would be critical to know the impact of 

these products on their daily lives. Are they able to break the cycle of poverty or are 

they plunging into more debt? Are they content with the level of services and products 

offered and how do the customers view the initiatives of the bank? Banks who pursue 

microfinance initiatives want to see their practices being perceived as legitimate by 

stakeholders, which would assist them in achieving sustainability in their operations. 

The study probes the legitimacy of these practices as viewed by rural consumers. On 

the basis of the above discussion, the research questions are stated as follows:- 

 

How effective are microfinance interventions and strategies under CSR by new 

age banks in India for sustainable development of the provider and in reducing 

poverty among customers? 

 

How do consumers and managers of microfinance services provision these in the 

context of CSR tenets? 

 

1.6 Justification of research 

 

 The microfinance sector globally has experienced tremendous growth in the 

past decade or so. As of 31 December 2005, 31,333 microcredit institutions 

reported reaching 113,261,390 clients, 81,949,036 of whom were among the 

poorest classes when they took their first loan. Of these poorest clients, 84.2 

percent, or 68,993,027, were women. Eight hundred and forty-seven of these 

institutions submitted an Institutional Action Plan in 2006. Together, these 847 

institutions accounted for 88 percent of the poorest clients reported 

(Microcredit Summit 2006). As disused earlier, an average of US$4 billion is 

invested annually in microfinance around the world (Zallaberg, 2006). The 

figures indicate the exponential growth of microfinance, making it one of the 

largest used financial services by consumers in the last decade (Microcredit 

Summit, 2006). The past two decades microfinance has advanced from a new 

concept to a successful tool for poverty alleviation (Carlin, 2006). There is 
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continuing debate on the effectiveness of microcredit. A few studies have even 

found that micro-credit has a negative impact on poverty; poor households 

simply become poorer through the additional burden of debt (Hulme and 

Mosley, 1996.Hulme,2007). However, most studies suggest that microcredit is 

beneficial, but only to a limited extent (Dichter, 1996). Researchers are now 

arguing for the need to cater microfinance products according to the different 

needs of the market. Given the debate on its effectiveness, its intensity of 

interest and the number of consumers and resources devoted to microcredit, it 

is reasonable to ask: how do consumers and managers attribute microcredit 

initiatives in developing countries like India, and what impact does the product 

have on the daily lives of consumers? 

 

 There have been numerous studies conducted on CSR, along different research 

streams, in the past few decades. However, very little attention has been given 

to the practice of CSR in developing countries. Many scholars have 

highlighted the Western-centric nature of academic publications on CSR 

(Jamali and Mirshak, 2007). According to Belal (2001), most of the CSR 

studies conducted so far have been in the context of developed countries, such 

as Western Europe and Australia. He highlights the importance of CSR 

research in developing country context given the valuable insights it can offer 

to Western scholars. Jones (1999) highlights the importance of national socio-

cultural environments and the level of national economic development as an 

important variable influencing CSR understanding and practice. This study is 

based in India, which is a developing country with more than 1.1 billion 

people. The direct consumers of microcredit programmes come from diverse 

social, cultural and low economic backgrounds.  

 

 Bank managers are increasingly becoming marketing oriented, it can be 

expected that they will address social responsibility issues to a greater extent 

than in the past, as a means of appealing to the desires of customers and other 

publics. Many bank codes of ethics now refer to social responsibility matters 

(David and David, 2003). In total, these indicators signal a change in attitude 

from a focus on profit-making towards a more socially responsible orientation. 
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Traditionally, banks have avoided providing services to the poor. However, a 

recent trend has been to promote borrowings to the rural poor through 

microfinance programmes. The ICICI bank, one of the leading commercial 

banks in India, has ventured into the microfinance sector. The bank claims the 

motivation behind this venture is to identify and support initiatives designed to 

improve the capacities of the poorest of the poor to participate in the larger 

economy (Duggal and Singhal, 2002). Similar claims have been put forward 

by other new age banks in India, including HSBC and ABN Amro. However, 

to date, no proper evaluation of these initiatives has been made by an external 

agency or a researcher. In marketing literature of the banks, aspects of 

corporate social responsibility, such as more direct targeting of ethnic groups 

in marketing communications, green marketing and cause-related marketing 

programmes, are considered (Donaldson and Dunfee, 2002). There is limited 

research on microfinance initiatives by commercial banks and, more 

importantly, the consumer responses to these initiatives. A study that 

investigates the actions, attitudes and attributions of managers and customers 

towards CSR from a developing country like India will add a new dimension 

to the literature.  

 

 An area limited in the literature is consumer responses to CSR (Mohr et al., 

2001). Previous researches on consumer responses on CSR have found that 

consumer responses to CSR can be different (Barone et al., 2000, Brown and 

Dacin, 1997, Creyer and Ross, 1997, Sen and Bhattacharya, 2001, Ellen and 

Deborah, 2006). Most of the studies conducted looked at consumer 

perceptions of CSR initiatives. Attributions are important because they form 

the basis of revision and updating of enduring and central consumer 

judgments, such as brand evaluations (Folkes et al., 1987). The study looks 

into the consumer and manager attributions regarding CSR initiatives pursued 

as part of the MFI strategies. 
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1.6.1 Relevance of the study in India 

The study is based in states of India, namely Kerala and Tamilnadu. The population of 

these two states is about 9% of the total population. A country like India which has a 

population of 1.2 billion people and 41.6 percent of the population remaining below 

poverty line, Microfinance has immense potential .The World Bank estimates that 

41.6 percent of India's population lives below $1.25 per day and 75.6 percent live 

below $2 per day (Haub and Sharma, 2010).  People in India have different social, 

cultural and educational backgrounds. The direct consumers of microcredit 

programmes come from low economic backgrounds. Given this diversity, the results 

of the research would provide valuable insights into how consumers in the developing 

nations think about CSR initiatives pursued as part of MFI strategies. 

 

1.7 Methodology 

1.7.1 Target population 

The target populations of interest for this study are the customers and managers of 

new age banks and microfinance institutions in the state of Kerala and Tamilnadu in 

India. The rationale for this selection is that the microfinance institutions experienced 

accelerated growth in both the States. The two different States are located in the 

southern part of India and are very similar in most of the aspects. However, the major 

differences are in terms of language and literacy rate. Both the States could be 

considered to form the target population despite the subtle differences between the 

two. 

1.7.2 The approach 

The approach of the study was to determine consumer experience and contentment 

with regard to the microfinance initiatives of the bank. The sampling frame for the 

study were consumers in the rural area of Tamilnadu and Kerala, who are the 

beneficiaries of the bank’s microfinance, and the managers, who are concentrated in 

the urban area and who are in charge of implementing microfinance programmes. A 

cluster sampling approach was followed, with each State representing a cluster. The 

cluster sampling approach can be based on the any natural occurring grouping 

(Saunders, et al, 2008).  In the case of cluster sampling usually the practice is to select 
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the clusters at random, however in this case the States have not been selected at 

random. 

 

1.7.3 Tools used in this study 

To achieve this aim, the study utilised a mixed research approach method. This 

approach involved the use of an instrument that is essentially quantitative in design 

with respect to the customers, and one that is essentially qualitative in design with 

respect to the managers. Managers’ attributions of CSR commitment was collected 

using in-depth semi-structured interviews and consumer (CSR) evaluations of CSR, 

and (dis)contentment data was collected using modified Lundstrom & Lamonth 

(1976) scales.  

 

Whilst data from the interviews was subjected to qualitative and descriptive analysis 

techniques, the structured survey data, with open-ended question, was subject to 

appropriate multivariate techniques and thematic analysis to ascertain levels of 

(non)significance of the relationship between banking practices and CSR principles. 

The data from the consumers was collected from the Self Help Groups in charge of 

the microfinance programmes and the interviews with managers were based in bank 

branches. Customers of microfinance were selected through SHGs of each cluster 

(State) by a random sampling approach.  

 

 

1.8 Outline of this report  

 

The aim of this thesis is to assess current MFI programmes and strategies deployed by 

new age banks in India. The samples were drawn from the state of Tamilnadu and 

Kerala in India. The thesis is organised around the following chapters. Chapter 2 

critically reviews the microfinance sector and the banking industry. The chapter 

focuses on the development of microfinance in India and also examines generally the 

banking industry in India. 
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Chapter 3 presents the literature review; theory and hypothesis development. First, the 

chapter reviews the background literature in CSR, identifies different research streams 

in the literature and then reviews significant recent studies undertaken in CSR. 

Importance is given to reviewing studies related to primary stakeholders and CSR. It 

develops the theoretical framework and model for this study based on Legitimacy, 

Stakeholder and Attribution Theory. Finally, the hypothesis for the study is stated and 

discussed. 

 

Chapter 4 discusses the way in which the research is to be conducted. The chapter is 

divided into three main functional areas. The first includes the design of the study, the 

choice of the nation, respondent subjects and measurement issues. The survey 

instrument is discussed in detail as a part of the first section. Then the method of 

distribution and collection of surveys are discussed. Finally, plans of analysis of data 

as well as an overview of the statistical test implemented are discussed. 

 

Chapter 5 and 6 discusses the results of the research. The main focus of Chapter 5 is 

the presentation of qualitative and quantitative results. In Chapter 6, Likert scale 

statements are analysed to test the (dis)contentment of customers on various issues 

and after that hypothesis is tested. 

 

Chapter 7 discusses the conclusions, contributions and implications of the study. The 

final chapter acknowledges the limitations of the study, which is expected to have an 

important bearing on the conclusions and implications. Finally, the chapter will 

identify and suggest areas for future research. 

1.8.1 Validity and Reliability of the Instrument 

 

This study used a tested instrument known as the Lundstrom and Lamont’s (1976) 

scale of (dis)contentment. The instrument has been tested for validity and reliability 

and has also been used by other researchers. 
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1.9 Definition of Terms 

 

Terminology adopted by researchers can often be open to interpretation, so key and 

controversial terms are defined to establish the positions taken in this thesis. 

 

Corporate social responsibility  

Corporate social responsibility is the notion that corporations have an obligation to 

constituent groups in society, other than stockholders and beyond, that are prescribed 

by law and union contracts. The obligation is voluntary and is broad, extending 

beyond the traditional duty of shareholders, to other societal groups such as 

customers, employees, suppliers, and neighbouring communities (Jones, 1980).  

 

The stakeholder concept 

Freeman (1984) defines a stakeholder as a group or individual who can affect, or is 

affected by, the achievement of the firm's objectives. Stakeholders of the firm include 

stockholders, creditors, employees, customers, suppliers, public interest groups and 

governmental bodies (Freeman, 1984). Ansoff (1969) was the first to use the term 

"stakeholder theory" in defining the objectives of the firm. A major objective of the 

firm is to attain the ability to balance the conflicting demands of various stakeholders 

in the firm (Ansoff, 1969). 

 

 

 Corporate citizenship 

Corporate citizenship is defined as the operating practices that companies evolve with 

in respect to their stakeholders, particularly the primary stakeholders (Waddock, 

2004). 

 

Corporate identity 

Corporate identity is defined as the impression, image and personality that an 

organisation presents to its stakeholders (Schmitt and Pan, 1994). 
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Corporate associations 

CSR associations are defined as those associations that reflect the organisation’s 

status and activities with respect to perceived societal obligations (Brown and Dacin, 

1997). 

 

Retail banks 

In this study, retail banks are defined as organisations that provide financial products 

and services to personal consumer markets (Nicholas, 1982). 

 

New age banks 

New age banks are defined as those banks in India that are characterised by a strong 

emphasis on the retail side of banking as well as their use of technology. In other 

words, their way of operation is not different from those witnessed in the USA or 

Europe (Prahlad, 2005). The ICICI, HSBC, Axis, ABN Amro, HDFC are institutions 

considered as new age banks in India. 

 

Microfinance  

Microfinance is defined as the provision of financial services to poor people to help 

them start or to strengthen their business (Schreiner and Woller, 2003). 

 

 

Self Help Group (SHG) 

SHG is defined as a group of 20 women from the same village whose individual 

annual income is below the poverty line (people living under US $1 a day). 

 

Glocalisation 

Glocalisation refers to the degree to which microfinance institutions are able to cater 

to local preferences and needs of the consumer by integrating globally derived and 

locally acceptable ideas.   
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1.10 Possible limitations and key assumption 

 

 This thesis is limited to one nation and more specifically to two particular 

States. 

 The study is confined to only one industry, ie, the banking industry. 

 A country like India has different subcultures within different States. The 

customers may vary in different aspects within the States in India (for 

example, different dialects, religion, and castes). The sample selected for this 

study may not be representative of the State culture. 

 The information which determines the attributions (experiences) and 

satisfaction of the respondents is collected only once. This study does not 

account for any changes over time in the populations or their interest. 

 Whilst there are a few commercial banks engaged in microfinance the 

information collected is from the customers of only two commercial banks. 

The bank selection is based on two important criteria. First, if the mode of 

operation fits into the definition of new age bank, and the second is based on 

the degree of microfinance activities that they are engaged in the states of 

Kerala and Tamilnadu. 

 Even though the Survey is assuring complete secrecy regarding the identity of 

the respondents it is natural that the respondents, at least some of them may 

have been reluctant to express their true opinions. They may also have gone 

along with the majority. In short social desirability bias or acquiescence bias 

might play some part in the answers to the survey thereby distorting the truth. 

 

1.10.1 Assumptions 

The consumer and manager attributions regarding the CSR initiatives, which are 

pursued as part of the MFI strategies, is the same for other commercial banks engaged 

in the microfinance sector in India.  
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1.11 Conclusion 

 

This chapter lays the foundation of the thesis. The chapter provides the background of 

the study, the purpose of the study and introduces the research questions. Then the 

research is justified, methodology is briefly presented, the thesis is outlined, terms are 

defined and the limitations are underlined. 
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Chapter 2  

Microfinance  

2.1 History of Microfinance 

Microfinance has a long history although this term came into prominence only in the 

recent past. Microfinance has been in operation in different countries though it has 

taken slightly different forms. This chapter begins with a discussion of the 

microfinance industry and provides a better understanding in terms of the growth 

opportunities, challenges, criticisms the industry is encountering. The latter section of 

this chapter discusses the history of microfinance in India and the major players 

involved in the Indian microfinance sector. 

2.1.1 Mutual fund credit societies 

Microfinance refers to the provision of financial services to poor people to help them 

start or to strengthen their business (Schreiner and Woller, 2003). Microfinance is a 

relatively new term; however, the concept of microfinance is not new. Most societies 

and cultures have a long and rich history of traditional or informal savings and credit 

arrangements. The “Susus” and “Tontines” of West Africa, the “Chitfunds” of India, 

the “Tandas” in Mexico have operated for centuries (Cunningham, 2000). The 

precedence of microfinance lies in many traditional and informal systems of credit 

that have existed in developing economies for centuries. Many of the current practices 

are derived from the community-based mutual credit transactions that were originally 

based on trust, and peer based, non-collateral borrowing and repayment systems. The 

first microfinance organisation started in South Asia approximately 30 years ago. 

Since then they have spread to Latin America, Southeast Asia, Africa, China and the 

economies of the former Soviet Union (Remenyi, 1997). 

 

2.1.2 International NGOs and microfinance 

Donor agencies, international non-government organisations (NGOs), universities and 

research institutions have played a major role in mainstreaming microfinance 
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programmes. The most famous microfinance organisations are the Grammeen Bank 

of Bangladesh and the Bangladesh Rural Advancement Committee (BRAC). Both 

were established in the late 1970s as pilot projects. The microcredit innovations in 

Bangladesh, Bolivia and Indonesia demonstrated the success of micro lending to the 

poor without collateral requirements. A number of these institutions experienced 

sound growth in the late 1970s and 1980s. However, the success of these institutions 

was only known to the outside world after a lag of time. As a result, microfinance 

achieved only limited attraction in the 70s and 80s regardless of the successful models 

practised in different countries. In the 1990s, microfinance was given much attention 

by governments, donor agencies and other opinion leaders in both industrial and 

developing countries. The world development report by the World Bank in 1990 

suggested an approach that was market friendly and also recognised the importance of 

direct interventions to reduce poverty. In this approach, sustainable reductions in 

poverty could be achieved through a dual strategy of promoting the productivity of 

the poor and providing basic social services to them (World Bank, 1990). These 

interventions demonstrated techniques for lending to the poor with better outreach and 

cost recovery (Rhyne, 2001).  

 

2.1.3 Universal Appeal of microfinance 

Microfinance is seen as an important means of increasing the productivity of the poor, 

and it also helps to address the market failure of credit markets (Joseph, 1993). In 

1995 The World Bank initiated the formation of the Consultative Group to Assist the 

Poorest (CGAP) to increase the resources devoted to microfinance. CGAP has more 

than 30 members, comprising of international financial institutions, development 

agencies and donor agencies (McGuire and Conroy, 2000). In 1997 the first 

microcredit campaign was held in Washington DC. The summit was attended by more 

than 1500 organisations from 137 countries, including a number of Heads of State. 

The summit launched an ambitious 9-year campaign to reach 100 million of the 

world’s poorest families by 2005. The Microcredit Summit saw microfinance as 

having enormous potential for reducing poverty (Microcredit Summit, 1997). 
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The universal appeal of microfinance stemmed from its ability to reach the poor 

without collateral security and improved repayments rates, which is often described as 

a win-win situation. According to the report submitted by the Microcredit Summit 

Campaign, as of December 31, 2004, 3164 microcredit institutions had reached 92.27 

million clients. Microfinance is not confined to NGOs or government agencies. Now, 

commercial banks and other profit-centred institutions are entering this sector. The 

popularity of microfinance among different donors arises because they believe that 

involvement in microfinance programmes helps them retain credibility as a 

development agency (Remenyi and Quinones, 2000). This can also be a possible 

reason for the entry of commercial banks into the microfinance sector, as this provides 

them with an opportunity to demonstrate their commitment towards CSR. This helps 

them to be good corporate citizens while also achieving profits. However, 

microfinance programmes have their fair share of criticism from researchers. This is 

discussed in the next section. 

 

2.2 Criticism on microfinance 

2.2.1 Lack of sustainable practices 

As their popularity grows, microfinance programmes face a growing number of 

critics. The critics have not denied that microfinance institutions can and should 

become sustainable; however, they have questioned the impact of microfinance on 

poverty reduction and the sustainability of those programmes. With micro lending 

being practised by a range of institutions in over 100 countries, from the richest to the 

poorest, this calls into question the extent to which lessons can be applied to different 

contexts. Furthermore, most micro lending programmes depend significantly on 

donors, as they are often highly subsidised (Adams et al., 1984). Therefore, even if 

microfinance programmes reach the poor, they may not be cost-effective and hence, 

perhaps, not worth supporting as a means of transferring resources.  
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2.2.2 Limited growth potential 

Others contend that the micro enterprises supported by these programmes have 

limited growth potential and so will not have a sustained impact on the poor. Rather, 

it is argued, microcredit programmes make the poor economically dependent on the 

programme itself (Bouman et al., 1989). Moreover, in practice, microcredit may still 

not reach the very poorest, as some borrowers experience credit rationing in 

microcredit programmes, including inequality in terms of benefits and loan sizes and 

limited access to service (Baydas et al., 1997, Joseph, 1993). Dale Adams of Ohio 

State University is of the opinion that the microfinance movement encourages poor 

households to take on loans that they may not able to service. This view is supported 

by further studies conducted by Snow and Buss (2001). Gonzalez Vega (1998) 

questions the goals and expectations established by the Microcredit Summit. He 

argues that these goals are based on wrong assumptions of the role of finance and 

disregards the difficulties in expanding the financial system to include the poor 

(Gonzalez-Vega, 1998). 

2.2.3 Social and economic problems created by Microfinance 

Some studies have pointed to several social and economic problems in some of the 

programmes. Some of these are: 

 

1. High interest rates (Hassan, 2002). 

2. Risk of ending up in a circle of debt (Snow and Buss, 2001). 

3. Fragility of credit financed household (Floro and Dymski, 2000). 

4. The risk of free-riding and conflicts between villagers and gender (Hassan, 

2002). 

 

 From the different opinions and result of researchers, it is clear that there is 

considerable disagreement about the potential of the microfinance movement. Despite 

all the criticisms on microfinance, this sector continues to grow. The major providers 

in the microfinance sector are NGOs. 
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2.3 Non-Government Organisations: a provider of microcredit 

2.3.1 Entry of NGOs as intermediaries and their beneficial role 

Non-government organisations play an important role as the vehicle for microfinance 

across different countries. Researchers have come up with various reasons behind the 

success of those NGOs. According to Bhatt (1998), NGOs establish a close linkage 

with civil society, the approach is more participatory, and they include community in 

their decision-making and in the governance aspect of financial service delivery 

(Bhatt and Thorat, 1998). NGOs also provide the poor with non-financial services, 

such as training and technical assistance related to adult literacy, health and business 

practices. NGOs are generally recognised as operating on the principles of trust, 

generosity and ideology, and are thus considered to be a reliable agent for serving the 

poor compared to government or private sector organisation (Rose 1996). One of the 

successful NGO models in microfinance is Bangladesh Rural Advancement 

Committee (BRAC). The organisation started in 1972 with a special focus on 

rehabilitating rural women and children after the country’s war for independence. 

BRAC’s credit programme has so far disbursed US$ 5,265.50 million with a 99.31% 

recovery rate where no collateral is required (http://www.brac.net/content/annual-

report-and-publications).  

2.3.2 The other side 

The success of BRAC has come at the cost of heavy dependence on donor subsidies. 

Most of the NGOs depend on donor agencies for their survival. This is one of the 

weaknesses of this provider in attaining sustainability. According to Schmidt et al. 

(1996), NGOs fail in their microfinance venture because they are inefficient and do 

not take deposits. A few have found ways to asses the risk related to providing loans 

to the poor and to identifying their creditworthiness. Most of the NGOs fail to monitor 

and enforce payments at a price that covers the costs. Another criticism regarding 

NGO operations is that they cannot meet the demand for microfinance services 

(Almediya, 1996). One recent trend is the increasing number of commercial banks 

from developing nations entering the microfinance market (Baydas et al., 1997). 

Hassan (2002) argues that the failure of government and other aid agencies in 
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providing finance for the poor has created an opportunity for the formal banking 

sector to enter into the microfinance arena. 

 

2.4 Commercial Banks and Microfinance 

2.4.1 Commercial angle of microfinance 

The non-availability of a large number of microfinance NGOs and the appeal of the 

financial services approach to microfinance have led observers to consider 

institutional alternatives for delivering financial services to the poor on a sustainable 

basis (Bhatt and Tang 2001). Increased competition in many countries has forced 

banks to diversify into new markets. The banks providing microfinance can be formed 

out of successful NGOs, or by establishing new banks or using existing commercial 

banks for microfinance operations. NGOs with a large client base in microfinance are 

transforming themselves into regulated banks, or specialised financial institutions 

offering micro loans and accepting micro deposits. The Bancosol Bank in Bolivia is 

cited as an example of how an NGO can successfully transform itself into a profit-

making financial institution (Gonzalez Vega, 1998). Baydas et al., (1997) suggest that 

commercial banks should enter the microfinance sector to improve their public image 

and profits. This study assesses the impact of microfinance interventions of the ICICI 

bank by surveying both managers and customers of the bank.  

 

2.4.2 Role of central banks 

The entry of banks into the microfinance market has been facilitated by donor-funded 

loan guarantees, central bank rediscount lines and specialised technical assistance. 

Although the initial funds for loans frequently come through donor-intermediated 

sources, commercial banks are now beginning to draw on their own deposit sources 

for a growing share of their total funds for micro loans. In countries like India 

microfinance is a priority sector and this forces commercial banks to provide loans to 

the poor. 
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2.4.3 Realisation of a win-win situation 

In some countries, banks are already large providers of micro loans (Almeyda, 1996). 

These banks have realised the potential of making good profits from microfinance 

because of the high percentage of recovery. Critics suggest that the objective of profit-

making of commercial banks through microfinance is a departure from the social 

intermediation practised by most NGOs. It is argued that most credit and savings led 

programmes neither enhance social returns nor boost the economic productivity of 

micro entrepreneurs (Dichter, 1996). Others fear that profit motives might lead 

microfinance programmes to abandon rural populations in favour of urban ones. This 

would provide the dual advantage of low cost service delivery and a less risky 

clientele (ChaoBeroff, 1997). 

 

Commercial banks, with their extensive networks, technology, infrastructure and 

access to capital, can play a greater role in promoting microfinance services. The Citi 

Group, Deutsche Bank, ING, ABN Amro and the Standard Chartered Bank are 

already serving the microfinance sector through direct and indirect financing (Latifee, 

2007). A brief overview of the financial sector in India after independence will be 

discussed in the next section. This will help gain an insight into the financial market 

of the country and will help to identify the major players in the market. 

 

2.5 Banking System in India 

2.5.1 A brief history of the banking system in India 

Prior to independence from Britain, the banking system in India was entirely private 

and largely family operated. In the pre-war period, the family-run banks often 

invested in new ventures. After independence in 1947, the Reserve Bank of India 

(RBI) and the State Bank of India were nationalised, with the State Bank of India 

continuing to play the role of banker to government agencies and companies. Then, in 

1969, the next 14 largest banks were nationalised. With the State Bank of India, the 

State controlled 90 percent of all bank assets. The nationalised banking system 

became an instrument of social policy. During 1969–91, the financial position of the 

banks progressively weakened due to loss-making branch expansions, ever-
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strengthening unions, overstaffing, and politicised loans. Until 1991, depositors were 

reluctant to use banks because, although their savings were safe, the government set 

deposit interest rates below the rate of inflation. By 1991, the entire bank system was 

unprofitable and nearing collapse (Banker, 1998). 

2.5.2 Economic liberalisation and its effect on the banking sector in India 

The banking system in India is now in a state of significant change. This began with 

the economic liberalisation policies that were established in 1991 (Bery, 1994). These 

policies helped to reduce the barriers to entry to the financial markets and paved the 

way for private bank entry into this market. While the process began in 1991, it was in 

1993 when the Reserve Bank of India presented new guidelines for new entrants into 

the banking market. Despite this, the movement towards allowing new private banks 

to enter has been slow, with nine new banks being formed. Fewer than 10 percent of 

the banks in India are currently private, with the remainder being State owned 

(Banker, 1998).  

The Reserve Bank of India continues to move toward greater economic liberalisation. 

The Indian Monetary and Credit Policy adopted in early 1997 has broad economic 

implications. With regard to the banking sector, this policy contains provisions 

designed to allow banks even greater freedom (Kaushik, 1997, Thacker, 1997).  

 

2.5.3 New age banks in India 

The new age banks in India are characterised by a strong emphasis on the retail side 

of banking as well as on their use of technology. In other words, their way of 

operating is not different from that witnessed in the USA or Europe. The ICICI Bank, 

which has been selected for the purpose of this study, is a new age bank, along with 

HDFC, HSBC, Axis, and ABN Amro. The ICICI Bank was the first bank in India to 

launch a website, in 1996, and the first bank to launch internet banking in 1997. The 

bank launched online bill payment in 1999 and now is the only bank in India which 

has more than 1 million online customers (Prahalad 2005).  
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2.5.4 Three tier system of banking in India 

In short, the formal financial sector of India has many players competing at different 

levels and serving customers from different social, economic and cultural 

backgrounds.  

 

The Indian banking system has three distinct tiers. The first tier consists of 

commercial banks, of which there are approximately 80. In the next tier are regional 

rural banks that operate in 200 rural command areas. The last tier consists of 

cooperative and special purpose rural banks. There are around 350 central cooperative 

banks, 20 land development banks and numerous agricultural credit societies (RBI, 

2003). The increasing number of players in the market adds to its complexity. Despite 

the numerous institutions serving the financial sector, the rural customers of India still 

remain largely unattended. 

 

2.6 Financial sector in Rural India 

2.6.1 Need for rural credit in India 

India, after independence in 1947, tried to establish a national system for agriculture 

finance. The focus was to promote growth without exploitation and to create savings, 

and credit institutions to serve farmers. India inherited the credit cooperatives from 

the colonial era. The All-India Debt and Investment Survey, conducted by the Reserve 

Bank of India in 1951, found that 93 percent of rural households relied on informal 

finance (Bouman et al., 1989). This result triggered a strong political commitment to 

establish a formal sector in finance to resolve the issue (RBI, 1954). During the 1950s 

and 1960s government actively promoted the cooperative sector to provide an 

institutional alternative to local money lenders (RBI, 1954). In the mid 1970s India’s 

financial system went through another expansionary stage with the establishment of 

regional rural banks (RRB) at the district level and farmers service societies at the 

village level. Even though the number of bank branches tripled from 1969–1979, the 

government considered rural access to be too low at 37,000 people per rural bank 

branch. This prompted the nationalisation of seven commercial banks to extend the 

outreach in rural areas (Nagarajan and Meyer, 2000). According to the Reserve Bank 
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of India, by 1998 India had a total of 64,547 RRB branches, with 17,000–21,000 rural 

citizens per bank branch. However the RRB has proven to be financially 

unsustainable and inefficient in loan delivery (Bhatt and Thorat, 1998). Out of the 428 

million deposit bank accounts in the country only 30 percent are in rural areas. The 

rural population in India is around 741 million. This makes the penetration level of 

banks as low as 18 percent (Duggal and Singhal, 2002). In short, banking in India is 

very much focused on upper income groups.  

 

2.6.2. Reason for priority lending programmes 

The Reserve Bank of India has been deeply concerned at the disparity between urban 

and rural consumers of India. RBI has a Rural Planning Credit Department (RPCD) 

that is directly responsible for the flow of credit to rural, agricultural and small scale 

sectors. The RBI also has a fully-owned subsidiary called the National Bank of 

Agriculture and Rural Development (NABARD), which encourages the increase in 

rural banking and coordinates the financing of rural development projects. The RBI, 

through the RPCD and NABARD, has instituted several policies to encourage rural 

banking (RBI, 2003). These policies are directed towards private sector banks and 

encourage them to focus on rural customers. In other words, RBI regulations in the 

banking sector have forced commercial banks to focus some of their attention onto the 

rural financial market. Microfinance provides an opportunity for the commercial 

banks to focus on the rural poor. The policies of RBI regarding rural credit may be 

one of the reasons why the new age commercial banks like ICICI have entered the 

microfinance market. The ICICI Bank has always taken the position that they are 

using microfinance to support the downtrodden and that they are good corporate 

citizens (Prahald 2005). A similar view is taken of HSBC and ABN Amro. 

 

2.7 Microfinance in India 

2.7.1 Early history of microfinance in India 

The inability of the formal sector banking institutions to reach the rural population has 

helped the microfinance sector to emerge as a potential solution to bridging the gap 

between supply and demand of rural finance. In India, microfinance has taken the 
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form of subsidised loans on government supported poverty elevation programmes and 

various NGO led endeavours. The RBI, in 1991, through National Bank for 

Agriculture and Rural Development (NABARD), started a pilot project for providing 

microcredit to the poor by linking SHG with banks. This move marked the official 

beginning of microfinance in India (RBI, 2004). 

 

2.7.2 Self Help Groups and financial intermediaries 

The government of India has promoted the growth of self-governing NGOs and has 

encouraged domestic development of financial institutions to collaborate with them. 

In India, delivery of microfinance by NGOs has taken two popular forms. One form is 

the formation of SHG and the other is that NGOs act as financial intermediaries (EDA 

rural system, 1996). 

 

The SHG is organised by an NGO and consists of 10–12 people with similar socio-

economic and demographic characteristics. As of 2002 there were one million SHGs, 

with 17 million members (Ashe 2002). The purpose of an SHG is to help members 

save small amounts of money on a regular basis so as to create an internal insurance 

to draw on in times of emergency (Hanning and Mugwanya, 1999). Since 1992, the 

NABARD has experimented with creating linkages between SHGs and Banks, such 

that the banks lend through an NGO or directly to the SHG. In 2003, over 444 banks 

were participating in microfinance linkages, with 717,360 SHGs and the SHG–Bank 

linkage model had served an estimated 7.8 million low income households 

(NABARD, 2003). NABARD hopes to reach one third of India’s rural population 

through the establishment of one million bank-linked SHGs by 2008 (Bansal, 2003). 

 

 A second model is where NGOs act as financial intermediaries. More than 500 NGOs 

serve as financial intermediaries themselves by brokering funds between banks and 

low income borrowers (Tsai, 2004). There are also a handful of cooperatives involved 

in microfinance, such as Shree Mahila Sewa Sahakari Bank (SEWA), the Indian 

cooperative network for women in the State of Tamilnadu and Cooperative Credit 

Societies associated with the Cooperative Development Foundation.  
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2.7.3 Liberalised control by RBI 

Overall, microfinance institutions in India have not been subject to stringent 

regulations, especially those that are not registered as cooperatives and non-banking 

finance companies. A study conducted by Siebel and Dave (2002) reveals that the 

repayment rate of SHG groups in India is more than 95 percent, and the reduction of 

costs to bankers is around 40 percent compared to earlier loans (Siebel and Dave, 

2002). 

 

Given the developmental contribution of microfinance institutions, the Reserve Bank 

of India has not enforced Section 45S of the RBI Act, which prohibits savings 

mobilisation from the public without RBI permission. The financial liberalisation 

since 1991 has loosened interest rate controls on microcredit, which offers MFIs in 

India the space to structure loans in a financially self-sustainable manner. In short, 

NGOs play a more successful role in the Indian microfinance market as opposed to 

trends in different countries. However, the massive credit market below the poverty 

line in India has left many clients unattended. This provides an opportunity for 

commercial banks to tap into the sector. 

2.8 Commercial banks involved in the Indian Microfinance Sector 

2.8.1 Structure of microfinance in India 

 Commercial banks are involved in microfinance in many ways: government-

subsidised lending programmes through the banks, government-mandated lending 

targets met by banks subsidising interest rates, government-mandated lending targets 

with banks charging commercial interest rates, and microfinance as a profitable 

business (Conroy et al., 2000). In India, all models are present. However, this study 

focuses on the latter model, where the new age banks consider microfinance as an 

opportunity to serve the rural poor and also to make it a profitable venture. 

 

Banks in India have entered the microfinance lending market, and many are 

partnering with regional microfinance institutions. Increasingly, loans as small as 

US$100 are being made by mainstream Indian banks such as the ICCI, HDFC, HSBC, 

ABN Amro and Axis institutions. Founded in 1977, the HDFC had net income for the 
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2009-2010 financial year of about US$628 million and 24 rural partners (HDFC, 

2010). The Mumbai-based Axis began in 1994, and is 72 percent publicly-owned. It 

had net income in 2009-2010 of US$385 million, and operates 450 branches and more 

than a thousand ATMs throughout India. In its Annual Report for 2005–2006, 

reference is made to increasing microfinance activities by offering new services to 

rural clients. ABN Amro is a relatively new entrant in the microfinance sector; 

however, the bank has set ambitious targets in relation to the sector and wants to be 

among the top five funding institutions of microfinance in India.  

2.8.2 The ICICI Bank 

The ICICI Bank, which is one of the banks selected for this study, so far has been the 

largest private sector bank in India. The ICICI Bank had a net income in 2009-2010 

financial year of about US$761 million, and operates more than 614 branches and 

2200 ATMs. The bank has a strong presence in the microfinance sector, making it the 

leader in the sector among commercial banks in India. The ICICI Bank is India's 

second-largest bank with total assets of Rs.3,446.58 billion (US$79 billion) at 31 

March 2007, and had an after tax profit of Rs.31.10 billion. The ICICI Bank offers a 

wide range of banking products and financial services to corporate and retail 

customers through a variety of delivery channels. The bank currently has subsidiaries 

in 17 nations including the United Kingdom, Russia and Canada (ICICI, 2010).  

 

2.8.3 Integration of microfinance and CSR by banks 

A few banks have included microfinance as part of their CSR initiatives in India; they 

define it as an economic building activity. HSBC, for instance, undertakes 

microfinancing via MFIs, under its span of CSR activities. According to the group 

general manager and country head in India, Naina Lal Kidwai, "We provide the loans 

to MFIs who distribute it. Our microfinance loan interest rates are in the range of 8 

percent to 10 percent. It is a CSR activity as we lend at lower than market rates.”  

 

ICICI Bank describes its act as promoting sustainable development. The bank lends to 

microfinance organisation and SHGs at 11 percent to 13 percent. Their twin motive is 

to provide access to finance and to improve livelihoods. According to Nachiket Mor, 
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deputy managing director, “The banking system thus far, was not able to internalise 

lending to the poor as a viable business activity, but looked at it as a mere social 

obligation. We wanted to change that.” ABN Amro bank pursues microfinance as part 

of their CSR. Moumita Sen Sharma, the head of microfinance in India says, “For the 

ABN Amro, microfinance as a business oriented way of helping people,” and calls 

CSR activities tools for sustainable development (ABN Amro, 2007). This view is 

very similar to the ICICI bank. 

 

However, other banks in India take a different view on microfinance. For example, 

Standard Chartered Bank firmly believes that microfinance does not form any part of 

the CSR activity, defining CSR as philanthropic. According to Joseph Silvanus, 

Regional Head of Development Organisations, "Microfinance is an emerging business 

proposition. It forms a small part of the bank's balance sheet. We don't believe in 

subsidising funds. Our rates are in the range of 10 percent to 11.5 percent." Public 

sector banks promote financial inclusion which is in line with the model prescribed by 

the Reserve Bank of India. According to a State Bank of India official, “Microfinance 

is definitely not a CSR activity. It forms a part of the priority sector lending.”  

 

2.9 Justification of selection of New Age Banks for the study 

2.9.1 Selection of ICICI Bank and ABN Amro for the study 

 ICICI bank and ABN Amro have explicitly stated in their mission statements that 

they are pursuing microfinance as part of their CSR. For example, ICICI bank states 

that they identify and support initiatives designed to improve capacities of the poorest 

of the poor to participate in the larger economy (Duggal and Singhal, 2002). They 

have outlined that one of their strategic goals is to support the downtrodden as a good 

corporate citizen (Prahald, 2005). The banks have ventured into the microfinance 

sector to achieve these goals. Despite the commercial nature of the banks and the 

heavy competition in India’s financial sector, the statements indicate that these banks 

are trying to make a difference by positioning themselves as responsible corporate 

citizens through their CSR initiatives in the form of microfinance. This strategy of the 

banks fits well into the scope of this study, which measures consumer attributions 

(experiences) and satisfaction on microfinance programmes. 
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2.9.2 Role of ICICI Bank 

ICICI Bank has been the most successful private sector bank in India. The bank has a 

wide range of clientele, as it has a strong urban and rural presence. ICICI Bank has 

more than 1 million online customers. The bank has also a strong presence in rural 

areas of India through their microfinance initiatives. The strong rural presence of the 

bank would aid in the richness of data. 

2.10 Conclusion 

This second chapter reviewed the growth of the microfinance sector with emphasis on 

the Indian financial market. The chapter provided the background of the banking 

industry in India. The different views of researchers on microfinance were discussed. 

In the final section, the choice of ICICI and ABN Amro Bank for this study was 

justified. 



 48 

Chapter 3 

Literature Review 

3.1 Introduction  

 

The objective of this chapter is to develop the theoretical framework for the study, 

conduct a literature review on CSR and formulate hypotheses for the study. The 

chapter is presented in three parts. Part 1 of the study discuses the literature on CSR 

and identifies the different research streams, and also includes a discussion on 

relevant studies related to banking. In part 2 the theoretical framework of the study is 

developed, by combining Legitimacy, Stakeholder and Attribution Theories. The 

model and hypotheses for the study is developed in the final part (3) of this chapter. 

 

3.2 Background to CSR 

3.2.1 Evolution of CSR 

Businesses have always faced questions about their motives about whether they 

should be concerned with issues other than profitability. In other words, the question 

of whether businesses should be self-centred or other-centred has been a topic of 

discussion among researchers for a long time. The link between business and social 

welfare can be traced back to Adam Smith (1776), dubbed the father of economics. In 

his book “Wealth of Nations” he argues that business owners, in their pursuit of 

profits, produce the greatest social good. This can be, arguably, the first empirical 

research work that discusses the connection between business and society. 

 

The modern era of CSR literature started with Bowen (1953). In his landmark book 

“Social Responsibilities of the Businessman”, he defines CSR as the obligation of 

businessmen to be to pursue those policies, to make those decisions or to follow those 

lines of actions which are desirable in terms of objectives and values for our society. 

The work of Bowen in 1953 arguably marks the beginning of the modern period of 

literature of CSR (Caroll, 1999). The work of Davis (1960) Mcguire (1963) and 
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Fredrick (1960) gives emphasis to the responsibilities to society by different 

businesses, apart from their legal and economic goals. However, Davis and 

Blomstorm (1966) and Davis (1967) in their definition of CSR give importance to 

ethics. They define CSR as an obligation of business to consider the effects of the 

decision and actions to the whole social system. Walton (1967) supported this view 

when he argued that CSR should be voluntarily pursued by the business, as opposed 

to coercion (Walton, 1967). 

 

3.2.2 CSR and Profit maximisation 

Harold Johnson in 1971 presented a different view of CSR. Johnson’s main argument 

was that a socially responsible firm should look after the interests of stockholders. His 

definition of a stockholder includes suppliers, dealers, local communities and the 

nation. He presented four views of CSR, all of them based on the common theme of 

profit maximisation of the firm. Steiner (1971) in his book “Business and Society” 

disagreed with the arguments of Davis (1960) and Fredrick (1960). Steiner (1971) 

argued that business should, fundamentally, be an economic institution. Professor 

Wallich (Manne and Wallich, 1972) defined CSR in broad terms. According to 

Wallich CSR involves three elements (1) setting of the objectives, (2) deciding 

whether to pursue these objectives, and (3) the financing of these objectives. He 

provides a view to CSR as a management processes by outlining three definite steps 

to CSR that need to be taken by the organisation. This view was supported by 

Ackerman and Bauer (1976) in their book on corporate social responsiveness.  

 

Zenisek (1979) proposed a definition of CSR based on the fit between business ethics 

and societal expectations. In his work, he tried to integrate two different research 

streams that were prominent at that time. He was, arguably, the first author to do so. 

This started a trend among researchers to integrate different schools of thought that 

have been debated in CSR literature. Carroll (1979) came up with a four-part 

definition of CSR. It integrated economic, legal, ethical and discretionary aspects of 

CSR (Carroll, 1979). However, in 1983, in a four part definition, Carroll explained the 

discretionary activities of voluntary, or philanthropic, approaches. Stakeholder theory 

has been used in the past by researchers in explaining the CSR actions of the 
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organisation. Stakeholder theory emphasises on much broader set of social; 

responsibilities for business.   In the 1990s the concept of CSR was examined, studied 

and tested using Stakeholder theory and theories about business ethics (CSR as ethics 

driven -Friedman, 1962, Freeman 1988, Caroll 1991). This period also witnessed the 

evolution of different terms proposed by different researchers like corporate 

associations (Brown and Dacin, 1997), corporate image (Barich and Kotler, 1991), 

corporate reputation (Fombrun and Shanley, 1990), corporate citizenship (Waddock, 

2004), corporate social performance (Carroll, 1979), corporate identity (Schmitt and 

Pan, 1994), all of which were related to CSR. 

 

In the new millennium, focus has been given to studies related to the impact of CSR 

on organisations and stakeholders. Attention has been given to studies relating to CSR 

and financial performance, and CSR and profitability. Another trend that is evident is 

the shift of focus to developing nations. Previous research on CSR was heavily 

focused on Western countries (Jamali and Mirshak, 2007). Companies nowadays are 

trying to align the social needs to their core product by using CSR as a strategic 

choice. An example of this is the emerging trend by commercial banks in providing 

microcredit to the poor. Prahalad (2005) in his book, “The Fortune at the Bottom of 

the Pyramid”, focuses on the developing nations across the world. In this book, he 

argues that a business can achieve the dual objectives of being a good corporate 

citizen while also making a profit by focusing on poor people as a viable market. His 

views are in line with Drucker (1984), who stated that a social problem can be turned 

to an economic opportunity. Numerous studies in the new millennium have been 

conducted on the various stakeholders, opinions, actions and reactions to CSR 

initiatives of companies. Noted studies in this section are Barone et al, 2000; Sen and 

Bhattacharya, 2001; Ellen et al., 2006; Simmons and Becker-Olsen, 2004; Snider et 

al., 2003.  
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3.2.3 Opposing Views on CSR 

 

Researchers have suggested different objectives of CSR. They include profit-making 

only (View that organisation has the sole responsibility of making profit-Johnson, 

1971), going beyond profit-making, voluntary activities, concern over a broader social 

system, and social responsiveness. A great deal of attention has been given to the two 

extremes: comprising the purely economic view and the socio-economic position. The 

advocates for classical theory of CSR (researchers who supports purely economic 

view that organisation has the sole responsibility of making profit) see a corporation 

as having one social responsibility, that is, to make a profit. Friedman (1970, 1989) 

argued that the expectation of wider social responsibility from a business is unfair, 

undemocratic, unwise, a violation of trust and basically futile. Gaski (1985) has 

presented arguments consistent with Friedman’s views (Gaski, 1985). Others endorse 

conventional schools of thought that argue that concern for profits is aligned with the 

interest of all who have a stake in the firm (Bhide and Stevenson, 1990, Ogden and 

Watson, 1999). They argue that in certain conditions the satisfaction of these interests 

can contribute to maximising shareholder value. An adequate level of investment in 

philanthropy and social activity is also acceptable for the sake of profit (McWilliams 

and Siegel, 2001). Windsor (2001) pointed out that wealth creation dominates 

managerial conceptions of CSR. The researchers who support this school of thought 

argue that the manager’s primary responsibility is to operate the business in the best 

interests of the shareholders, that is to say, maximising financial returns. Friedman 

(1970) argues that the expenses related to socially responsible activities ultimately 

have to be passed on either to customers, by way of higher prices, or to shareholders, 

in the form of less income. He suggests that either way business is making a loss and 

could even threaten their existence.  

 

The socio-economic view maintains that business is a part of a wider society and 

enjoys enormous power in terms of controlling the bulk of society’s resources. This 

position makes business responsible for going beyond economic and legal imperatives 

(Samli, 1992, Black and Hartlel, 2004). The stakeholder theory put forward by 

Freeman (1984) suggests that corporations have a responsibility towards a wide range 

of stakeholders directly or indirectly affected by the actions of the business. Past 
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research by Bowen (1953), Davis (1967), Fredrick (1960), Jones (1971) and Caroll 

(1979) support this view. However, researchers like George Steiner (1971) and 

Johnson (1971) take a different approach within the broad social/economic view. 

They argue that maximising profit should be a company’s first priority, and the 

ensuring welfare of a society should only be considered secondary. Researchers who 

support this socio-economic view suggest that the first priority of a business should be 

in ensuring its survival; maximising profit should be a secondary consideration. 

Within the socio-economic view, there seems to be differences of views expressed by 

different researchers. Walton (1967) pushed the concept of degree of volunteerism of 

corporations in their CSR activities. Davis (1967) raised the issue of ethics in CSR 

and put forward views that are in line with Walton. Johnson (1971) viewed that 

business should support the stakeholder. This view was supported by Freeman (1984) 

when he put forward the stakeholder approach to CSR. 

 

3.2.4 Arguments in favour of CSR 

 

Arguments in favour of CSR, particularly in meeting discretionary needs, usually 

have an ethical underpinning (Davenport, 2000). Some researchers suggest positive 

social performance will maximise profits while meeting the demands of multiple 

stakeholders (McWilliams and Siegel, 2001). Other researchers attempt to link the 

intersection between social good and corporate profit (Aupperrle et al., 1985, 

Maignan et al., 1999). Kanter (1999) suggests that socially responsible firms appear to 

benefit from their actions. There are definite benefits to the environment, employees 

and communities when organisations are socially responsible (Kanter, 1999, Sen and 

Bhattacharya, 2001). Holliday et al (2002) take a stronger position when they suggest 

that firms cannot maximise returns unless they effectively and responsibly engage in 

CSR. Jones (1999) argues that, being socially responsible firms can differentiate 

themselves from other competitors who do not follow CSR.  

 

As organisations consume community resources they are obliged to provide some 

returns to the community in the form of jobs and other community welfare activities. 

Organisations that show a positive commitment to society tend to experience an 
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improved level of employee involvement, customer loyalty and business performance 

(Waddock and Graves 2002; Koys, 2001; Maignan and Ferrell, 2001; Peterson, 

2004b; Peterson, 2004a; Varadarajan and Menon, 1988). Proponents of social 

responsibility emphasise that the purpose of the organisation is to serve larger societal 

stakeholders, not just shareholders (Holliday et al., 2002; Holme and Watts, 2000). 

 

3.2.5 Arguments against CSR 

 

The primary argument against CSR is that the managers do not have the authority to 

allocate organisational resources to efforts that will not produce stockholder value 

(Friedman, 1971). The rights of the stockholder have primacy over the needs of other 

stakeholders. Some managers believe that focusing on CSR may be inconsistent with 

shareholder interest and may not maximise shareholder value (McWilliams and 

Siegel, 2001). Some studies have revealed that managers have negative opinions of 

social responsibility, including perceptions that they are a waste of resources; there is 

a lack of funding (Vanover and Barone, 1975). Some researchers suggest that the 

construct of CSR is not defined properly and is hard to measure (Entine, 2003; 

Rowley and Berman, 2000). 

 

3.3 Research Streams on CSR 

 

In short, the literature review on CSR reveals that some researchers combine different 

approaches and use the same terminology with different meaning. CSR does not 

always mean the same thing to everybody (Votaw and Sethi, 1973). For some 

researchers it is a liability, or a responsibility, of the business to society, and for others 

it is a socially responsible behaviour in an ethical perspective. Carroll (1994), one of 

the prestigious scholars in CSR discipline, explains the debate on CSR as an eclectic 

field with loose boundaries, a multiple membership, differing training perspectives, 

multidisciplinary, has a wide breadth, it brings in a wider range of literature and is 

interdisciplinary. Maignan et al. (2004) classifies the conceptual viewpoints coming 

out of CSR literature in four different research streams. 
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1. CSR as social obligation 

2. CSR as ethics driven 

3. CSR as managerial process 

4. CSR as stakeholder obligation 

 

These research streams will be reviewed in the next section. This study followed the 

research stream of stakeholder obligation as it was trying to identify the attributions 

(experience) of the customers, who are the primary stakeholders regarding 

microfinance initiatives of the company. 

 

3.3.1 CSR as social obligation 

 

This research view has been one of the most prominent streams in the CSR literature. 

Numerous researchers have explicitly put forward the view that business should look 

after society’s welfare. The research views of prominent scholars will be discussed in 

this section. Arguably, the first advocate of this view in the modern literature of CSR 

was Bowen (1953). In his research, Bowen raised many questions. He argued that 

business people should reasonably assume the responsibilities of their society. He 

further elaborated by defining CSR as an obligation by business to pursue policies, 

actions and decisions that are desirable in terms of the values and objectives of the 

society. Bowen’s view of social obligations was echoed by many researchers in the 

following decades.  

 

Another prominent scholar with similar view is George Steiner (1971). In his book 

‘Business and Society’, Steiner argued that although business should remain 

fundamentally an economic institution, it should also have responsibilities to society. 

The larger the company in terms of size, the bigger are those responsibilities to the 

society (Steiner, 1971). Eells and Walton (1974) in their definition of CSR gave 

emphasis to society. They argued that CSR represents a concern with the needs and 

goals of the society, which goes beyond the economic goals of the organisation. 

Business should play a major role in supporting and improving social order (Eells and 

Walton, 1974). Carroll (1979), in her definition of CSR, argued that social 



 55 

responsibility of business encompasses economic, legal, ethical and discretionary 

expectations that the society has of the organisation. Carroll then defined 

discretionary activities as philanthropic obligation, which is about actively giving 

back to society. Similar views were put forward by Donaldson (1982) and Fredrick 

(1987) when they argued that business and society are interdependent and that they 

coexist (Donaldson, 1982, Fredrick, 1987). Business uses society’s resources and, in 

turn, fulfils economic goals and changing social goals. Thus business and society are 

bound by a reciprocal social contract, which is seen as the core idea of CSR (Fredrick, 

1987). Brand (1989) defined CSR as the obligation of the firm to use its resources in 

ways that benefit society through committed participation and improving welfare. 

Brown and Dacin (1997) and Sen and Bhattacharya (2001) supported the view of 

CSR as a social obligation. In their studies, they argued that there should be a fit 

between a company’s mission and its social initiatives. In other words, businesses 

should draft their mission and goals in line with society’s needs and wants.  

 

To summarise, the major arguments coming out of this research stream is that 

business ought to integrate social demands; that business depends on the society for 

its continuity and growth, even for the existence of the business itself, and they have, 

therefore, a social obligation to society. 

 

3.3.2 CSR as ethics driven 

 

Researchers like Friedman (1962) have argued that stockholders should be able to put 

their trust and confidence in managers to act in shareholders’ best interests. However, 

the view of pursing wealth alone is not the only way that business should take. The 

realisation has occurred in many businesses that they must participate in society in an 

ethical way. Thus, according to Joyner and Payne (2002), business should 

acknowledge society’s existence and the continuing demand from the society to 

follow ethically responsible business practices (Joyner and Payne, 2002). In CSR 

literature, many renowned researchers, like Carroll (1991) and Freeman (1988), have 

acknowledged the importance of ethics in their studies. Ethics is defined as the 

conception of what is right and fair conduct or behaviour (Caroll, 1991, Freeman and 
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Gilbert, 1988). Rainborn and Payne (1990) define ethics as a system of value, 

principles or practices and a definition of what is right or wrong. Velasque (1999) 

defined ethics as being concerned with moral decisions (Velasquez, 1999). The 

concept of CSR is often included in definitions of ethics in general (Singer, 1993). 

Andrews (1987) and Sethi (1975) along with Carroll (1979), in their definitions of 

CSR, incorporate ethics as an integral part of CSR activities. CSR is defined as 

categories, or levels, of economic, legal, ethical and discretionary activities of a 

business entity as adapted to the values and expectations of society. Carroll further 

states that the firm’s ethical responsibilities are to meet society’s expectations for 

conscientious and proper behaviour. Developing these responsibilities should not only 

be a matter of legal compliance but may go further in pursuit of the spirit of the law. 

Carroll (1991) argues that philanthropic activities are more a matter of ethics than 

legal obligation. 

 

Drucker (1954) was one of the pioneers who supported the ethical perspective of the 

business. Although he emphatically declared that the organisation’s first responsibility 

to society is making profit, he also felt it was important that management should 

consider the impact of every business policy and action upon society. He suggested 

that businesses should develop strength, integrity and high standards of justice and 

conduct. Davis (1967) touched on the ethical perspective of CSR when he asserted 

that the substance of social responsibility arises from the ethical consequence of an 

act as it might affect the interests of others. Backman (1975) stated that CSR is about 

objectives or motives of the business, which should be given weight by business in 

addition to those dealing with economic performance. The objectives and motives 

should be derived from the ethics of the business (Backman, 1975). Wood (1991) and 

Swanson (1995) were the advocates of ethics in recent CSR literature. Wood argued 

that management should incorporate ethics into strategic goals, because it is the right 

thing to do (Wood, 1991). Swanson (1995) supported Wood’s argument when he 

described CSR principles as analytical forms filled with value content that is 

operationalised. The operational process involves: 

 

1. Economising power seeking values 

2. Ethics as negative and positive duty 
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3. Personal values  

 

Donaldson and Preston (1995) emphasised rightness and wrongness of corporate 

activities independent of any stakeholder obligation. Sathl and Grigsby (1997) defined 

3 levels of CSR: minimum legal compliance, enlightened self-interest and proactive 

change. In the third level, proactive change, they argued that managers should use the 

firm’s assets to improve society and should take a position beyond the requirements 

of the law (Sathl and Grigsby, 1997). This view by Sathl and Grigsby is similar to the 

argument put forward by Caroll (1979) when she argued that the responsibilities of 

the firm should not only be a matter of legal compliance but may go further in pursuit 

of the spirit of the law. Joyner (2002) argued that the firm’s ethical responsibility is to 

meet society’s expectation for consensus and proper behaviour.  

 

In this research stream, the theorist attempts to understand, establish and support the 

relationship between society and business is embedded in ethical values. The major 

argument under an ethics driven agenda is that firms should accept social 

responsibilities as an ethical obligation above any other consideration. 

 

3.3.3 CSR as a management process 

 

Walton (1967) addressed many facets of CSR. He emphasised that top managers 

should give priority to maintain an intimate relationship between business and society. 

Walton was arguably one of the first researchers in CSR literature who put forward 

the management perspective by stating that CSR should be initiated and implemented 

by managers. Manne and Wallich (1972) in their definition of CSR suggest three steps 

for management to follow in pursuing CSR. Hay and Gray (1974) and Ackerman and 

Bauer (1976) explained CSR in terms of management orientation (Hay and Gray, 

1974, Ackerman and Bauer, 1976). Zenesik (1979) supports the management 

perspective when he argues that management should try for a fit between business 

ethics and social obligation. Jones (1980) supports Manne and Wallich’s (1972) 

definition of CSR when he argues that CSR is a process that involves definite steps 

that should be followed by management. Jones (1980) suggests that CSR should not 
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be seen as a set of outcomes but as processes, which includes definite steps to be 

followed by the management. Drucker (1984) emphasises that the business should 

convert its social responsibilities to business opportunities. He further suggests that 

management should turn the social problem to productive capacity, human 

competence and well-paid jobs. Watrick and Cochran (1985) present a corporate 

social performance model in which they propose management should integrate 

responsibility, responsiveness and social issues. Maclagan (1999) views CSR as a 

process in which managers take responsibility in identifying and accommodating the 

interests of the organisation and other actors. A similar view of CSR as a management 

process has been earlier suggested by Jones (1990) and Manne and Wallich (1972). 

Burke and Lodgson (1996) suggest philanthropic activities should be closer to a 

company’s mission, which could create greater wealth (Burke and Logsdon, 1996). 

Porter and Kramer (2002) support a strategic management perspective to CSR when 

they argue that investing in philanthropic activities is the only way to increase 

competitive advantage. Prahalad (2005) strongly supports the strategic view of CSR. 

He suggests that management should use CSR activities to achieve the dual advantage 

of making profit and contributing to the society by developing and focussing on poor 

people in developing countries.  

 

3.3.4 CSR as a stakeholder obligation 

 

The research stream of stakeholder obligation emphasises creating value for multiple 

stakeholders, as opposed to stockholders alone (Agle et al., 1999; Caroll, 1999a; 

Davenport, 2000). Stakeholder is defined by Freeman (1984) as any individual or 

group who can affect, or be affected by, organisation objectives. Stakeholders can be 

customers, employees, suppliers, community groups and managers (McWilliams and 

Siegel, 2001). The proponents of this research stream emphasise that the purpose of 

the organisation is to serve the larger societal stakeholders, not just shareholders 

(Freeman, 1984, Waddock, Badwell & Graves, 2002). They argue that stakeholders 

are becoming more organised and have been pushing for greater social responsibility 

from organisations. Stakeholders such as customers, vendors and employees seek to 

influence organisations (Freeman, 1984). These stakeholder groups look for ethical 
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business behaviours, stakeholder commitment and environmental commitment as 

indicators of social responsibility. Factors which might affect CSR are pressures from 

competitors, managers, customers, investors, government organisation (Haigh & 

Jones, 2006). There have been different studies conducted relating to stakeholder 

groups and CSR initiatives of the organisation, some of the more recent and important 

studies will be reviewed in the next section. 

 

3.4 Empirical studies on CSR and primary stakeholders 

 

The following section will review major studies, examining the reaction of managers, 

employees, investors and customers towards CSR practices of the firm. Emphasis will 

be given to discussing customer reaction, as it directly falls within the scope of this 

study. 

 

3.4.1 CSR and Managers 

 

Studies have been conducted relating to managers’ roles in CSR activities pursued by 

the firm. Bowen (1953) stated that responsible business leaders must consider a broad 

range of economic and social issues before taking decisions. Managers collect, 

interpret and evaluate information in a way that influences the organisation’s CSR 

(Sharfman et al., 2000). Carroll (1999b) defines social responsibility as a manager’s 

perception of the obligation to consider the effects of their decisions and actions on 

the whole social system. Managers have historically been required to adhere to certain 

ethical and economic performance measures (Holmes, 1977). Holmes (1977), in a 

five-year study (1970–1975), investigated executive perceptions of CSR in the USA 

and analysed how the philosophy of CSR of the company had changed in 5 years. The 

findings revealed that the managers’ opinions regarding CSR significantly changed in 

those 5 years. Aupperle (1982) researched the orientation of managers using Carroll’s 

model and identified that managers’ CSR is more focused on economic concerns. 

Aupperele et al., (1985) found that higher level managers put more emphasis on 

economic responsibility and had less concern for their ethical responsibility. 
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Vanover and Barone (1975), in their research, attempted to understand how top 

managers viewed their economic and non-economic responsibilities. They found that 

91 percent of top managers rejected the view that corporate philanthropy was not in 

the best interests of their firms. However, 51 percent felt that corporate philanthropy 

served society at large (Vanover and Barone, 1975). Gilles and Leinbach (1983), in 

their study on managers, found that 81 percent of respondents agreed on the statement 

that companies should be concerned with the environmental and social consequences 

of their business activities, even to the extent of compromising short term profitability 

(Gilles and Leinbach, 1983). Orpen (1987) examined the attitude towards CSR 

between South African and American managers. The results revealed that managers in 

the USA held more favourable attitude towards CSR. Orpen (1987) explained the 

result of the study in terms of susceptibility to social responsibility attitudes to 

cultural norms of the two societies (Orpen, 1987). Gupta and Sulaiman (1996) 

conducted a study relating personal belief and faith orientation, and the implication of 

that on CSR decisions by managers. The results found that managers had to make 

compromises regarding the company’s CSR policies. Managers often felt constrained 

in making unethical adjustment for different reasons (Gupta and Sulaiman, 1996). 

Gupta and Saxena (2000) investigated the perception of airline industry managers 

towards CSR followed by their organisation. The results found that there was a 

positive attitude and willingness at the top management level for implementation of 

CSR practices (Gupta and Saxena, 2000). Ahamad and Rahim (2002) investigated 

awareness of CSR among managers in Malaysia. The study found that managers were 

aware of CSR and were willing to positively contribute towards CSR initiatives. 

Studies on managers also revealed that managers’ values made a significant impact on 

CSR activities followed by an organisation. Understanding managerial values and the 

impact of that on the organisation, internally and externally, has been the focus of 

recent research (Kanungo, 2000).  

 

Managers’ values play an important role in the evaluation of value focused nature of 

social issues (Sharfman et al., 2000). Evidence suggests that personal values of 

Christian ethics motivate executives towards helping to alleviate societal problems 

(Angelidis and Ibrahim, 2004, Vanover and Barone, 1975). The value orientation of 
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managers helps to explain how organisations take actions when presented with 

societal needs (Sharfman et al., 2000). Managers who do not have a more positive 

societal expectation to CSR and do not respond to societal expectations can expect to 

have competitive disadvantage (Holliday et al., 2002). Some research suggests that 

managers who practise profit ethics (Organisation has to make an adequate profit 

before assuming social responsibilities) are typically promoted more than those 

candidates who exhibit a more social ethic (Vanover and Barone, 1975). In general, 

studies on CSR and managers reveal a recent trend for managers becoming more 

socially responsible. 

3.4.2 CSR and Investors 

 

Profitability can be related to consumer perception of the organisation (Stump, 1999). 

Investors have started to look at the profitability of organisations that have high levels 

of CSR and a developed investment model in terms of Socially Responsible Investing 

(SRI) (Hutton et al., 1998). In the mid 1990s the Social Venture Network and the 

Council of Economic Priorities estimated that approximately US$600 billion was 

invested in socially screened investment. This figure has been revised recently to 

suggest that more than US $1 trillion dollars has been invested with social screens 

(Waddock and Graves, 2000). Stump (1999) suggests that if the company can 

demonstrate a commitment to social philanthropy or discretionary giving, it can 

appease shareholders. Recent evidence suggests that firms using financial and social 

investment strategies perform better than those organisations that only use financial 

criteria in measuring performance (Scherreik, 2002). Research using students, and 

providing simulations requiring the students to take the role of investors, suggest that 

students do not perceive CSR as a strong organisational effectiveness measure (Kraft, 

1991). However, there are numerous investment firms that concentrate on 

organisations with CSR performance (Harrison and Freeman, 1999; Hutton et al., 

1998; Scherreik, 2002).  

 

However, results on some recent studies on social responsibility suggest that many 

firms who follow business ethics fail in providing return capital to stockholders 

(Asmus, 2003). Managers must take action to create a return on investment (ROI) for 
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stockholders while not offending stakeholders (Harrison and Freeman, 1999). Studies 

also reveal that investors are becoming more socially responsible and support socially 

responsible investment and strategies. However, the challenge for firms is to find 

investments that will both increase ROI and be socially responsible, by doing so they 

can keep both stakeholders and stockholders satisfied. 

 

 

3.4.3 CSR and Employees 

 

CSR researchers have also looked at the relationship between CSR of an organisation 

and workforce development issues (Greening and Turban, 2000; Higgins, 2001; Koys, 

2001; Luce et al., 2001; Marz et al., 2003; Peterson et al., 2001; Peterson, 2004a). 

Social responsibility of the organisation has an impact on employee development 

(Albinger and Freeman, 2000; Anderson, 1993; Greening and Turban, 2000; Higgins, 

2001; Koys, 2001; Peterson, 2004). Many firms realise the importance and the 

competitive advantage of recruiting and retaining a highly skilled workforce (Fitzenz, 

2000; Pfeffer, 1994). This is especially significant for companies that seek to attract 

members of the labour force (Backhaus et al., 2002; Bradford, 2001; Greening and 

Gray, 1994; Greening and Turban, 2000; Higgins, 2001). People want to feel as 

though their jobs are important or that the firms that they work for are special 

(Bradford, 2001). There is evidence that current employees’ images of the 

organisation serve as a basis of employees’ perceptions of organisational activities 

(Riordan et al., 1997; Holliday et al., 2002). Managers are also becoming conscious of 

the increasing number of employees who opt for carriers with firms that have positive 

reputations and are positively perceived in terms of CSR (Koys, 2001). Research 

suggests that there is a relationship between socially responsible organisational 

behaviour and employee issues such as satisfaction and turnover (Koys, 2001). 
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3.4.4 CSR and Customers 

 

Finding a way of incorporating responsiveness to stakeholder needs is vital for a 

company’s management. This is because companies cannot operate optimally without 

the support of its important stakeholders (Clarkson, 1995). One important driver of 

CSR is demand from customers. The main objective of this study is to find out the 

consumer attributions regarding microfinance practices by the firm. The following 

sections will evaluate the important and the recent studies conducted in CSR literature 

that deals with customers. Importance will be given to studies examining consumer 

reaction towards CSR activities pursued by a firm.  

 

One of the primary motivations for organisations to engage in CSR activities is, 

arguably, to attract consumers and investors/shareholders. Research is establishing 

links between organisational effectiveness, competition for consumers and social 

performance (McWilliams and Siegel, 2001). Many organisations now use CSR to 

differentiate their organisations from competitors (Fombrun and Shanley, 1990; Sen 

and Bhattacharya, 2001; Turban and Greening, 1997). Albinger and Freeman (2000) 

suggest that when firms engage in CSR activities they are improving their reputations, 

which in turn may provide competitive advantage. This view reinforces Greening and 

Turban’s (2000) research conclusion that companies demonstrating higher levels of 

CSR are perceived as having better reputations. For example, some firms have 

marketed their reputation for producing organically grown fruit and pesticide free 

vegetables to attract consumers who have expressed concerns about genetically 

altered and chemically affected food (McWilliams and Siegel, 2001). The reputation 

of socially responsible firms attracts new customers, and it also gives consumers a 

feeling that they are being responsible by supporting the organisation with a high 

CSR. McWilliams and Siegel (2001) suggest that companies should use social 

responsibility as a means of differentiating among providers and creating demand for 

products. Yet there is no widespread evidence that consumers respond to CSR in 

general (Davenport, 2000, Harrison and Freeman, 1999). However, some studies 

support the view that consumers respond to CSR in a positive way if they identify an 

organisation as having similar perspectives as their own (Maignan and Ferrell, 2001; 

Webb and Mohr, 1998). The joint venture initiative by General Motors and Toyota 
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was supported by many customers. The main reason for this was because of the 

company’s commitment to innovation, employee relation practices and environmental 

responsibility (McWilliams and Siegel, 2001). Webb and Mohr (1998) attempted to 

discover how consumers looked at cause-related marketing associated with CSR. The 

research indicated that a significant percentage of the population responded positively 

to organisations that engage in CSR.  

 

Sen and Bhattacharya (2001), in their research, focused on the key mediating and 

moderating factors on consumer responses to CSR activities. The authors suggested 

that the company’s CSR activities led to more favourable company evaluations and 

greater purchase intentions through building consumer–company congruence. 

Congruence aligns a company’s interests with the customer’s interest, which results in 

favourable consumer attitudes. The consumer will have a more favourable evaluation 

and high purchase intention if the company’s traits, expressed through CSR activities, 

overlap with the consumer’s values. The authors argue that a company’s CSR actions 

would produce a more positive effect in consumer company evaluation and purchase 

intention if the company selected a cause highly supported by its target consumers. 

However, studies have also revealed that CSR initiatives do not always generate 

positive effects. They can hurt a company when consumers are sceptical of the 

company motives underlying its CSR activities (Fairclough, 2002; Landman et al., 

2002). 

 

According to the Cone Corporate Citizenship Study (2004) consumers do not support 

bad corporate citizens in various ways. If a consumer finds out about a company’s 

negative practices, 90 percent of those surveyed said that they would consider 

switching to another company’s product or service. The study also identified that 

consumers are willing to reward companies that meet or exceed their expectations in 

fulfilling the societal obligation. 86 percent of respondents surveyed said that if the 

price and quality were similar they would switch to a brand that was associated with a 

cause.  

 

The earlier research on CSR primarily focused on the short-term, transactional 

business outcomes such as company product evaluation and purchase behaviour. 
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More recent research on CSR has examined the long-term relational outcomes, such 

as consumer loyalty, resilience to negative information and consumer advocacy 

behaviour (Du et al., 2007; Klein and Dewar, 2004; Lichtenstein et al., 2004; Peloza, 

2006). Liechtenstein et al; (2004) found that consumers were more emotionally 

attached and more loyal towards companies that engaged in CSR activities. Klein and 

Dewar (2004) explored the benefits due to positive CSR associations. In a ‘product 

harm’ crisis (a situation that creates consumer uncertainty about product quality), 

positive CSR associations can minimise the damage done to a company. This is 

because consumers are more likely to attribute the crisis to the sources external to the 

company instead of blaming the company for the crisis. Klein and Dewar’s findings 

suggest that positive CSR associations are like an insurance policy that can be 

instrumental in reducing the risk of damage to a company’s brand evaluations in the 

event of calamity. Du et al; (2007) examined the business benefits associated with a 

CSR-based positioning strategy. The authors compared the business benefits of CSR 

initiatives undertaken by various brands in the same product category. The study 

found that CSR initiatives of these brands delivered both short-term transactional 

outcomes, such as greater purchase likelihood, and long-term relational outcomes, 

such as greater customer loyalty and advocacy behaviours 

 

In the market place, more and more companies are taking a strategic approach 

towards CSR. They seek to strengthen their relationship with consumers and to reap 

relationship rewards through CSR initiatives. More companies are selecting social 

issues that relate to their core product and core market. They are also supporting 

issues that provide opportunities to gain access to some strategic market segments 

(Kotler and Lee, 2005). In the era of decreased customer trust and corporate scandals, 

firms are increasingly resorting to social initiatives to gain competitive advantage 

(Porter and Kramer, 2006). This in turn helps them derive strategic marketing benefits 

(Kotler and Lee, 2005). Overall, researchers have found that the business benefits 

from CSR range from short-term benefits in the form of favourable product 

evaluations, purchase and long-term benefits such as stronger consumer company 

relationship in the form of greater consumer loyalty and advocacy behaviours. The 

business rewards of CSR tend to be greater when the social initiative is related to a 

company’s core competency (CSR fit) and deals with issues that consumers care 
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about (Kotler and Lee, 2005; Menon and Kahn, 2003; Sen and Bhattacharya, 2001). 

Social and business interests are not necessarily contradictory but can indeed 

reinforce each other (Kotler and Lee, 2005; Porter and Kramer, 2002; Prahalad 2005). 

The following section will discuss studies that have been conducted on CSR activities 

pursued by companies in the financial sector.  

 

 

3.5 Banks and CSR 

 

Many studies have been conducted into the reasons why customers choose a particular 

bank (Erol et al., 1990; Gerrard and Cunningham, 1997; Naser et al., 1999; Sudin et 

al., 1994). These studies have identified a number of such factors: friends’ 

recommendation, convenience (i.e. the location), reputation of the banks, and 

availability of credit, competitive interest rates, friendliness of banks staff, low service 

charges, adequate banking hours, availability of ATMs, special services and the 

quality of services on checking accounts. The key stakeholders for the banks have 

been specifically identified as owners, borrowers, depositors, regulators and managers 

(Yamak and Suer, 2005). In the context for this study, discussion will focus on 

customers. According to Reinfer (1997), the needs of the consumer in the banking 

industry are security, access, liquidity, interest and social responsibility. Hodgson 

(2002) and Orgizek (2002) argue that banks have an inherent social responsibility to 

know the customer. Understanding the customer’s requirements imposes a broad 

responsibility on having to know the financial affairs of the customers. This guards 

customers from being sold inappropriate policies or investments. The banking 

industry provides society with tools for managing savings and investing money. They 

also provide funds for productive uses in the form of investment projects and, thereby, 

play a role in sustainable economic and social development. 

 

One challenge the entire retail banking industry is currently facing is overcoming the 

negative perception of the industry’s concern for consumer welfare (Decker, 2004). 

Orgizek (2002) argues that banks that integrate CSR policies by investing in socially 

responsible investments and improving CSR awareness achieve market benefits and 

competitive advantage. He further suggests that to realise any advantage from CSR a 
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bank has to translate the CSR agenda into its core business activity. Numerous bank 

managers have responded to the necessity for complying with social responsibility 

requirements (Ogrizek, 2002). Researchers have debated the advantages and 

disadvantages of social responsibility in banking and other marketing efforts. The 

primary debate centres on the cost of investing in CSR activities and the benefits for 

the bank (Bloom et al., 1995). Asher (1991) studied the effect of green marketing on 

consumer behaviour at ATMs. He examined the advertising campaigns around 

environmentally friendly contributions, which resulted in the increase of ATM 

withdrawals. It was found that ATM withdrawals went up by 56% in 1988-1990. 

(Asher, 1991). Fenn (1995) examined the result of corporate policy of banks in hiring 

disabled employees. The result revealed an increase in productivity and a decrease in 

staff turnover. Bosone (2001) emphasises the public relations benefits of the bank as a 

result of engaging in socially responsible marketing. Green marketing and charitable 

causes have also been shown to be important in bank marketing (Bosone, 2001). 

 

Pomering and Dolnicar (2006) conducted a quantitative study surveying four hundred 

customers of different banks in Australia to assess the comparative sensitivity of 

customers to different CSR activities in the banking industry. The findings 

demonstrated that a considerable proportion of customers look favourably upon CSR 

initiatives once made aware of them (Pomering and Dolnicar, 2006). Rugimbana et al; 

(2005) reported in their study that customers of retail banks in New South Wales, 

Australia, were discontent with their banks, particularly their product strategies, 

followed by their communications. In Malaysia, Dusuki and Dar conducted a 

quantitative study with 1500 respondents from the Islamic banking industry to 

examine their perceptions toward CSR of various stakeholders, which comprised of 

managers, employees, regulators, Islamic legal advisers, customers, depositors and 

local communities. The results revealed that various stakeholders disagreed that being 

socially responsible was costly and not good for the sustainability of the bank. 

Various stakeholders agreed that Islamic banks should show a higher level of social 

responsibility compared to conventional banks, and that they should commit to social 

responsibility.  
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3.6 Research gaps identified from the literature review 

 

One of the major issues that the rural poor in the financial market face is that of 

financial exclusion. Financial exclusion refers to the inability of individuals, 

households and socio-economic groups to access necessary financial services in a 

manner suitable for their needs (Decker, 2004). The emergence of microfinance has 

helped financial institutions to focus on those poor people who are deprived on the 

basis of creditworthiness. The microfinance sector has attracted the attention of a 

wide range of players to the model for their business (Srinivasan and Sriram, 2003). A 

recent trend has been for commercial banks to join the microfinance bandwagon. A 

strategy followed by banks these days is that of becoming a good corporate citizen by 

integrating microfinance into the marketing mix through the notion of CSR, thereby 

contributing to alleviating poverty. Since the 2005 “International Year of 

Microfinance”, the question of how well microfinance interventions  are working has 

been raised consistently. Although a number of studies have been conducted on 

microfinance, the researchers seem to disagree on the make-up of microfinance 

programmes and the impact they can have on poor households. This question points to 

at least one important gap in the literature – what key characteristics constitute 

sustainable MFI programmes and strategies from both a provider and user 

perspective?  

 

Some new age banks in India pursue microfinance strategies as part of their CSR 

(Prahalad, 2005). However, a proper research on the sustainability of their 

programmes and the impact they have on the rural poor customers has not been made 

to date. As discussed earlier one of the reasons for this is that commercial banks are 

relatively new players in the microfinance sector (Baydas et al., 1997). Most of the 

research on CSR has been conducted in Western countries where microfinance does 

not have a long history. There, too, only aspects of corporate social responsibility, 

such as more direct targeting of ethnic groups in marketing and communications, 

green marketing and cause related marketing, have been considered (Donaldson and 

Dunfee, 2002). Microfinance providers in India, especially the new age banks, have 

always taken the stand that their programmes have a profound impact on consumers. 

However, their claims have never been tested in the field. This is an important lacuna 
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in the literature. This study addressed the above proposition by specifically assessing 

current MFI programmes and strategies deployed by new age banks (in one of the 

world’s largest communities of poor people) in India, against the experiences (or 

attributions) and contentment (satisfaction) levels of the targeted poor.  

 

3.7 Theoretical framework of the study 

 

Corporate Social Responsibility has historically been given more attention in the 

Western world by researchers as opposed to developing countries, and it is widely 

practised by companies in developed nations (Jamali and Mirshak 2007; Belal 2001). 

Microfinance on the other hand is a product that has made inroads in developing 

countries only recently. In fact, some researchers have questioned the relevance of 

microfinance in the Western world (Smith and Thurman, 2005). This study assessed 

the practice of commercial banks embarking on microfinance ventures in the context 

of widely acknowledged CSR principles. The research assessed this novel strategy of 

banks in microfinance and uncovered attributes (experience) of customers regarding 

the microfinance programmes. By assessing microfinance strategies from a user 

point-of-view, the research threw light on the impact of the product on the lives of the 

populace. It is envisioned that this will help in making judgments on the role 

institutions can play in the fight against poverty and hunger. From the provider’s 

point-of-view, the study threw light on whether they were able to achieve strategic 

benefits of maintaining legitimacy, competitiveness and sustainability in the market 

(Burke and Logsdon 1996, Lantos 2001, Porter and Kramer, 2002, Johnson 2003).  

 

 Corporate Social Responsibility practice is a complex activity that cannot fully be 

explained from a single theoretical perspective (Gray, et al; 1995). The theoretical 

framework for numerous studies on CSR relies on a combination of theories. 

Researchers have used different combinations of Institutional Theory, Legitimacy 

Theory, Agency Theory, Attribution Theory and Stakeholder Theory depending on 

the research domain. For this research, a combination of Legitimacy Theory, 

Stakeholder Theory and Attribution Theory was used to identify and explain the 

microfinance practices of commercial banks pursued in the context of CSR. Both 
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Stakeholders Theory and Legitimacy Theory explain how organisations respond to 

stakeholder expectations and social pressures from both managerial and customer 

perspectives respectively. On the other hand, Attribution Theory gives insight into the 

customer’s experiences and contentment with the microfinance product being offered 

by the bank. The bank’s motivation regarding microfinance practices will be 

discussed in the context of Legitimacy Theory, specifically looking at the practice of 

pragmatic and moral legitimacy. Customer attributes will be discussed in the light of 

instrumental aspect of Stakeholder Theory. 

 

3.8 Legitimacy Theory 

 

       Suchman (1995) explains legitimacy theory as a generalised perception or assumption 

that the actions of an entity are desirable, proper, or appropriate within some socially 

constructed system of norms, values, beliefs, and definitions. Legitimacy theory has 

been mainly developed from two disciplines, namely: Resource Dependence Theory 

and Institutional Theory (Hahn, 2005). Lindblom (1994) is one of the pioneers who 

developed Legitimacy Theory in her research work She distinguishes between 

legitimacy, which is a status or condition, and legitimation, which is a process 

underlying that state. Suchman (1995) extends Legitimacy Theory based on 

Lindblom’s conceptualisation of Legitimacy Theory. Suchman (1995) defines 

legitimacy as a generalised perception or assumption that the actions of the entity are 

desirable, proper or appropriate within some socially constructed system of norms, 

values, beliefs and definitions. 

 

       According to Legitimacy Theory, corporations are considered as components of a 

larger social environment (Gray et al., 1996; Woodward et al., 1996). From a strategic 

point-of-view, the focus of the legitimacy theory depends on the organisation and 

assumes a high degree of managerial control over the legitimacy process (Pffer and 

Salncik, 1978, Richardson, 1985). Guthrie and Parker (1989) argue that corporations 

have to follow certain rules and norms in order to gain approval of their actions. 

Companies have to keep a close watch on society to understand changing rules and 

norms. The expectations of society have changed recently and corporations can no 
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longer focus only on maximising profits for stockholders; they also need to consider 

the rights and responsibilities of other stakeholders (Deegan, 2006). He further adds 

that the failure of a company to meet these obligations can put the firm at risk. This 

can take the form of actions, like consumer boycotts of the products, bad publicity 

that ultimately affects a company’s corporate reputation. 

 

3.8.1 Types of Organisational Legitimacy 

 

Suchman (1995) identifies three types of organisational legitimacy:  

 Pragmatic Legitimacy: based on the interest of an organisation’s stakeholders. 

Organisations expect tangible returns from stakeholders in exchange for 

granting legitimacy. 

 Moral Legitimacy: based on a conscious judgment of the audience about 

whether the actions of an organisation are granted moral approval or not.  

 Cognitive Legitimacy: based on cognition that the actions of the firms are 

taken for granted. This is fundamentally different from moral and pragmatic 

legitimacy.   

 

3.8.2 Gaining and Maintaining Legitimacy 

 

Suchman (1995) argues that gaining legitimacy is an objective undertaken by 

organisations embarking on a new era of operations. The operations may be in the 

new area or it can be a new entrant into an existing area. In the case of banks 

embarking into the microfinance sector, it can be classified under the former criteria. 

According to Suchman (1995), this requires a substantial undertaking, as the 

organisation has to define the concept and negotiate the parameters of legitimacy. 

They also require the stakeholders to view the initiative as worthy of legitimacy 

status. 

 

Maintaining legitimacy is a continuous process. Once it is conferred, legitimacy is 

taken for granted, as the stakeholder scrutiny is relaxed and they are satisfied with the 
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evidence of on-going performance (Ashforth and Gibbs, 1990). Maintaining 

legitimacy requires organisations to avoid events that might reawaken scrutiny. 

Stakeholders concerned for pragmatic legitimacy may look for consistent and 

predictable exchanges while stakeholders with moral legitimacy look for actions that 

exemplify responsibility and avoid bad reputations (Suchman, 1995). The scope of 

this study includes examining the legitimacy dynamics related to pragmatic and moral 

legitimacy. 

3.8.3 Strategies for maintaining legitimacy 

 

Organisations in pursuit of maintaining legitimacy employ different strategies. There 

are four possible strategies identified by Lindblom (1994) in order to proceed with the 

process of legitimations. 

 

 The organisation may seek to educate and inform the relevant public about 

changes in organisation performance and activities. This strategy is usually 

chosen in response to a legitimacy gap arising from the actual failure of the 

performance of the organisation. 

 

 The organisation may seek to change the perception of the relevant public 

without having to change its own behaviour. This strategy is chosen as a 

response when the organisation sees that the legitimacy gap has arisen through 

misperception on the part of the relevant public. 

 

 The organisation may seek to manipulate perception by deflecting attention 

from the issue concerned to other related issues through an appeal. This 

strategy is chosen on the ground of manipulation. For example, if the bank is 

accused by the relevant public that it is not following ethical practices by 

resorting to coercion, to confiscate the collateral assets in the case of default 

credits, it might resort to giving promotion to their microfinance ventures, and 

send a message that the bank cares for the community. 
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 The organisation may seek to change external expectations of their 

performance. This strategy is chosen when the relevant public have unrealistic 

or incorrect expectation of responsibilities. 

 

3.8.4 Managerial objectives 

 

Mathew (1993) has identified two types of managerial objectives: 

 

 Moral grounds: The real motivation of pursing CSR strategies is based 

within the boundaries of social expectation 

 

 Pragmatic grounds: where the organisational legitimacy is the 

motivating force 

 

Identifying which managerial objectives are behind CSR strategies of organisations is 

a difficult task. Deegan (2002) provided a comprehensive review by examining 

managerial motivations for CSR from a moral and pragmatic perspective. He 

suggested that there could be several motivations simultaneously driving 

organisations to pursue CSR and to expect one motivation to dominate all others 

would be unrealistic. Downing and Pffer (1975) suggest that an effective organisation 

must react and respond to changes in social expectations. An organisation that seeks 

to maintain legitimacy in business communities must constantly communicate and 

convey information to the public at large (Brown and Deegan, 1998). However, the 

information might be delayed or distorted and these factors should be accounted for 

when considering how organisational legitimacy might be influenced by corporate 

managers (Mathews, 1993). The attributions could be based on moral grounds and 

pragmatic grounds or, as suggested by Deegan (2002), it could be both. 
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3.8.5 Empirical Studies 

 

Legitimacy might be seen as the key reason for undertaking CSR principles. 

Companies can use CSR activity to gain publicity (Lindblom, cited in Gray et al., 

1996). Studies from Adams (2002), Dovan (2002) and Warseme et al; (2002) found 

that managers intend to pursue CSR to convey legitimising messages to stakeholders. 

Organisations respond to specific environmental performance threats to legitimacy 

through expanded use of voluntary CSR (Patten, 1992, Deegan and Rankin, 1996, 

Warasame et al; 2002). Adams (1998) and Odywer (2002) argue that cultural context 

affects who is identified as a relevant CSR audience and which legitimisation tactics 

are to be utilised. Financial stakeholders both desire and place importance on CSR 

(Tilt, 1994, Epstein and Freedman, 1994, Deegan and Dankin, 1996). CSR may be 

symbolic and have little correlation to actual organisational action (Deegan and 

Dankin, 1996). The literature reveals the dynamics in which relevant audiences are 

receptive targets of CSR messages designed by managers to convey organisational 

legitimacy. CSR is seen as a medium to send and receive relevant information to the 

target audience, which has an impact on an organisation’s legitimacy. In the case of 

some new age banks in India, microfinance is included as part of CSR and the 

microfinance interventions are expected by banks to carry messages regarding 

organisational legitimacy to the target audience. 

 

3.9 Stakeholder Theory 

 

The stakeholder theory of corporate social responsibility emphasises a much broader 

set of social responsibilities for business. Freeman (1984) defines stakeholder as any 

group or individual who can affect, or is affected by, the firm’s objectives. 

Stakeholders of the firm include stockholders, creditors, employers, suppliers and 

public interest groups. This broad definition of Freeman’s marks the beginning of the 

literature of stakeholder management theory, which has been refined by other 

researchers (Alkhafaji, 1989, Windsor, 1992, Clarkson, 1995). Ansoff (1965) was the 

first person to use the term “Stakeholder Theory” in defining the objectives of the 

firm. A major objective, according to Ansoff, was to balance the conflicting demands 
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of various stakeholders in the firm (Ansoff, 1969). Johnson (1971) held the view that 

business should support stakeholders. Freeman (1984) categorised the development of 

stakeholder concepts into corporate planning, business policy models and corporate 

social responsibility models of stakeholder management. In this model, stakeholders 

are identified as customers, owners, suppliers and public groups. Freeman (1984) 

discussed the dynamics of stakeholder influences on corporate decisions. According 

to him, a major role of corporate management is to assess the importance of 

stakeholder demands in order to achieve the objectives of the firm. Ullman (1985) 

developed a conceptual model of corporate social responsibility activities based on 

the work of Freeman. Ullman (1985) concluded that Stakeholder Theory provides an 

appropriate justification for incorporating strategic decisions into studies relating to 

CSR activities (Ullman, 1985). Clarkson (1994) defined primary stakeholders as those 

who bear some form of risk as a result of having invested some form of capital. 

Without such stakeholders corporations cannot survive (Clarkson, 1994). Sandra 

Waddock (2000), in her research, made a distinction between primary and secondary 

stakeholders. Primary stakeholders include owners, employers, customers and 

suppliers. Key secondary stakeholders are communities, governments and activists 

who raise issues associated with corporate behaviour and practices. Therefore, 

Stakeholder Theory suggests that firms should broaden their objectives to include 

other goals, in addition to profit maximisation. This motivation stems from the fact 

that addressing stakeholder needs might be correlated with the firm’s survival, 

economic wellbeing, competitive advantage, trust and loyalty (Mitchell et al., 1997). 

 

Donaldson and Preston (1995) suggest that Stakeholder Theory has three aspects, 

namely: descriptive, instrumental and normative. The descriptive aspect defines and 

explains the theory. The instrumental aspect focuses on the cause–effect relationship 

between stakeholder management practices, stakeholder reactions and corporate 

performance. This instrumental focus is derived from the proposition that maintaining 

good relationships with stakeholders has a positive impact on financial performance 

(Bernman et al; 1999; Donaldson and Preston, 1995). The normative aspect of 

Stakeholder Theory stresses the moral imperatives of practising stakeholder 

management as opposed to business benefits for the firm. 
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The instrumental aspect of Stakeholder Theory is closely linked with the pragmatic 

legitimacy, and the normative aspect of the theory is closely linked with moral 

legitimacy. This study looked at the aforementioned aspects of Stakeholder Theory, 

specifically, customer and organisational relationships. The attributes of customers 

regarding microfinance practices and their potential reaction towards the company is 

discussed in a later chapter. 

 

 3.9.1 Empirical studies 

 

Freeman (1984) argued that without the support and proper management of 

stakeholders, firms would wither and eventually die. Jones (1995) suggested that 

firms that consider stakeholders from an instrumental perspective would even be 

better off because they focus only on stakeholders that can directly impact the firm’s 

performance. Jones (1999) expanded instrumental Stakeholder Theory when he 

suggested that proper management meant developing an optimal level of trust with 

interdependent stakeholders. Research has also shown that primary stakeholders 

(customers, suppliers, employees, owners) are mostly interdependent (Buysee and 

Verbeke, 2003; Christmann, 2004; Sharma and Henriques, 2005). Therefore, primary 

stakeholders are more likely to create pressure and negative actions (Christmann, 

2004; Frooman, 1999; Sharma and Henriques, 2005). Proper management can reduce 

negative actions targeted towards the firm (Brammer and Millington, 2004; Driscoll 

and Crombie, 2001; Knox et al., 2005). The majority of studies indicate that 

managing interdependent stakeholders leads to positive performance (Dowell et al., 

2000; Preble, 2005; Ryan and Schneider, 2003). However some studies have shown 

no impact (Agle et al., 1999; Mattingly, 2004). Most results have revealed that 

maintaining a positive relationship with primary stakeholders is likely to lead to a 

positive performance of the firm. 

 

Stakeholder management studies also suggest that a stakeholder relationship strategy 

may be necessary to reduce adverse actions from secondary stakeholders. Less 

interdependent but still dependent stakeholders may also influence the firm (Clarkson, 

1995; Mitchell et al; 1997; Sharma and Henriques, 2005). Other researchers have 
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supported the view that secondary stakeholders may influence the firm (Christmann, 

2004; Delmas and Terlaak, 2001). Developing and maintaining these relationships is 

likely to have a positive impact on the firm (Hart and Sharma, 2004). Positive 

perceptions of CSR programmes by stakeholders is an important factor in corporate 

effectiveness (Singhapakdi et al; 1996, Kraft, 1991). Firms can achieve long-term 

benefits of brand enhancement, goodwill, differentiation, increased employer 

motivation, higher profitability and quality workforce retention by the community 

themselves to CSR activities (Lantos, 2002; Maignan and Ferrell, 2004). There has 

been a number of studies conducted relating to CSR activities and stakeholders. 

However, there is insufficient research examining stakeholder reaction to socially 

responsible and irresponsible business practices (Maigan and Ferrell, 2004).  

3.10 Attribution Theory 

 

As human beings search for order and meaning in their environment they attempt to 

explain the causes of events they observe. This quest to understand the world is the 

focus of Attribution Theory. Kelley (1973) defines Attribution Theory as how people 

answer questions beginning with why. The theory attempts to describe the type of 

information people use in making causal inferences, and how they use that 

information. Attribution Theory can be widely classified into three categories:  

 

 Person perception (Heider 1958; Jones and Davis 1965; Kelley, 1967) 

 Self perception (Bem, 1972) 

 Object perceptions (Kelley, 1973) 

 

Heider (1958) explains that an individual seems to operate as a naive psychologist in 

understanding the behaviour of others. Jones and Davis (1965) empirically tested 

Heider’s theory. They focused on the effect of action rather than the action itself. 

They proposed three basic criteria that individuals used personally when obtaining 

information about the actions of others for making attributions, namely: choice and 

effects, commonality, desirability. 
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3.10.1 Self Perception 

 

Bem (1965, 1967, and 1972) has argued that individuals look at their own actions or 

verbal reports to judge inferences about themselves. This idea argues that consumers 

make judgments about their own behaviour. Bem believes only slight differences exist 

between self and person perceptions. The attribute which contributes to self 

perception can be classified as external and internal (Schiman et al; 1997). 

 

3.10.2 Object Perception 

 

Kelley’s Attribution Theory (1967, 1971, and 1973) is derived from the work of 

Heider (1958), Jones and Davis (1965), Bem (1972). He extended the Attribution 

Theory to object and generalised perception. Kelley’s information process approach 

has helped to achieve a much broader application to all areas of social perception 

(Mizerski, 1979). There are three criteria that the consumer/observer supposedly uses 

to ascertain whether impressions reflect the inherent properties of the entity rather 

than those of the environment. 

 

 Distinctiveness: The consumer attributes an action to a particular entity (Bank) 

if the action occurs when the entity (Bank) is present and does not occur in its 

absence. 

 

 Consistency over time: Whenever the person or product (microfinance) is 

present the consumer reaction must be the same. 

 

 Consensus: The action is perceived in the same way by other consumers. 

 

Kelley proposes that the degree to which a person’s attributions fulfil these criteria 

determines how confident he feels that he has a true picture of his external world. 

When his attribution does not satisfy the criteria he is uncertain in his views and 

hesitant in action (Kelley, 1967). 
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3.10.3 Empirical studies 

 

Marketing studies of attribution have tended to focus on consequences rather than 

informational antecedents (Klein, 2004). Folkes (1984) illustrated that consumer 

reactions to product failure are a function of the values of three causal dimensions of 

locus, stability and controllability. Folkes et al; (1987) showed how attribution in the 

context of service delays led to a subsequent desire to complain, and affected 

repurchase behaviour. Jorgensen (1994) studied consumer attribution in the context of 

serious company disasters and found that the consumer’s attributions of the cause of 

the incident changed their affect and attitude towards the company. Attributions are 

important because they form the basis of revision and updating of enduring and 

central consumer judgments, such as brand evaluations (Folkes 1988). Many studies 

have been conducted relating attribution and consumers. However, this study 

examines consumer attributions (experiences) in relation to microfinance practices.  

 

 

3.11 Link between the three theories used for the study 

 

It is argued that there is a growing need for companies to maintain public confidence 

in the legitimacy of their operations. As this approval is provided by a broad range of 

stakeholders, it is important for companies to satisfy these stakeholders, as well as 

their shareholders. This perspective links Legitimacy Theory with the Stakeholder 

Theory of the firm. However, it is also important to know the consumer’s experience 

and reaction to microfinance. Attribution Theory helps to understand the thought 

processes of consumers regarding microfinance programmes. This provides the link 

between Stakeholder Theory and Attribution Theory.  

 

Legitimacy Theory has been used as an explanation for why companies voluntarily 

pursue CSR practices (Harte and Owen, 1992; Deegan and Rankin, 1996). Deegan 

and Rankin (1997) provided evidence to support the theory that environmental 

disclosure practices are driven by companies’ attempts to legitimise their actions. 

Legitimacy Theory for this study will help in understanding microfinance practices 
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from a managerial point-of-view. Stakeholder Theory and Attribution Theory have 

been used by researchers to understand the reaction of different stakeholders (Barone, 

1998; Ellen, 2006). 

 

In conclusion, this research has drawn upon Legitimacy Theory, Stakeholder Theory 

and Attribution Theory. Specifically, it focused on the following sections in the 

respective theories.  

 Instrumental aspect of Stakeholder Theory  

 Pragmatic legitimacy and moral legitimacy of Legitimacy Theory 

 Object perception of Attribution Theory 

 

3.12 Theoretical model: impact of microfinance programmes on the rural poor 

 
Figure 3.1 Hypothesised relationships between different constructs 

 

The above model disuses the hypothesised relationship between microfinance 

programs and other key constructs. The model uses the Lundstorm and Lammont 

(1976) contentment and discontentment scales (refer section1.7.3). Contentment and 

discontentment scale has been used previously by many researchers in measuring 

consumer responses (Aaaker and Day, 1972, Buskirk and Rothe, 1970; Quazi, 2002). 
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Contentment and discontentment is taken as the collection of attitudes held by the 

consumers towards different strategies of the organisation((Lundstrom and Lamont, 

1976).This study will measure the extent to which consumers  of microfinance are 

content or discontent with the strategies of the financial institution in the area of 

Sustainability, Breaking poverty cycle ,CSR commitment and Glocalisation. The 

theoretical model for this study was based on a strong grounding of the theory and 

evidence from the literature. The model consisted of 8 constructs. In this model 

consumer attribution towards microfinance programmes was linked to CSR 

commitment, Sustainability, Breaking Poverty Cycle and Glocalisation and was 

examined using the Lundstorm and Lammont (1976) contentment and discontentment 

scales. 

 

As was discussed earlier, a strong focus has been given to studies related to CSR and 

the reactions of consumers in the new millennium. Researchers have argued that there 

are numerous benefits for organisations if they actively follow CSR principles. One 

such benefit could be in the form of repurchase from customers. Noted studies in this 

section include Barone et al, 2000; Sen and Bhattacharya, 2001; Ellen et al 2006; 

Simmons and Becker-Olsen, 2004; Snider et al, 2003. The business rewards of CSR 

tends to be greater when the social initiative is related to a company’s core 

competency (CSR fit) (Kotler and Lee, 2005, Menon and Kahn, 2003, Sen and 

Bhattacharya, 2001). Social and business interests are not necessarily contradictory 

but they can indeed reinforce each other (Kotler and Lee, 2005, Porter and Kramer, 

2002, Prahalad, 2006). In this case it could be argued that there is perfect fit as banks 

have an inherent advantage in dealing with microfinance as part of their CSR. 

Drawing on this evidence, the model proposes a potential link between contentment 

with CSR activities and the repurchase intention of the customers.  

 

Microfinance is tipped to be a product which could help customers move out of their 

poverty cycle. This is substantiated by figures provided by the Microcredit Summit 

and the World Bank on poverty alleviation. The model proposes a potential link 

between customers of microfinance programmes who are content and breaking the 

poverty cycle. However there is a debate on the effectiveness of microcredit. A few 

studies have even found that microcredit has a negative impact on poverty; poor 
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households simply become poorer through the additional burden of debt (Hulme and 

Mosley, 1996). Most studies, though, suggest that microcredit is beneficial, but only 

to a limited extent (Dichter, 1996). So the question of sustainability of the 

programmes is an important one and evidence from the literature suggests that 

microfinance programmes generally are not able to achieve sustainability. Hence the 

model proposes a link between discontentment and sustainability of the microfinance 

programmes.  

 

One of the reasons behind the failure of programmes is that they have not taken into 

account local preferences (Rugimbana, 2005), instead, they rely on a one- size-fits-all 

policy (Bhatt and Tang, 2001). The aforementioned researchers are now arguing for 

the need to cater microfinance products according to the different needs of the market. 

It is reasonable to argue that microfinance programmes still lack glocalisation, hence 

the model proposes a link between discontentment and glocalisation. 

 

 

 

3.12.1 Definition of Variables 

 

Microfinance programmes: Refers to all microfinance programmes offered by the 

ICICI Bank targeting the rural poor of India. 

 

Breaking Poverty Cycle: People who are able to provide all meals per day for their 

families. 

 

Contented Consumers: People who express satisfaction with the programmes offered 

by the bank.  

 

Discontented Consumers: People who express dissatisfaction with the programmes 

offered.  
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Glocalisation: Refers to the degree to which banks are able to cater to local 

preferences and needs of the consumer by integrating globally derived and locally 

acceptable ideas.  For this study, it is a test of CSR commitment of the organisation, 

ie, greater the degree of glocalisation the more the organisation is committed to local 

issues. 

 

Purchase Intention: Refers to the consumer’s preference for buying additional 

products from the Microfinance Institution. 

 

CSR Commitment: Refers to the rigor of the MFI institution in being socially 

responsible. 

 

Sustainability: Refers to the consistency of the income generation activities 

developed using microfinance programmes.  

 

 

3.13 Hypothesis 1  

 

The new age banks in India, namely ICICI bank and ABN Amro, selected for this 

study have clearly stated that they are pursuing microfinance as part of their CSR. 

Despite the commercial nature of the banks and the heavy competition in India’s 

financial sector, the above statement clearly indicates that this bank is trying to make 

a difference by positioning itself as a responsible corporate citizen through their 

microfinance initiatives in the form of CSR. The banks have ventured into the 

microfinance sector to achieve these goals. This is very similar to the strategic 

approach towards CSR suggested by Kotler and Lee (2005). The banks are trying to 

fulfil the social need of providing financial aid to the poor through microfinance. By 

targeting the rural poor of India, the bank has developed a key strategic market 

segment. By following this strategy, new age banks are trying to achieve the dual 

advantage of being good corporate citizens while also embarking on profitable 

ventures. Those who support the adoption of CSR policies strongly feel that such 

practices may enhance the reputation of the bank and, subsequently, enable 
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companies to reap long term strategic benefits by maintaining its legitimacy, 

competitiveness and sustainability in the market (Burke and Logsdon 1996, Lantos 

2001, Porter and Kramer, 2002, Johnson 2003). CSR is seen as a medium for sending 

and receiving relevant information to the target audience, which has an impact on an 

organisation’s legitimacy. Research conducted on financial institutions points out to 

the benefits of being socially responsible. Noted studies include Orgizek (2002), 

Asher (1991), Pomering and Dolnicar (2006). The result of all these studies suggests 

that consumers are generally satisfied with the CSR commitment of the banks and this 

could result in repurchase intention by the consumers. In the case of some new age 

banks in India, microfinance is included as part of CSR and the microfinance 

interventions are expected by banks to carry messages regarding organisational 

legitimacy to the target audience. For example, ICICI Bank is the pioneer in 

establishing microfinance in India among the new age banks, and to date has the 

largest number of consumers in microfinance. It would be quite interesting to know 

the contentment of consumers about the CSR commitment of the banks and whether it 

would affect the repurchase decision of the customers. Hence, as suggested earlier by 

the model, the research proposed the following hypotheses.  

 

H 1 a- Customers of microfinance are content with the CSR commitment of the 

MFI   

 

CSR commitment and Purchase Intention 

 

The evidence from literature on CSR suggests that consumer responses to CSR could 

be different. Studies by some researchers found that consumers respond to CSR in a 

positive way if they identify an organisation as having similar perspectives as their 

own (Maignan and Ferrell, 2001; Webb and Mohr, 1998). Sen and Bhattacharya 

(2001), in their research, focused on the key mediating and moderating factors on 

consumer responses to CSR activities. The authors suggested that the company’s CSR 

activities led to more favourable company evaluations and greater purchase intentions 

through building consumer–company congruence. Congruence aligns a company’s 

interests with the customer’s interest, which results in favourable consumer attitudes. 

The consumer will have a more favourable evaluation and high purchase intention if 
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the company’s trait expressed through CSR activities overlap with the consumer’s 

values. The results of other survey will find out if there is any link between consumer 

(dis)contentment of CSR activities and purchase intention. In other words, would the 

consumer who is happy with the CSR activities of the MFI show more loyalty 

towards MFI. This phenomenon was tested by the following hypothesis. 

 

H 1 b-The degree of Contentment on CSR commitment is positively related to 

purchase intention 

 

 

 

 

3.14 Hypothesis 2 

 

There is considerable difference of opinion between researchers on the effectiveness 

of microfinance programs. Many reasons have been put forth for their failure. They 

include high interest rate (Hassan, 2002), risk on ending in circle of debt (Snow and 

Buss, 2001), free riding, conflicts between villagers, and gender (Hassan 2002). 

However researchers like Bhatt and Tang (2001) attribute the failure of microfinance 

programs to a failure of considering local needs and preferences. This finding was 

supported by Rugimbana (2005) when the study found that the failure of microfinance 

programs was due to the insensitivity of microfinance providers with regard to local 

needs and preferences. Megics et al., (2000) also argues for a market led (glocalised) 

approach to microfinance. Microfinanciers have traditionally relied on a one-size-fits-

all policy (Bhatt and Tang 2001). This approach focuses on providing credit only. 

Globally, microfinance programmes are derived on the principles of reliance on 

character, peer pressure rather than collateral as security and leveraging social capital. 

However, there are different viewpoints in terms of issues, like gender, type of 

products, size of loans, repayment rate and distribution. These differences point to the 

fact that the one-size-fits-all strategy is less effective and hard to implement in the 

case of microfinance. This scenario warrants the increased need for glocalisation 

(providing a blend of global and local solutions) of microfinance initiatives, 

depending on different requirements unique to a particular market. Glocalisation of 

microfinance is expected to deliver consumer satisfaction, which, in turn, would have 
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an impact on the success of ventures started by consumers. However, glocalisation is 

seldom followed by MFIs; this phenomenon was tested by the following hypothesis. 

 

H 2 a-Customers of microfinance are discontent with the glocalisation strategies 

pursued by MFI. 

 

 

3.15 Hypothesis 3 

Microfinance is a well-known programme that has been claimed to be the solution to 

the removal of poverty among the poorest of the poor. All governments, Self-Help 

Groups, businesses, banks and the poor who receive the help believe in it and vouch 

for its efficacy. Business organisations, banks and even industries jump into the fray 

to use it as a tool for their CSR. The question of sustainability of both microfinance 

providers and income generation activities has been raised consistently by 

researchers. NGOs fail in their microfinance venture because they do not have a 

sustainable business model, often providing loans without proper assessment and 

subsidising interest rates, which can lead to the demise of these organisation (Schmidt 

et al., 1996). The sustainability of microfinance institutions, as described above, 

cannot be achieved if the institutions do not meet the needs of the people that they are 

designed to help (Snow 1999). Snow (1999) points out that sustainable microfinancial  

institutions must be embedded in, and linked with, a network of existing local 

institutions. Cerena (1993) suggests that sustainability must be socially constructed 

and it should focus on the development of the poor. Based on the literature it could be 

argued that an MFI that has a successful business model and fails to achieve 

sustainable development of the poor is not a successful organisation. It would be 

considered as a successful business that has failed to meet its objectives. An ideal 

MFI should be able to achieve sustainability on both fronts. The survey intended to 

uncover consumer (dis)contentment relating to the sustainability of income generation 

activities started with the help of microfinance. The results would help to understand 

how successful new age banks were in meeting their objectives of helping the poor. 

The sustainability aspect of microfinance was tested by the following hypothesis. 
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H 3 a- Customers of microfinance programmes are discontent with the 

sustainability of income generation activities. 

3.16 Hypothesis 4 

Breaking the poverty cycle 

The goal of an MFI is to target poor people and help them out of poverty. Grammeen 

Bank of Bangladesh and the Bangladesh Rural Advancement Committee (BRAC) are 

examples of MFIs that have contributed to poverty alleviation. The world 

development report by the World Bank in 1990 suggested an approach that was 

market friendly and recognised the importance of direct interventions in reducing 

poverty. Microfinance was seen as an important means of increasing productivity in 

the poor, and also to help address the failure of credit markets (Joseph, 1993). 

According to Legerwood (1999) the major purpose of microfinance institutions is to 

create employment, reduce poverty, help existing business to grow or to diversify 

their activities, empower women or other disadvantaged population groups. Most 

studies suggest that microcredit is beneficial, but only to a limited extent (Dichter, 

1996) A few studies have found that microcredit has a negative impact on poverty; 

poor households simply become poorer through the additional burden of debt (Hulme 

and Mosley, 1996). Consumers of microfinance are not seasoned businessmen or 

women; to most of them it is a new venture. The major objective of new age banks is 

to provide loans to those who do not have a bank and to help them to get out of their 

poverty. The survey intended to find out whether customers of microfinance were 

(dis)content with strategies of the MFI in relation to reducing poverty. The following 

hypothesis tested consumer (dis)contentment on the above issue. 

 

H 4 a- Customers of microfinance are content with its ability to break the poverty 

cycle. 

3.17 Conclusion 

This third chapter provides the background to the literature on CSR. Different 

research streams on CSR are outlined. Recent studies conducted in relation with 

stakeholders and CSR are examined. This chapter identifies the important research 

gaps in the literature and the hypotheses for the research have been developed.  
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Chapter 4 
 

Research Methodology 

4.1 Introduction 

 

The objective of this chapter is to discuss the methodology adopted for this study. The 

chapter is presented in nine short parts. Parts one and two discuss the different 

paradigms and justification of research design. Parts three and part four provide an 

evaluation of quantitative and qualitative data collected; the sampling and analysis 

technique involved as well as the description of the instrument to measure current 

MFI programmes. This is followed by a discussion on the administration of the 

instrument (part 5) and the details of sample size and computer programmes used 

(part 6). Part 7 looks at the possible limitation of the methodology, and part 8 

discusses the choice of the survey nation and sample, the measurement of the 

dependent and independent variables. Part 9 presents ethical considerations. 

 

4.2 Research paradigms 

 

A paradigm is defined as a basic orientation to theory and research (Neuman, 2003). It 

is a basic set of beliefs that guides action in inquiry or research (Lincoln and Guba, 

2000). A paradigm identifies how researchers view the world and how they relate it to 

the object of their study. They are often described by the way they deal with 

ontological, epistemological and methodological questions (Lincoln and Guba, 2000). 

Ontological questions focus on discerning the nature of reality (Creswell, 2003), and 

epistemological questions explore the nature of knowledge and the relationship 

between people or phenomena, and researchers come under this part of the study. The 

methodological questions focus on the methodologies used to collect and analyse data 

(Creswell, 2003). 
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The literature suggests that researchers lack consensus in classifying paradigms 

(McKelvey, 2002). Some authors like Nola (1988) emphasise two, namely: positivism 

and post positivism. Other researchers like Guba and Lincoln (1994) suggest that 

there are three major paradigms in social sciences, namely: positivistic, interpretive 

and critical. Guba and Lincoln (1994) argue that there are four paradigms: positivism, 

post-positivism, constructivism and critical theory. However, of the four paradigms, 

the positivist and constructivist paradigms have been widely applied in social science 

research in the last three decades (Tashakkorie and Teddlie, 1998). 

 

 4.2.1 Positivist Paradigm 

 

The positivist paradigm is a research approach that treats ‘social facts’ as existing 

independently of the activities of both participants and researchers (Silverman, 2006). 

Positivism identifies reality as what can be observed through the senses, and 

knowledge is seen as value free as it relies on objective fact (Bettis and Gregson, 

2001). In this research approach, the social world is assumed to be independent of 

human consciousness (Neuman, 2003). Positivists believe that truly objective research 

is possible. They consider it as the best approach to understanding the world and to 

predicting it (Bettis and Gregson, 2001). Falconer and Mackay (1999) suggest that the 

nature of the positivist view of social sciences combines deductive logic in nature 

with research questions expressed as hypotheses, which are tested empirically as part 

of the study. In methodological terms, the positivist paradigm is associated with 

quantitative methods of research (Sale, Lohfeld and Brazil, 2002). 

 

4.2.2 Constructivist Paradigm 

 

The Constructivist paradigm is based on the observation and scientific study about 

how people learn to construct their own understanding and knowledge of the world 

through experience and reflection (Bettis and Gregson, 2001). In this research 

approach, both researchers and respondents of the study engage in dynamic 

interaction that creates more understanding of the findings. This approach is based on 
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the principle that knowledge is always a human construct and is not value free (Bettis 

and Gregson, 2001). Thus the constructivist paradigm is generally opposed to the 

positivist approach. 

 

Qualitative methods can be an effective tool under the constructivist paradigm 

(Creswell, 2003). There are many important paradigmatic differences between 

qualitative and quantitative research and they should generally not be mixed (Johnson 

and Onwuegbuzie, 2004). However, there are some similarities between them which 

are sometimes disregarded. In the wake of interdisciplinary, complex and dynamic 

nature of research, many researchers want to complement one method with another 

and understand the multiple methods used by other scholars to facilitate 

communication, to promote collaboration and to provide advanced research. 

 

Tashakkori and Teddlie(1998) proposed the term ‘pragmatism’. Pragmatism, 

according to them, views qualitative and quantitative methods as complementary. 

They demonstrated how research approaches can be mixed effectively in such a way 

that it presents the best opportunity for answering vital research questions (Johnson 

and Onwuegbuzie, 2004). Researchers argue that this method enhances the credibility 

of the findings (Petter and Gallivan, 2004). The research approach of integrating two 

methods is called mixed methods. This research involves the use of instruments that 

use both schools of thought.  

 

4.3 Justification for the research design 

4.3.1 A mixed methods approach  

 

A study that combines one or more qualitative and quantitative research techniques 

for data collection as part of a single study is classified as a mixed methods approach 

(Brokan, 2004, Creswell, 2003, Johnson and Onwuegbuzie, 2004). The mixed method 

has two approaches, ‘within methods’ and ‘between methods’. For example, in the 

case of ‘within methods’, various types of quantitative methods would be used for the 

study. The ‘between method’, used for this research combines qualitative and 

quantitative methods of data collection (Creswell, 2003). 



 91 

4.3.1.1 Advantages of following the mixed method approach 

 

Mixed method approaches enable researchers to add scope and breadth to the study 

(Creswell, 2003). This method helps to achieve complementary results by using the 

strength of one method to enhance the other (Sale, et al., 2002). Following this 

method will help to get an in-depth answer to the research questions and will reduce 

bias (Johnson and Onwuegbuzie, 2004). Patton (1990) suggests that when examining 

consumer behaviour and attitudes, it is most useful to adopt a variety of data 

collection approaches. Authors, such as Tashakkori and Teddlie (1998) and Veal 

(2005), have argued that since mixed method approaches provide stronger inferences 

and allow for the opportunity of presenting a greater diversity of divergent views, they 

are superior to single approach designs.  

 

4.3.2 A mixed methods approach for the study 

 

The purpose of the study is to investigate the proposition that a key consideration to 

making MFI programmes and strategies more sustainable, and thereby alleviating 

poverty more effectively, may be to develop their global-local interface, or glocality. 

This study addressed the above proposition by specifically assessing current MFI 

programmes and strategies deployed by new age banks (in one of the world’s largest 

communities of poor people) in India, against the experiences (or attributions) and 

contentment (satisfaction) levels of the targeted poor.  

 

To achieve this purpose, the study intended to: 

 

 Conduct interviews with managers of new age banks and MFI to ascertain their 

understanding of CSR in the context of their bank’s mission and implementation 

of microfinance strategies.  

 Conduct survey of consumers of microfinance. This survey is intended to gauge 

consumer attributions and contentment of the microfinance programmes and 

gauge glocality and CSR commitments of their retail bank.  
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Such a purpose justified the use of a mixed method approach that utilised both 

qualitative and quantitative techniques in the same survey (Morse, 2003). According 

to Morse (2003), a mixed method approach involves an analysis of both qualitative 

and quantitative data in a single study in which the data has been collected 

concurrently or sequentially. This data is then subject to integration at one or more 

stages in the process of the research study. The mixed method approach is based, 

essentially, on the premise of triangulation, which involves the use of more than one 

research approach in a study to gain a broader, or more complete, understanding of 

the issues being investigated (Veal, 2005).  

 

Both semi-structured interviews with managers and the semi-structured surveys of 

consumers required instruments that consisted of open-ended and closed-ended 

questions.  

 

Figure 4.0 - Layout of Mixed method approach (Qualitative and 

Quantitative Phases of the Study) 
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4.4 Phase I - Qualitative Data collection 

A qualitative research is an inquiry process into social and human problems (Creswell, 

1994). Data is usually collected through interviews, observations and focus groups 

(Creswell, 2003). This helps the researcher to get a closer view of the perspective of the 

subjects (Falconer and Mackay, 1999). For this study, personal interviews with 

managers were used. 

4.4.1 Personal Interviews 

 

Personal interviews refer to the purposeful conversation and verbal communication in 

which the interviewer asks prepared questions and respondents answer them (Oatey, 

1999). Interviews are often used as key components in mixed method approaches in 

social science to improve understanding of social phenomena (Meho, 2005). They are 

commonly used in exploratory and descriptive research (Mathers et al; 2002). 

 

The purpose of the interviews is to explore the subjective knowledge, opinions and 

beliefs of individuals (Sewell, 1998). This would help achieve a broad range of 

information about certain research questions, resulting in more enhanced understanding 

of the problem to be obtained (Mathers et al; 2002). For this research, interviews with 

managers will help gain an understanding of CSR in the context of their bank’s mission 

and implementation of microfinance strategies. 

 

4.4.2 Interview Techniques 

 

Interviews can be widely classified into three categories. Some interviews encourage 

lengthy and detailed replies while others are designed for short and specific responses. 

There are different interviewing techniques, ranging from completely unstructured to 

highly structured (Mathers et al; 2002). Unstructured interviews are usually used as the 

preliminary step in the research process in order to generate ideas and may comprise of 

open-ended questions (Oatey, 1999). The respondent in this technique is encouraged to 

express and talk freely about the subject (Mathers et al; 2002). This technique is 
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appropriate when there are fewer people for the interview and the expected responses are 

different (McMurray, et al., 2004). 

 

The second type of interview technique is called the structured interview. This technique 

uses a list of particular questions in which a range of possible answers to each question is 

known in advance (Oatey, 1999). One of the major advantages of this approach is that 

the information is easily quantifiable and allows responses to be compared. However, 

the major disadvantage is the lack of flexibility of fixed questions (Oatey, 1999). 

 

The third type of interview technique is called the semi-structured interview. This 

involves a series of open-ended questions in which the interviewer has the freedom to 

probe the interviewee to elaborate on the original response or to follow a line of inquiry 

introduced by the interviewee (McMurray et al., 2004). This method is useful when 

collecting attitudinal information on a large scale or when the research is exploratory and 

it is not possible to draw a list of pre-coded questions because little is known about the 

subject area (Mathers at al., 2002, McMurray et al., 2004). This study followed the semi-

structured interview method because of the lack of information available in the subject 

area. 

 

4.4.3 Sample size for interviews 

 

Personal interviews were used in this research to explore the underlying reasons of the 

banks in pursuing microfinance programmes through the notion of CSR. There are no 

rules for calculating the sample size for qualitative interviews; however, most 

researchers recommend small samples. The adequacy of the answers to the research 

question is the most important factor in determining the right sample size for a 

qualitative study. For simple questions or very detailed studies, this might be in single 

figures (Marshall, 1996). For this research, six interviews were conducted to collect 

qualitative data. An interview protocol was developed manually to collect data.  

 

 

 



 95 

 

4.4.4 Transcribing the interviews 

 

All interviews were conducted in English. The managers interviewed in this research 

were highly educated and their proficiency in English was excellent. This allowed the 

researcher to avoid mistakes in translating. The researcher recorded information by 

making notes. Most researchers have their own style in making notes, which can 

range from a verbatim account to a diagrammatic style that records key phrases and 

words, or it could be combination of both (Saunders, et al., 2006). This researcher 

used the latter style, combining the diagrammatic style with verbatim accounts. The 

option of tape recording was not considered because tape recordings can adversely 

affect the relationship between the interviewee and interviewer and may have 

inhibited some interview responses and thus reduced reliability (Smith et al., 2002, 

Ghauri and Gronhaug, 2002). The intensive nature of the discussion and the need to 

optimise what was revealed required the researcher to make notes as was soon as 

possible after the interview (Saunders et al., 2006). The researcher left at least a two 

or three day gap between interviews. It was necessary to arrange interviews with 

sufficient gaps between them to allow the researcher to write up notes and to analyse 

the results before moving on to further data collection ( Smith et al., 2002, Erlandson 

et al., 1993). The researcher spent four to five hours after each interview making 

detailed notes before moving to the next interview.  

4.4.5 Interview analysis technique  

 

There are numerous approaches and strategies in terms of qualitative data analysis. 

According to Tesch (1990) these strategies are grouped into four. 

 

 Understanding the characteristic of language  

 Discovering regularities 

 Comprehending the meaning of text or action 

 Reflection 
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According to Saunders et al., (2005) one particular feature which is common in all 

these strategies is breaking down the mass of qualitative data to separate them into 

different categories. This helps the researcher comprehend and manage data. It also 

helps to integrate data drawn from different transcripts, to identify key themes and to 

draw conclusions about each category (Dey, 1993; Miles and Huberman, 1994).  

 

According to Strauss and Cobin (1998) there are three main sources through which 

the researcher can generate names for those categories. Researchers can utilise the 

terms emerging from the data, which could be actual terms used by the participants or 

they could come from the existing theory and literature. For the purpose of this 

research, categories were formed from the theoretical framework of this study. Some 

categories were created later from the terms that emerged from the data. The major 

categories from the theoretical framework were CSR, Legitimacy, Glocalisation, 

Sustainability and Breaking of Poverty Cycle. Categories like Gender, Selection 

Criteria for MFI and recommendations for improvement were added later, during the 

transcription process. Yin (1994) suggests that if the researcher uses theory to develop 

his research questions it would be useful to use the same theoretical propositions to 

develop a framework to aid in collecting and analysing data.  

 

4.4.6 Manual Analysis of Data  

 

It was decided to follow a manual analysis of data and not to use software textual 

analysis programmes like Nvivo for this research. With qualitative researchers there 

are two opposing schools of thought. There is one faction that believes software is 

central to analysis processes and there is another faction that believes it is not 

important and can lead to mistakes in analysis (Welsh, 2002). If the data set is small it 

is advisable to use manual methods (Welsh, 2002). Smith and Biber (1996) in their 

study on qualitative methods using software argue that it can be used as an organising 

tool. It makes sense to use software likes Nvivo if the number of interviews is high. 

However, for the purpose of this research, a manual method was chosen as the 

number of interviews conducted was relatively small. The interview transcripts were 

broken down into different themes manually. This process helped to compare the data 
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across different interviews, thereby helping the researcher identify key phrases and to 

identify recurring thoughts (Gwinner et al., 1998). 

4.5 Phase 2 – Quantitative Data Collection 

 

After the completion of interviews with the managers, as part of phase 1, the study 

collected quantitative data. A quantitative research must determine the relationship 

between the independent variables and dependent variables, which the researchers are 

trying to establish (Hopkins, 2000). Quantitative research designs are either descriptive 

or experimental. A descriptive study establishes association with variables and requires a 

large sample size in order to avoid sampling bias. In the case of experimental design, it 

involves small size samples (Hopkins, 2000). This research followed a descriptive 

design, hence required a larger sample size. A model outlining the proposed relationship 

between different variables is shown as part of Figure 3.1 (page, 77). 

4.5.1 Surveys 

 

A research technique that provides a numeric description of trends, opinions and 

attitudes of a population by gathering information from a sample of people is called a 

survey (Creswell, 2003). The information from surveys may be presented in a statistical 

format (Newman, 2003). The different techniques for collecting data include requesting 

participants to fill the survey face-to-face, by telephone, mail or internet (McMurray et 

al., 2004). 

 

Telephone interviews facilitate gathering of information quickly from a geographically 

dispersed sample at a reasonable cost. The main disadvantage involved with this 

technique is the inability to use visual aids and in getting data from people who do not 

have access to a telephone (McMurray et al., 2004). For this study, this was not an 

appropriate method of collecting data as the target population were the rural poor in the 

southern states of Kerala and Tamilnadu in India, who generally do not have telephone 

access. Moreover, presenting visual aids and clarifying certain questions was vital for 

this study because most of the consumers were illiterate. 
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Mail surveys enable the researcher to cover a large geographical area with relatively low 

costs. This allows the respondents to answer questions in their own time without the 

influence of the interviewer (Curwin and Slater, 2002). The major disadvantage of the 

mail survey is a low response rate and a lack of control over non-response of questions. 

This type of data collection is recommended when the targeted population is highly 

educated (McMurray et al., 2004). The subjects selected for this study were generally 

uneducated, and most of them possessed only basic literacy skills and some did not even 

have access to mail, as they did not have a permanent address. Hence, this was not an 

appropriate method for this study. 

 

The most appropriate method for collecting data for this study was through personal 

interview. The subjects selected for this study were the rural poor located in remote 

villages without the basic infrastructure of things like roads and bridges. They do not 

have access to modern communication channels. This made personal interviews the only 

viable method for collecting data. The personal interview method offers a number of 

advantages, such as a high quality of response (McMurray et al., 2004). This method 

also helps the researcher to clear up any misunderstandings, and provides the researcher 

with an opportunity to probe for more information (Curwin and Slater, 2002). The main 

disadvantage of this method is the high cost of collecting data (McMurray et al., 2004). 

The data for this study was collected by visiting 20 different SHGs (10 from Kerala and 

10 from Tamilnadu). The 10 SHG’s from each state were selected at random. 

 

4.5.2 The Selected Survey Instrument 

 

A questionnaire is a formalised set of questions for obtaining information from 

respondents (Malhotra, 2004). A researcher should provide careful consideration in 

development of the questionnaire so that it translates the information needed into a set of 

specific questions that motivates the respondents to complete the questionnaire and to 

minimise response error. 

 

 The main instrument to survey customers was the Consumer Discontentment Scale 

(CDS), developed by Lundstrom and Lamont (1976). The questionnaire was designed to 



 99 

collect the contentment and discontentment of customers. In this context, consumer 

discontent was defined as the collection of attitudes held by consumers toward the 

strategies deployed by new age banks, mainly in areas related to Sustainability, 

Glocalisation, Breaking Poverty Cycle and CSR. 

 

4.5.2.1 Design and Layout of the questionnaire 

 

The design of each question should be determined by the data to be collected. Bourque 

and Clarke (1992) suggest three approaches in designing questions. The first and easiest 

method is to adopt questions from other questionnaires. The second method is to adapt 

questions from other questionnaires, and the third method is to develop specific 

questions. Adopting questionnaires is where the researcher takes a set of questions which 

have already been used for another research project without making any changes. 

Adapting is where the researcher makes some changes to the wording of the 

questionnaire to suit their own research objective. The third method is where the 

researcher develops questions without depending on any previous questionnaires.  

 

The questionnaires used for this study were divided into three broad areas. The questions 

in the first and the last sections were developed by the researcher, the second section was 

adapted from Lundstrom and Lamont (1976). Statements were modified from the 

original pool of items developed by Lundstrom and Lamont (1976) to measure the 

(dis)contentment of customers of microfinance . 

 

Section 1: Banking Patterns: This section consisted of questions related to banking 

product preferences and usage levels of consumers of microfinance. It checked the 

familiarity of consumers of microfinance with banking services. It consisted of 22 

questions. The questions were framed to elicit information on the following key areas.  

 Information on interest rates 

 Information regarding the extent of help provided by the bank  

 Returns generated from activities started with microfinance 

 Whether the consumers are able to repay the loan? 

 How, or from which source, are the consumers repaying the loan? 
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 Sources of alternative finances available 

 Type of treatment received by the consumers from bank officials   

Section 2: Perceived Evaluations of Microfinance: This section dealt with questions 

that allowed consumers to evaluate the banks and gauged the extent of their 

(dis)contentment and attribution with the microfinance strategies in relation to 

 CSR  

 Glocalisation  

 Breaking Poverty Cycle    

 Sustainability.  

 

The questionnaire consisted of 48 statements measuring consumer (dis)contentment in 

the above mentioned areas. The widely used Likert scale was used for this instrument. A 

Likert scale requires the respondent to indicate the degree of agreement and 

disagreement with a variety of statements related to a phenomenon (Aaker and Day, 

2004). The main advantage of the Likert scale is that it is easy to construct and 

administer. This scale is also easy for the respondents to understand and is suitable to 

administer through mail, telephone or personal interviews. The rating scale can vary 

between two to any higher number, but most researchers prefer five or nine (Cox, 1980, 

Saunders et al., 2006). 

 

The original Consumer Discontent Scale (CDS) was an eighty-two item self-report 

measure. However, they were pruned to 48 items for this study as some of them were 

found to be redundant as they did not match the objectives of the study. The 48 items can 

be considered to be a subset of the 82 original items. In the original model, each item is 

scored on a six-point Likert scale from “strongly agree” to “strongly disagree” 

(Lundstrom & Lamont, 1976; Rugimbana et al., 2005). While the scale contains both 

positive and negative statements, most of the items have a negative orientation 

(Lundstrom & Lamont, 1976). Positive statements are scored from 1 to 6  for “strongly 

agree” to “strongly disagree”, and negative statements are reversed, scoring from 6 to 1 

ranging from “strongly disagree” to “strongly agree” (Lundstrom & Lamont, 1976). The 

48 statements for this study will have a scoring of 1-5 to ease responses and data entry 

for analysis. A five point scale is quite simple for the researcher to read out and analyse 

the complete list of scale descriptors. This clarification is lengthier for the higher point 
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format (Dawes, 2008). The statements were be grouped into four sets. Each set of 

statements revealed the consumer (dis)contentment towards the variables examined for 

the study. 

 

CSR  

 The majority of the statements were designed to provide answers about consumer 

(dis)contentment towards CSR by the bank. This is the principal area under 

investigation. The banks selected for this study are pursuing microfinance as part of their 

CSR. A total of 17 items were designed to measure consumer attribution on the CSR 

activities of the bank. The statements were mostly negative in nature and asked the 

consumers their degree of agreement or disagreement on various CSR strategies. 

 

Glocalisation  

A total of eight statements examined consumer (dis)contentment on the glocalisation 

strategies pursued by the banks. The customer’s attribution on the banks’ commitment in 

addressing local needs and preferences were examined using those statements. 

 

Breaking poverty cycle  

Twelve statements were designed to examine consumer (dis)contentment on whether 

microfinance was effective in helping consumers break their poverty cycle. 

 

Sustainability 

Ten statements were grouped under the sustainability question. Specific statements 

related to micro-enterprise development and financial stability were included in this 

section.  

 

Section 3: Personal Characteristics: This section had a total of five questions and was 

related to personal details, including gender, age, education and income. These 

demographic variables are essential in determining the similarities and differences 

between respondents. They may have a bearing on the perceptions of the consumers.  
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4.6 Administration of instrument 

4.6.1 Translation of Questionnaire 

 

Translating questionnaires requires careful attention. This is particularly important for 

international research (Saunders et al., 2006). Usunier (1998) suggests four areas that 

require careful consideration in translating the questionnaire. They are:  

1. Lexical meaning – the precise meaning of individual words 

2. Idiomatic meaning – the meaning of groups of words which are natural to the 

native speaker and not deducible from the individual words. 

3. Grammar and Syntax – the correct use of language including the order of the 

words and phrases which would result in meaningful sentences. 

4. Experimental words – the equivalence of meanings of words and sentences for 

people in everyday experience. Careful consideration should be given by the 

researcher in making sure the questionnaire has followed the lexical meaning, 

grammar and syntax, especially with translating terms like CSR and corporate 

citizenship, where the right choice of words is crucial for an appropriate 

response. 

 

The structured questionnaire was firstly developed in English and then translated into the 

two languages, namely, Malayalam, which is the native language of Kerala State, and 

Tamil, which is the native language of State of Tamilnadu. There were four alternative 

procedures in translating the instrument (McGorry, 2000).  

They were: 

 One Way translation ( Direct Translation ) 

 Back Translation ( Double Translation) 

 Translation by committee 

 De-centering (McGorry, 2000) 

 

Direct translation is frequently used when a bilingual translator translates the 

questionnaire directly from the base language to the respondent language. This process is 

less expensive and less time consuming than other methods. The main challenge, 
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though, is that the translator needs to be fluent in both languages and familiar with both 

cultures, failing this can lead to errors related to lexical meaning and grammar.  

 

In the case of a back translation approach, the questionnaire is prepared in one language 

and a bilingual translator translates it into another language. A second bilingual 

independently translates the material back into the original language. This process leaves 

the researcher with two sets of copies of the questionnaire. This method helps the 

researcher evaluate the quality of the translation even if the researcher has no knowledge 

of the target language. If the results are not satisfactory, then this process may be 

repeated till the desired quality is ensured.  

 

The committee approach includes the service of a group of bilinguals who translate the 

questionnaire from the base language to the target language. The advantage of this 

process is that the questionnaire goes through a stringent peer review process to weed 

out any mistakes.  

 

In the case of a de-centring approach, the final questionnaire is not accepted until the 

entire translation process has been completed. If the translator feels that certain 

grammatical structures or words should be changed to reflect the language and cultural 

differences, then subsequent changes are made in the original questionnaire (Werner and 

Campbell, 1970). 

 

As indicated above, this research required translation into two languages: Malayalam 

and Tamil. The researcher is fluent in both speaking and in writing Malayalam, as he 

lived more than 20 years in the State of Kerala. This was an advantage in translating the 

questionnaire to Malayalam. A direct translation approach was used to translate the 

questionnaire to Malayalam. The researcher is also familiar with the culture and 

subculture in both states. In the case of Tamil the researcher has some knowledge with 

spoken Tamil; however, he does not possess any written communication skills. In the 

case of Tamil, a back translation approach was undertaken by the researcher. This 

method has been described as one of the most adequate of translation processes (Marin 

and Marin, 1991). The original questionnaire in English was translated by an approved 

bilingual translator based in the city of Coimbatore, Tamilnadu. The Tamil questionnaire 
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was translated back into English by another approved translator based in Coimbatore. A 

comparison was made on the questionnaires for any discrepancies. This process was 

repeated with another translator, until the statements were translated accurately.   

 

4.6.2 Scaling of Questionnaire 

 

Given that Section 2 of the questionnaire was taken verbatim from the original 

Lundstrom and Lamonth (1976) questionnaire and from other studies, no changes in 

terms of their scaling were made. However, minor modifications were made to the 

Lundstrom version for this study, whereby a five-point response scale was used in place 

of the original six-point scale, for ease of response, data entry and analysis. A similar 

approach was successfully used for a shortened version of the Lundstrom scale by 

Rugimbana et al. (1994). The advantage of using "old" instruments (tested for reliability 

and validity), or parts thereof, is in their control for halo effects (Wilkie & McCann, 

1972; Razzaque, 1994); its cultural positioning effects (Bond, 1988); or the tendency for 

respondents to use particular portions of the scales, which in this case originate from 

Western society.  

 

Individualistic cultures tend to be centripetal in their use of scales, while collectivistic 

cultures tend to be centrifugal in their responses. Most of the scales used tend to reverse 

order their scales in-keeping with Wilkie and McCann's (1972) recommendations. In 

analysing the data, each of the Likert-type statements was assigned a weight from 1-5 or 

5-1 depending on the order of the statement, positive or negative, in relation to the 

underlying construct in operation for the statement. The mean of all the scores obtained 

by the statements were used to operationalise a particular construct, which was then 

deemed to be the score for that construct.  

 

4.6.3 Pre-test of questions to assess validity  

 

Selection of questions is critical in a survey. The questions were prepared by the 

researcher based on the judgment of the researcher and needed to be tested before they 

were administered. The objective of this pre-test is to refine the questionnaire (Saunders 
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et al., 2006). The preparation of the research instrument was guided by the relevant 

literature and expert opinion in the field of research. Saunders et al., (2006) suggest that, 

initially, the questions should be provided to a group of experts to comment on their 

characteristics and appropriateness. This process of allowing suggestions to be made on 

the structure of the questionnaire would help establish content validity (Mitchell, 1996). 

The pilot test of the questionnaire developed for this study was conducted in two stages. 

In the first stage, as suggested by Saunders et al., (2006), the questionnaire was reviewed 

by three academics familiar with microfinance programmes and the Lundstorm and 

Lamont scale. This process ensured the integrity of the content and encountered scrutiny 

on the validity of its constructs. Comments and suggestions were incorporated into a 

revised questionnaire.  

 

The second stage of the pre-test was conducted among a few selected customers of 

microfinance in the State of Kerala and Tamilnadu. Fink (1995) suggests that the 

number of responses for the pilot test should be sufficient to include any major variations 

in the population that might affect responses. For most questionnaires the minimum 

number of pilots required is 10 (Fink, 1995). Malhotra et al (2004) suggests that the 

respondents of the pre-test should be similar to those who are included in the actual 

survey, which is why it was decided to do the pre-test among the customers of 

microfinance. The researcher visited an SHG in Trichur district, in Kerala, and, with the 

help of the field manager, tested the questionnaires in Malayalam by providing the 

questionnaire to 10 selected customers of microfinance. A similar process was repeated 

in the State of Tamilnadu. Ten questionnaires in Tamil were tested among customers in 

Kanyakumari district. Fink (1995) suggests that in a pilot test the researcher should 

check the complete questionnaire to ensure that respondents have no problems in 

understanding or answering the questions. Respondents should also be able to follow the 

instructions correctly. This process, according to Saunders (2006), ensures the reliability 

and suitability of the questions. For the purpose of the research, the responses from 

customers were checked and feedback from customers on clarity of instructions given 

and the wording of the questions was noted. 
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4.6.4 Selection of Indian subjects and organisations 

 

A representative sample of banking customers from ICICI and ABN Amro Bank 

located in the state of Tamilnadu and Kerala was recruited through a microfinance 

institution funded by the abovementioned banks to determine their contentment and/or 

discontentment with the microfinance products offered by the bank. The State of 

Tamilnadu and Kerala are located in the Southern part of India having large numbers 

of rural customers of microfinance. The respondents in this study comprised of 

managers of the bank and customers of microfinance. For the managers, interviews were 

conducted in retail bank branches. Data from customers of microfinance was collected 

through SHGs based in different villages in Tamilnadu and Kerala. 

 

 In the first phase, interviews were organised with the appropriate bank managers ahead 

of time and were held at bank premises. The second phase involved the administration of 

consumer questionnaires. Essentially, a judgment sample of retail bank managers and 

customers was recruited from different branches within the State. Contacts with the 

managers of the selected retail banks in Tamilnadu and Kerala were made prior to 

conducting research in India. Formal letters were written to upper level management and 

were based on personal experience that going to the top is the best way of doing business 

in India, but, more importantly, it was necessary to go through proper channels. 

 

4.7 Sample size and computer programme used for survey analysis  

 

4.7.1 Sample Size for Quantitative Study 

 

The sample size for this study was determined after taking into account several factors. 

As the sample size increases, each unit of information is obtained at a higher cost, and 

any sample size should be guided by resource constraints (Malhothra et al.,2005). The 

limitations imposed by financial resources and time constraints make it impossible to 

cover all possible elements of the population. However, the sample size must be large 

enough to provide a powerful statistical testing on the theoretically hypothesised 

relationship. Moreover, the sample size, as in any other statistical method, provides a 
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basis for the estimation of sampling error. The results derived from larger samples have 

less sampling error and the statistical significance may be higher. 

 

The question of what constitutes the right sample size is lacking, only general guidelines 

have been accepted and followed in past studies. It is generally accepted that a sample 

size of a hundred is the practical minimum for ensuring the appropriateness of maximum 

likelihood estimation (Hair et al., 1998). However, researchers like Boomsma (1983) 

suggest that, as a general rule across different model types, a sample of 200 is required to 

give parameter estimates with any degree of confidence. Stevens (1996) suggests that a 

quantitative study should have at least 15 participants per indicator, and models with 10 

to 15 variables should employ 200 to 400 subjects. Since the proposed model of this 

study had eight variables, a sample size of 300 was considered appropriate, 150 

questionnaires each from the States of Kerala and Tamilnadu. 

4.7.2 Coding and Analysis of Data 

 

The analysis of the data using software requires prior coding of the questionnaires. All 

data types need to be coded, with a few exceptions, using numerics (Saunders et al., 

2006). This enables the researcher to enter the data quickly and with fewer errors. The 

survey data collected was analysed using Statistical Package for the Social Science 

(SPSS) software. All the questions in section A and section C were given numerical 

codes, while Section B used a Likert scale and followed a different coding pattern for 

positive and negative statements. Positive statements were coded from 1 to 5, 1 being 

strongly agree and 5 strongly disagree. The negative statement were coded from 5 to1,  5 

being strongly agree and 1 being strongly disagree (Lundstorm and Lamont, 1976). 

 

 

4.8 Possible limitations of the methodology 

Some limitations may affect this study. First, the use of sampling procedures may be 

questioned. Second, the possibility that associations unique to a particular culture 

(emics) may limit generalisability of results even further. Third, since there have been 

very few case studies of consumer evaluations of microfinance products offered through 
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the notion of CSR, there is little theory on the linkages between specific microfinance 

and CSR evaluations, or dimensions and consumer behaviour, to guide the search for 

connections.  

 

4.9 Selection of the population 

The population used in the study is defined in Table 4.1 below, and is based on the 

element sampling unit, extent and time (Malhotra, 1996).  

 

 

Table 4.1 Population Definition 

Element The element from which the information will be sought, is the 

personal bank consumer of microfinance institution 

Sampling Unit  The sampling unit is retail bank.  

Extent The extent of the research is the ICICI and ABN Amro bank 

Time The proposed time of the sample survey is June 2008.  

 

 

4.9.1 Selection of survey nation and sample 

 

An important criticism of studies that bear social and cultural implications has been the 

lack of a thorough analysis of the environment within the countries under examination. 

Very often countries have been selected for research based on the ease of data collection 

and have, therefore, produced results that amount to ex cathedra propositions, i.e., they 

are lacking adequate analysis (Perera, 1989, p.43) and being atheoretic (Smith & Bond, 

1993). The latter authors point to the numerous replications of American studies that 

have been conducted in other countries without concern for the vast differences in the 

way commercial practices have evolved in these countries. India was selected in this 

study with these concerns in mind. 
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1. India presents a useful survey nation for this study because it is a former 

British colony and is home to more than 421 million poor people, this is 

approximately 42% of the total population. This has important implications for 

microfinance in the banking sector. Although India has more than 30 

languages, English is considered to be the official language. India has also 

witnessed the rise of microfinance. The microfinance sector has been 

traditionally dominated by NGOs and other microfinance institutions.  

 

2. The new age banks have recently started microfinance ventures, with ICICI 

Bank starting their microfinance operations in 2002 in the state of Tamilnadu 

in India. This was followed by other banks and, at present, there are six banks 

in this sector. Some new age banks, like ICICI and ABN Amro, practice 

microfinance through the notion of CSR. These banks remain the focus of this 

study, which seeks to examine microfinance practices in the context of CSR 

principles.  

 

3. The consumers selected for this study represent a distinct sample as they are 

customers of microfinance. This will provide a useful means of understanding 

consumer attributions and contentment with a bank’s microfinance strategies. It 

is expected that there will be differences among consumers based on their 

contentment and attributions on microfinance practices. The researcher has lived 

in India for more than twenty years and is familiar with the country context 

which assisted in collecting valuable information for the study. 

 

4. The researcher has knowledge of the subculture and the language in States of 

Kerala and Tamilnadu. The two States have a high literacy rate compared to 

other States in India. States in North India have low literacy rates. Kerala is 

the only State in India that has achieved 100% literacy; Tamilnadu also has a 

high literacy rate, above 70%. This helped in the collection of survey data as 

respondents were able to answer the questions without prompts. 
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4.9.2 Instrument measurement procedure 

 

4.9.2.1 The dependent and independent variables 

 

There are a total of 8 constructs in the proposed model developed for this study (see 

figure 3.0, page 77). The independent variable for the study is the microfinance 

programmes offered by the ICICI and ABN Amro Bank. Two moderating variables 

representing contentment and discontentment with the programme, and four 

dependent variables, namely: breaking the poverty cycle, CSR commitment, 

sustainability, purchase intention and glocalisation. 

 

4.10 Ethical consideration 

Human Research Ethics Committees at Griffith University approved the study (see 

appendix F), dependent on approval from the participating bank. Approval from the 

participating bank was obtained prior to data collection. Prior to the administration of 

the interview and survey form, participants received information verbally and in 

writing about the nature and purpose of the study, and were notified of their right not 

to participate, their ability to withdraw at any time without explanation, and their right 

not to answer any questions as they wished. Opportunities were provided for 

participants to ask questions at any stage.  

 

Phase 1 of study: The interviews of selected bank managers occupying roles that 

have implications for microfinance and CSR activity were conducted by the 

researcher. Participants provide their names on the personal details sheet only and a 

coding system was utilised on their particular interview questionnaire. In this way, 

data did not contain any identifiable names. 

 

Phase 2 of study: The survey phase of the study did not aim to challenge participants 

in any way. The purpose was to determine customer contentment or discontentment 

with microfinance products and to determine the impact of the product in fighting 

poverty. Consumer completion of surveys was taken to imply consent.  
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4.11 Conclusion 

 

The methodology for this research consisted of a two-phase mixed-method design. A 

use of mixed method is justified in this study because the researcher is investigating a 

relatively unexplored topic. Phase 1 of the research involved semi-structured 

interviews, and the qualitative data was analysed. The second phase surveyed 

consumers of microfinance services. The quantitative data collected was subject to 

statistical analysis using SPSS 14. 
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Chapter 5 

Qualitative and Quantitative Data Presentation 

5.1 Introduction 

This chapter is divided into six parts. The first part looks at the reasons new age banks 

enter in microfinance and why they prefer the MFI model to execute their 

microfinance programmes. The second part discusses the reasons for selecting a 

particular MFI for association. The third part discusses the interview process and the 

fourth part the results of the qualitative research. The fifth part discusses the data 

collection methods employed for quantitative research. The sixth part discusses 

important quantitative research results. 

 

5.2 New age Banks 

5.2.1 Why new age banks of India enter in microfinance? 

The entry of new age banks to microfinance is a recent phenomenon. There are many 

reasons for this. The Indian banking sector is controlled by the Reserve Bank of India 

(RBI). As per RBI rules, banks are to disburse 40 percent of their loan funds to 

priority sectors in which the microfinance sector is included. An average repayment 

rate of the priority sector is around 60 to 65 percent, which is very low (Mcguire et al. 

1998). Microfinance, on the other hand, has an average repayment of more than 95 

percent. This makes it a profitable business opportunity for the banks. The 

conservative thinking that the ‘business of business is business’ has changed, and big 

businesses have begun to feel that they have a wider role to play than making profits 

for their shareholders. This has led many big institutions to think outside the box and 

do something extra for the society in which they operate. Some have also understood 

the great potential of bringing millions of people into their business fold and the 

greater goodwill that can result from stakeholders in doing that. 
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5.2.2 Why new age banks adopt an MFI linked model? 

There are many challenges faced by banks in carrying out microfinance operations. 

The major issue is the lack of experience in dealing with customers who are poor and 

who have had no exposure to banking in any way (Karmakar, 1999). Another major 

issue is the unwillingness of staff to work in rural communities, where the basic 

infrastructure is not up to urban standards. This makes the task of supervision and 

appraisal of a loan difficult.  

 

In order to overcome the aforementioned challenges and to exploit the opportunities 

in this sector, banks are moving towards an MFI linked model. In this model, banks 

disburse funds to privately registered MFIs and they, in turn, give loans to poor 

people. There are some nationalised banks in India who directly lend to customers 

through Self Help Groups. New age banks do not prefer direct lending, mainly 

because of the abovementioned reasons, instead they focus on the MFI linked model. 

 

5.2.3 Research focus 

This research only focused on those new age banks that had announced a CSR 

component to their microfinance activities. In other words, only new age banks who 

claimed that they were pursuing microfinance as part of their CSR commitment were 

dealt with. ICICI and ABN Amro are such banks and were, therefore, selected for this 

study. On investigation it was revealed that none of these banks used the direct SHG 

model in South India, but instead used the MFI model. This seems to be a popular 

model for new age banks. Banks like ICICI, which started the direct lending model 

later on, closed their operations and reverted to the popular MFI model. ABN Amro 

and HSBC did not attempt any direct operations in microfinance.  

 

5.3 MFI selected for the study 

5.3.1 Evangelical Social Action Forum (ESAF) 

The MFI selected for the study is called Evangelical Social Action Forum (ESAF). 

ESAF started as a voluntary organisation by a group of Christian professionals. The 

headquarters of ESAF is in Trichur district, in the state of Kerala. ESAF entered into 
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microfinance activities in 1995. The inspiration behind this move was derived from 

the success stories coming out of Bangladesh. ESAF has steadily grown during the 

last decade and now has representation in six different states in India, namely: Kerala, 

Tamilnadu, Maharashtra, Chattisgarh and Gujarat. There are 84 branches operating in 

the various districts of the five states. ESAF is one of the leading MFI in the state of 

Kerala. ESAF is funded by ICICI, HDFC, Axis Bank, ABN Amro Bank and HSBC 

bank (Thomas, 2005). Out of these, only three banks, ICICI, HSBC and ABN Amro, 

claim that they are pursing microfinance as part of their CSR. The research focus is, 

therefore, on these banks. 

 

ESAF has diversified it into 7 different departments  

 

 Micro-enterprise Development – This department aims to empower the poor 

by providing access to credit and to equip them to set up or expand their own 

small businesses for self reliance through Microfinance Programmes such as 

(Credit and savings), Micro Insurance and Business Development Service. 

 

 Natural Resource Management – Facilitating the proper stewardship of 

natural resources and making them accessible to everyone and, thereby, 

promoting their justifiable usage. 

 

 Sustainable Health – Addressing the public health issues, especially 

HIV/AIDS, through Community Health programmes, Care, Counselling & 

Rehabilitation of affected person and their families. 

 

 Human Resource Development – Aims at developing human resource through 

employment information service. 

 

 Advocacy and Networking – making the voice of the voiceless heard in the 

centres of power on issues like gender and water, through public meetings, 

seminars, research, workshops and networking with like-minded 

organisations. 
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 Disaster Management – Responding quickly to the needs of the people 

involved in natural disasters. 

 

 Prochodhan (A Hindi word meaning inspiration or motivation) – Initiatives 

directed to North Indian States. 

 

The different departments demonstrate strong commitment to CSR. The claims made 

by the ESAF regarding their microfinance initiatives can be further explored by 

examining their vision and code of conduct. 

 

5.3.2 Values followed by ESAF 

The Vision of ESAF shows that it stands for sustainable holistic transformation of the 

poor and marginalised, envisioning a just and fair society. The mission is to empower 

the poor and marginalised, especially women, children and youth. ESAF does this by 

providing them with access to finance, marketing, health facilities, natural resources 

and technological support. This allows them to explore their fullest human potential 

and to create opportunities for sustenance, development and holistic transformation. 

These statements clearly indicate the commitment of ESAF in providing sustainable 

development for the poor, not only addressing their needs with regard to finance but 

also providing a whole range of services such as health, marketing and technological 

support. It is interesting to note that ESAF uses the word holistic transformation in its 

vision. This shows that they want to help the poor in all aspects of their life not just in 

addressing problems related to finance. This approach is in line with the arguments of 

researchers like Rugimbana (2005) who highlight the significance of a glocalised 

approach to microfinance by addressing other needs pertaining to that particular 

society. It is also interesting to note that a strong commitment to empower women is 

highlighted in these statements. The probable reason for this is the issue of gender 

equity in India. It is very common for women, especially among the lower income 

class, to not have equal opportunities compared to men in the areas of education, 

finance and food. The code of conduct followed by ESAF stems from their mission 

and vision, which are: 
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 We identify economically backward artisans, especially women, and build up 

their capacity to produce market driven products 

 

 We provide ideal working conditions for our producer members 

 

 Ethical production practices are strictly adhered in all the production and 

marketing activities which include transparency and accountability, fair 

wages, gender equity, protection of children’s rights. 

 

 We provide raw materials for production and carry out the production process 

in such a way that it will not harm the environment 

 

 We encourage fair trade practices (Thomas, 2005). 

 

The code of conduct of ESAF clearly shows that they strictly adhere to their mission 

and vision. 

 

 5.3.3 Synergies between new age banks and ESAF 

There are many commonalities in the mission, vision and code of conduct followed by 

ESAF and the three new age banks selected for this study. There is significant 

overlapping of common values and beliefs. For example, ICICI bank and ESAF 

identify and support initiatives designed to improve capacities of the poorest of the 

poor in their mission statement. Both ICICI bank and ABN Amro bank aim for a 

sustainable development of the poor, which is very similar to the vision of ESAF, 

which aims for a sustainable holistic transformation of the poor in all aspects of their 

life. Both ABN Amro and ESAF maintain a female-centric approach. One interesting 

point of difference between the new age banks and ESAF is their attitude towards 

interest rates. New age banks consider the low interest rate they charge on 

microfinance as part of their commitment to CSR. However commitment to a lower 

interest rate is not mentioned anywhere in ESAF statements.  
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Overall, on comparison of ESAF’s values expressed through their vision, mission and 

code of conduct to that of new age banks, it seems that, generally, all have similar 

goals with respect to microfinance. They believe that microfinance makes long-lasting 

changes to the life of the poor. In short this partnership between new age banks and 

ESAF is a win-win situation for all parties. A joint venture between like-minded 

organisations with a strong focus and clear goals pertaining to the sustainable 

development of the poor in society should result in success. 

 

How effective is this partnership in fulfilling their mission? Are they truly committed 

to this partnership? What is the effect of this on the poor people? Is it helping them to 

achieve sustainable development? This research aims to find answers to these 

questions. The research objective is to find the commitment level of CSR in 

microfinance activities and to gain more insight into the microfinance strategies 

followed by new age banks. This objective is achieved by interviewing managers of 

MFI and new age banks. The interviews with ESAF managers would especially help 

to triangulate the data provided by the new age bank managers on various issues. 

However, upon examining the values followed by new age banks it could be argued 

that new age banks have made the right choice in selecting ESAF as their partner, and 

in this case they are true to their claims that they select MFI based on similar values.  

 

5.4 Interview process 

5.4.1 Semi structured Interviews 

Interviews were conducted with managers of new age banks and ESAF to bring out 

the commitment, understanding, individual opinions and experiences of the managers 

relating to microfinance and CSR. These interviews were also to clarify whether the 

claims made by new age banks and ESAF in their vision and mission statements were 

aligned with the practices in the field. The semi structured interviews helped the 

researcher to clarify phraseology from the respondents’ perspective (Babbie, 1989). 

Managers’ understanding of phrases like CSR, Sustainability and Glocalisation were 

uncovered using this methodology. Moreover the interviews were considered as a 

suitable methodology for fuzzy research issues, thereby helping the researcher to gain 

more insight into the area under examination (Kwortnik, 2003). The objective 
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underpinning this approach was to get rich, detailed data based on the experience and 

language of respondents (Kwortnik, 2003).  

 

5.4.2 Selection of Respondents 

A judgmental sampling approach was used to select the respondents (Gwinner et al., 

1998). Two branch managers of new age banks who had direct dealings with ESAF 

were selected. The managing director of ESAF’s microfinance operations and a senior 

manager of ESAF who reported directly to the managing director were also selected. 

Two field managers, who belonged to lower level management of ESAF, were also 

selected for the interview.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Figure 5.1 Reporting relationship of the managers selected for the Interview  
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5.4.3 Rationale of selection of the managers for interviews 

The two field managers of ESAF selected had many years of experience with 

microfinance operations and they had direct contact with the customers of 

microfinance. In addition, the managers selected were in charge of the area where the 

survey data of customers was collected. It was through interaction with these field 

managers that more insights into the issues at grass root levels were to be elicited, to 

learn about how the banks and ESAF were responding to them. The senior manager of 

ESAF had worked as a field manager before moving up in the organisation. Therefore 

he had an in-depth knowledge of how new age banks and how ESAF conducted their 

operations. The senior manager could also provide information from his experience in 

working at the field level. The managing director of ESAF was selected because of 

his experience. Incidentally, he was one of the founders of ESAF and was more 

knowledgeable than all others about the motivation behind ESAF and its mission and 

vision. He also threw light on how ESAF dealt with the new age banks and how new 

age banks responded to various issues related to CSR and business. The two branch 

managers of the new age banks were selected to gauge the CSR commitment of the 

banks and to find out more about the strategies being pursued by new age banks. 

These interviews, it was expected, would provide valuable insights into the real 

motives of the new age banks and ESAF venturing into the microfinance sector. The 

response from the six managers working at different levels in the MFI linked bank 

model provided some valuable data on a range of issues relating to microfinance and 

CSR. This data was compared with the results of a survey of customers. In short the 

subjects were selected purposefully as being those that would provide the most 

information about the phenomenon under scrutiny (Merriam, 2001). 

 

5.4.4. Interview Processes 

All interviews were conducted by the researcher himself, in English. All managers 

were highly educated and their proficiency in English was excellent. This allowed the 

researcher to avoid mistakes in translating.   
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5.4.5 Ethical Considerations 

To make sure that this research followed the standards of ethical research, the 

following steps were taken  

 A research proposal was approved by Griffith University Ethics Committee 

where the doctoral study is being undertaken (MKT/15/08/HREC). 

 The Managers interviewed were informed about the study verbally and 

through an information sheet. 

 

 

5.5 Results of interviews 

5.5.1 Profile and experience of Managers  

The bank managers of the new age banks were highly experienced in banking and 

microfinance, as was the managing director of ESAF. Similarly, the field managers of 

ESAF were also highly experienced in microfinance. 

 

5.5.2 Reason for choosing this profession or this area of work 

All the people interviewed were highly motivated. The bank managers considered 

microfinance to be a social service. They had first-hand experience of how 

microfinance helped the poor in alleviating poverty from their lives. They were 

extremely happy to be in their job and helping the poor. The managing director of 

ESAF was a very motivated person who fully understood the need for financial help 

in the form of microfinance. He fully believed that microfinance could provide 

sustainable development to the poor. 

The senior manager of ESAF was also highly motivated and believed that finance was 

the key driver of human development and formed the basis of all developmental 

services. It provided more opportunities for the poor and thereby increased the 

bargaining power of people. He also showed immense pleasure in his job of assisting 

in changing the lives of people. 

 

Both field managers of ESAF showed tremendous enthusiasm in their work. They too 

believed in the good work they performed for the poor. They talked about the 
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transformation that took place in the life of consumers of microfinance two to three 

years after they had received loans. 

 

5.5.3 The Selection Criteria set by new age banks for MFI   

Questions were asked to find out how new age banks select an MFI and why the bank 

does not adopt a direct approach in dealing with customers rather than depending on 

MFI.  

 The Reserve Bank of India has included microfinance as mandatory by putting 

it under the priority sector lending. Many banks started direct lending because 

of this compulsion. However, they soon found out that it is not possible to 

implement microfinance operations efficiently, as they lacked the human 

resources to deal in rural areas. Lending through an MFI is a safe model 

because MFIs have skilled staff with experience in microfinance, and has they 

have good local knowledge, which helps to serve the customer in much more 

effective ways.  

 This is a profitable model for the bank since they get a flat 12 percent return 

on the funds provided to an MFI. Previously they used to invest in NABARD 

bonds, which yielded only a six percent return.  

 Prompt repayment is one more reason for the banks to lend money to an MFI. 

 Banks can lend bulk amounts to an MFI and get better returns on investment 

compared to other priority sectors.  

 Banks do not incur any costs for providing and collecting the funds. 

 All default risks are taken by the MFI.  

 

MFIs were selected on the reputation they have in the community, which, in turn, was 

based on their experience in this sector. Banks also look into the number of staff 

working in rural areas. Only one MFI with more than three years experience in the 

microfinance sector was considered for selection. The banks also did some field 

checks, visiting some SHGs who received microfinance, and looked into aspects like 

the saving capacity of the SHG. A reasonably good saving capacity ensures the 

sustainability of the scheme. 
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The selection criteria is based on the following 

 Penetration in the rural area ( Market Share) 

 Number of clients  

 Number of SHGs 

 Average repayment rate 

 Portfolio management  

 

Apart from these, new age banks also look into ratings of the MFI by different 

agencies. New age banks are keen to select an MFI whose branches are networked 

with computers. New age banks might also conduct field visits to check with 

customers on the practices followed by the MFI. However, in the case of ESAF, no 

new age bank has done a field check so far. 

 

Building relationships with customers is crucial for success of microfinance 

programmes. They operate under a system whereby only one person is in charge for 

assessing projects, providing loans and monitoring the results (their developments). 

Banks, however, often follow a different system, where one person grants the loan 

and another person is in charge of disbursing it, and the customer pays back the loan 

to another branch to a different member of staff. This is a system that cannot be 

followed in the case of microfinance. The concept of relationship banking is crucial in 

the success of microfinance, and only an MFI can provide this.  

 

5.5.4 Corporate Social Responsibility  

The next set of questions was related to the notion of CSR. The main objective was to 

find out the managers’ understanding of, and commitment to, the CSR. The relevant 

questions aimed at eliciting information about whether pursuing CSR had potential 

benefits for the organisation, whether it was considered as a cost; and how conflicting 

was the goal of profit maximisation and CSR? Questions were also asked on the 

motivation behind the CSR activities. Specifically, questions were related to the 

following areas: 

 



 123 

5.5.5 Meaning of CSR 

The managers of new age banks described CSR as helping the poor to escape poverty 

by providing them with employment and being involved in relief operations if a large 

scale disaster happened. The Chairman of ESAF had strong views on CSR. “For 

ESAF CSR is about sustainable development of poor by addressing the physical and 

spiritual need”. He said ESAF was founded on the basis of Christian values drawn 

from the bible so that the CSR component was very strong. The senior manager of 

ESAF said that his organisation was strongly committed to CSR and that they had the 

credit plus policy, unlike many other MFIs that only followed a credit policy. The 

credit aspect was the microfinance loans given to the poor and the supporting activity 

provided by ESAF to the customers. It included training given on handicrafts (like 

artificial flower making), training in processing fish among the fishing community, 

etc. 

 

5.5.6 CSR and Profit motive Are they conflicting? 

Studies on CSR suggest that business can simultaneously pursue social and business 

responsibilities, and they are considered compatible, not conflicting (Murphy 2002, 

Simpson and Kohers, 2002). The managers were asked to comment on how 

conflicting the goals of profit maximisation and CSR were. The general opinion was 

that the goals were in conflict. They outlined many reasons for this. Some important 

ones were: 

 Pursing both goals simultaneously is an ongoing struggle for the organisation. 

 It is a trade off and could not be pursued together. ESAF has a strong business 

model so making profit is essential for the existence of ESAF. 

 Banks and MFI should create an image of pure business organisation 

otherwise customers would think it a charitable organisation and won’t repay 

the loans. 

 Banks and MFI would get stuck in the middle if they tried to pursue both 

strategies together. 

 



 124 

5.5.7 CSR enhancing the image of the Bank 

On the issue of image, managers unanimously agreed that CSR would enhance the 

corporate identity of the organisation. The benefits of being socially responsible 

included:  

 It could lead to an increase in customer loyalty, because many of the bank’s 

customers might share the view of the bank and would reward the bank by 

being more loyal. 

 CSR enhances the reputation of the bank among different stakeholders, 

especially different rating agencies.  

 

5.5.8 Cost and Benefit of being socially responsible  

The question of whether CSR was an investment which would yield benefits for the 

organisation resulted in a general consensus that: 

 CSR produced economic and social benefits and gained positive public 

relations for the organisation. 

 

5.5.9 Motivation behind CSR 

The motivation behind CSR, according to the managers, stems from the vision of the 

organisation. This is especially so in the case of ESAF, since its origin is a charitable 

organisation whose vision is strongly grounded on CSR principles. 

 

5.5.10 Contentment with current CSR activity 

The level of contentment with current CSR activities seemed to diminish from high 

level management to a low level. 

 Both new age bank managers were content with the current level of CSR 

activity that the bank was engaged in with respect to microfinance activities. 

 Senior management of ESAF agreed that they could improve the current level 

of CSR. However, new age banks have to support them financially. 

 Both field managers expressed their dissatisfaction at the level of CSR and 

said it could be increased. 
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5.5.11 Breaking the poverty cycle 

The real purpose of the questions was to find out how effective these strategies were 

in breaking the poverty cycle. The managers were asked to comment on the current 

strategies followed by the banks and MFI to reach their goals in alleviating poverty. 

New age bank managers said it was the responsibility of the MFI to ensure the 

welfare of the customers as they were the persons with whom they were in direct 

contact; the role of new age banks was limited to some field checks, which included 

bank officials visiting SHG’s and interviewing some customers. However, both the 

new age bank managers agreed that that didn’t happen on a regular basis and, with 

ESAF, they had not conducted any field check at all so far. The senior manager and 

managing director pointed out that the head office of ESAF carried out periodic 

surveys of customers to ensure their wellbeing. However the senior manager added 

that new age banks were not much bothered about the wellbeing of customers as they 

were only interested in the repayment of the loans. The field managers said they were 

in constant touch with customers and monitored their wellbeing.   

 

5.5.12 Utility of microfinance loans 

Questions were asked of the managers on how much money they believed was 

actually invested in income generation activities. The percentage figure provided 

drastically dropped from top management to lower level management. There were no 

uniform answer to the utility of microfinance loans. There is some general consensus 

that the poor use loans for three purposes: income generation, consumption, and to 

meet emergencies. Both new age bank managers and the managing director of ESAF 

agreed that some portion of the loan taken was often diverted into personal 

consumption and emergencies. It is interesting to note that the managers working at 

the field level suggested a figure of 80 percent of the loan being diverted to other 

purposes. 

 



 126 

5.5.13 Integration of Social and Business Strategies 

Questions were asked about the effectiveness of microfinance strategies and the 

extent that banks integrated social and business strategies. All of the managers agreed 

that microfinance was a successful business strategy and that the business strategy 

was more dominant than the social aspect. Two new age bank managers were in total 

agreement that microfinance was definitely a successful business strategy for the 

banks. Microfinance yields steady returns and is a less risky investment for the bank 

as the repayment rate is more than 95 percent. On the question of integrating the 

social and business strategies, both of them admitted that the focus of new age banks 

was on the business aspects of things rather than the social responsibility aspects. The 

managing director and senior manager said ESAF integrated both strategies. The 

managing director was, moreover, of the opinion that ESAF had been comparatively 

successful in integrating these strategies. He further added that other MFIs did not 

think much about social aspects when disbursing and collecting loans, and, as a result, 

they turned out to be purely money lenders. The senior manager added that 

improvements could be made to the social aspects of business. They both said 

microfinance was a successful business strategy. The field managers also agreed that 

it was a successful business strategy and also added that the social aspect could be 

improved. 

 

 

5.5.14 Interest rates 

The general consensus from the managers was that interest rates charged on 

microfinance by banks were slightly on the high side. Both new age bank managers 

stated that they provided funds to ESAF at an interest rate of 12 percent per annum. 

On the question of whether the bank could provide them with a lower interest rate, 

they said the bank could make it at 10 percent. However, both believed that the 

current interest rate was justified, as it was the going rate among many lenders. The 

managing director of ESAF stated that it charged an interest rate of 15 percent on the 

loan given to customers. However, the senior managers and field mangers said ESAF 

charged 18 percent interest. On the question of whether this interest rate was high, the 

managing director pointed out that this interest rate was required because of  the high 
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operating costs of MFI and because the MFI had to pay back an interest rate of 12 

percent to the new age bank. The senior manager and field managers, on the contrary, 

believed that these interest rates were high and could be lowered. They added that the 

high interest rate did not help customers achieve sustainable development, although it 

helped the sustainability of the MFI and new age banks from the provider’s 

perspective. 

 

5.5.15 Operating costs of microfinance 

The theme that emerged from the discussion of operating cost was that new age banks 

do not take any responsibility for sharing costs and it is the MFI who bears all the 

costs. The high repayment rate of the loans made the programme sustainable. New 

age bank mangers admitted that operating costs were high for microfinance and that 

was one of the reasons why his bank had stopped lending directly to customers. 

However, in this bank–MFI model, new age banks do not have any operating costs as 

they do not deal directly with customers. At the same time, an MFI has to bear many 

additional costs. There are costs involved in training SHG members, conducting 

meetings and supervising. They further added that new age banks should take an 

active role in this and provide help in reducing the cost of operations. 

 

5.5.16 Rate of return on loans 

Managers were asked to comment on the repayment rate of a loan. All managers 

interviewed agreed that it was more than 95 percent. They provided the following 

reasons for the high repayment rate: 

 

Peer Pressure – Peer pressure is the major reason for high repayment levels. There is 

a fear of exclusion from the SHG and the feeling that your default would affect the 

credibility of the SHG. The member who fails to pay the loan back will not be 

provided with any more loans. 
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Relationship Banking – The field manager who is in charge of SHG visits each 

group weekly. They develop a direct relationship with all the members of the SHG. 

This encourages all members to be prompt in their repayment. 

 

Future Loans – The members who default will not be considered by the MFI for 

future loans. 

 

Subculture – The field managers of Kerala and Tamilnadu have another interesting 

reason for the repayment, which is related to subculture among the fishing 

community. Most of their customers belong to the fishing community. They strongly 

believe that if they don’t pay back a loan taken from any source, they will face set 

backs from the sea in the form of rough seas. They said the majority of their clients 

were women and their husbands were fishermen. 

 

5.5.17 Glocalisation 

Many questions were formulated in an attempt to gauge the extent to which banks 

presented interventions that were seen to be relevant to the local environment through 

appropriate involvement in local issues. The new age bank managers said they did not 

get involved in local issues unless they happened on a large scale and there was a lot 

of public interest in the issue. On the issue of products, they said the bank encouraged 

the MFI to offer standardised products. In some cases, if the MFI felt that there was a 

need to change the product and get involved in local issues, banks would consider it 

on a case by case basis. However, they both agreed that if the banks catered to local 

needs and preferences it could yield better results for customers. They admitted that 

the major reason for this attitude was the cost factor.  

 

The managing director of ESAF said they did get involved in some local issues and 

addressed problems like lack of running water. However, the scale of operation was 

very small as they had only limited funds and there was no additional help from new 

age banks. On the question of products, he said ESAF mostly had standard products. 

He further added that ESAF was pursing glocalisation to some extent. In Nagpur, 

which is in North India, ESAF provided loans for buying water tanks and provided 
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sanitation, which was a local issue. In the state of Kerala loans were given for house 

repairs in some villages. He admitted that glocalisation definitely helped customers; 

however, from the provider’s point of view it was not a viable strategy as it added to 

costs. He further said that the new age banks did not take an active role in designing 

new products; they considered new products only on the request of the MFI.  

 

The senior manager had the same opinion as the managing director, that new age 

banks were not innovative as far as coming up with new products that could serve the 

poor in more efficient way. He said MFIs were willing to glocalise if the new age 

banks were willing to bear the additional cost of glocalising. The major cost, 

according to them, was the cost of training staff about new products.  

 

The field manager of Tamilnadu said that there was little glocalisation happening in 

his village. At the moment, glocalisation was limited to selecting a few people and 

helping and harnessing local skills in the form of teaching them modern techniques to 

dry fish and make other fish related products. He further added that more glocalised 

products, like insurance for boats and nets, should be introduced to serve customers 

better. The field manager of Kerala said that all products in his village were 

standardised products designed from head office. They both said the MFI had a 

limited role in addressing local issues. 

 

5.6 Data Collection for quantitative research 

5.6.1 Data Collection 

There are different methods employed for collecting data. They are: online 

questionnaire, postal questionnaire, delivery and collection questionnaires, telephone 

questionnaires and structured interviews. Each of these methods has its own 

advantages and disadvantages. Mail surveys, for example, have the advantage of 

anonymity, but its major drawback is its low response rate (Malhotra, 2004). One of 

the determining factors in choosing the method of administration of the questionnaire 

depends on the characteristic of the respondent of the survey.  
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In the case of this research the decision was taken to follow the direct hand delivery 

and collection of the questionnaires. This method is very similar to the postal 

questionnaire. The customers of microfinance hold meetings in their SHG every 

week. Each SHG consists of 15 to 20 members.  

 

The researcher visited 10 SHGs each in Kanyakumari and Trichur district. The 

questionnaire was distributed at the end of the meeting, after each SHG meeting the 

researcher gave a brief introduction, explaining the purpose of the study and assuring 

the respondents of strict anonymity. Instructions were given on how to calculate 

interest rate and the return rate on business. The respondents were then given the 

questionnaire and allowed twenty minutes to complete the survey. The customers 

were asked to drop the completed questionnaire into a collection box to preserve 

anonymity. This method of field collection of the survey initiated by the researcher 

took almost four months. The researcher had to travel to different villages in two 

States and had to arrange meeting with different SHGs. Often the SHGs met at 

different locations and at different times which made the task of organising the data 

collection difficult. Although it was a time consuming and costly method of data 

collection, the advantage was that it yielded a high response rate. 

5.6.2 Check on Completed questionnaire 

The completed questionnaires from each SHG varied between thirteen responses to 

seventeen. 155 completed questionnaires from Tamilnadu and 161 from Kerala were 

collected. All questionnaires collected from each SHG were checked and edited 

thoroughly for completeness. Out of the total of 316 questionnaires collected, eight of 

them were found to be incomplete. As these questionnaires were in Tamil and as the 

respondents were from a fishing community, lack of language skills may have been 

the reason for this. These were removed from the sample. The completed responses 

therefore numbered 308 questionnaires. The response rate being 97.5 percent, which 

is in line with the claims of Saunders et al (2006) that delivery and collection 

questionnaires by following this method can receive up to 98 percent response rate. 
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5.6.3 Data Entry 

 The data entry process took place in three stages. All the data collected were entered 

into SPSS. In the first stage, all the variables were defined prior to entry in SPSS. All 

the questions were coded according to the different scales and were defined in SPSS. 

Two different sets of variables were defined for Malayalam and Tamil questionnaires 

in order to ensure the independent analysis prior to the combined analysis. This 

template of SPSS was previously constructed and tested. The second stage involved 

the data entry of the completed 308 questionnaires. Strict controls were placed to 

ensure the integrity of the data. Measures taken included the examination of the value 

of each data cell independently by two different persons who proof-read the original 

data against the computer printout (Tabachnick and Fidell, 2001). 

 

5.6.4 Check for Outliers  

The data collected was checked for extreme outliers that were quite different from the 

rest of the data. These extreme values are termed as outliers. The univariate and 

multivariate outliers have been detected through different statistical techniques, such 

as frequencies (Hair et al; 1998). The test using SPSS identified seven cases as 

univariate outliers with a standard deviation in excess of plus or minus three 

(Tabachnick and Fidell, 2001). Out of the seven cases identified, four were from 

Malayalam questionnaires and three from Tamil questionnaires. So the final set of 

data comprised 151 Malayalam questionnaires and 150 Tamil questionnaires, which 

makes a total data set to 301 (N= 301). The final 301 questionnaires were all used for 

analysis of the research. 

 

5.7 Results of Section A and Section C of the research instrument  

The rest of the chapter discusses the descriptive statistics. The answers to questions 

discussed are from Section A and Section C of the research instrument. These provide 

an insight into the important banking patterns and the demographic characteristic of 

customers. The chapter discusses the descriptive statistics of respondents of 

Tamilnadu and Kerala. Most of the tables presented combine the results of two states 

to clearly identify similarity and differences particularly in banking patterns. 
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Conclusions on various aspects of microfinance are drawn based on the results. (See 

Appendix B for the English, Tamil and Malyalam version of the questionnaire) 

 

5.7.1 Gender of the respondents 

Tamilnadu and Kerala 

Out of the total 150 questionnaires collected from Tamilnadu, 149 respondents were 

female. In the case of Kerala, out of 151 respondents 150 were female. The mission, 

vision and values of both new age banks and ESAF point towards a strong focus in 

women empowerment. The managers who were interviewed also shared strong views 

on a woman-centric approach that they follow by admitting that more than 98 percent 

of loans are given to women. 

 

 

Gender and Martial status of the respondents 

 

Tamilnadu  

Marital Status Gender Total 

Male Female 

Single 1 24 25 

Married 0 125 125 

Total 1 149 150 

 

Table 5.1 Gender and marital status of the respondents of Tamilnadu 

 

 

Marital Status Gender Total 

Male Female 

Single 1 144 145 

Married 0 6 6 

Total 1 150 151 

Table 5.2 Gender and marital status of the respondents of Kerala 
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There is a clear difference in the marital status of customers in Kerala and Tamilnadu. 

In the case of Kerala, 144 customers were single and only 6 were married. Tamilnadu 

presented a contrasting picture, with 125 customers married and 25 customers single. 

One of the contributing factors to this could be the cultural differences between 

communities in Kerala and Tamilnadu, in the case of the latter it is assumed that 

women tend to start their married life earlier as compared to former. 

 

Another interesting factor is only two males were present out of the total sample size 

of 301. The possible reason for this could be the women centric approach of the MFI 

(more than 98% of total loans given to women), moreover, as was indicated by the 

managers during the interview process, men are less disciplined when it comes to 

attending SHG meetings. 

 

 

 

5.7.2 Status -Age breaks down 

Tamilnadu 

2.0%

15.0%

16.0%

38.0%

19.0%
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Over 56 years
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26 to 35 years

20 to 25 years

Less  than 20 years

 

Figure 5.1 Age break down of the respondents of Tamilnadu 
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Kerala 
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Figure 5.2 Age break down of the respondents of Kerala 

 

 

Status-Age 

breakdown 

Tamilnadu Kerala Total 

Less than 20 years 15 (10%) 3 (2.0%) 18 (6%) 

20 to 25 years 28 (19%) 12 (7.9%) 40 (13.3%) 

26 to 35 years 58 (38%) 63 (41.6%) 121(40.2%) 

36 to 45 years 24 (16%) 37 (24.8%) 61(20.3%) 

46 to 55 years 22 (14.5%) 30 (19.8%) 52(17.3%) 

Over 56 years 3 (2.0%) 6 (4.0%) 9(3%) 

Total 150 151 301 

Table 5.3 Status-Age breakdown for respondents of Tamilnadu and Kerala 
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In both States, the majority of the respondents were between the ages of 20 and 35 

years. In Tamilnadu, 57 percent of customers were from this category. In Kerala, this 

category constituted 49.5 percent. 

 

 

 

5.7.3 Level of Education 

 

Education Tamilnadu Kerala Total 

Never went to school 15 (10%) 6 (3.9 %) 21 (7%) 

School Certificate 55 (36.5%) 71 (47.4%) 126(41.9%) 

High school Certificate 52 (34.5%) 61 (40.5%) 113(37.5%) 

Diploma 22 (14.5%) 6 (3.9%) 28(9.3%) 

Undergraduate Degree 4 (2.5%) 5 (3.5%) 9(3%) 

Post Graduate 2 (1.5%) 2 (1.5%) 4(1.3%) 

Total 150 151 301 

 

Table 5.4 Level of education of respondents of both Kerala and Tamilnadu 

 

The above table shows the level of education of customers. Ninety percent of the 

customers had at least completed school certificate examinations. This is not 

surprising. The States of Tamilnadu and Kerala have both pursued policies of 

providing education to female children in the last two decades and have been 

successful in achieving high literacy rates for women. Nine respondents had a 

bachelor’s degree and four of them a master’s level qualification. 
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5.7.4 Income earning status. 

 

Figure 5.3 Income earning status of the respondents of Tamilnadu 

 

 

Tamilnadu 

The above pie chart presents the breakdown of respondents based on the income 

earning status of the family. The results provide interesting insights, with 64 percent 

of customer’s co-income earners of their family and 32 percent dependent on other 

family members. Only four percent of the respondents are the main income earners. 

There are two reasons for this. Firstly, since the majority of the respondents were 

women, their husbands also earned for their family, making them co-income earners; 

and, secondly, most of the families lived in a joint family set up, which is common in 

this part of the world, especially among poor people, and this makes them dependent 

on other members of the family. It could be concluded that the majority of the 

customers in Tamilnadu obtained microfinance to indulge in activities that produced 

additional income for the family. In other words, most of them were co-earners in the 

joint family (96 percent). 

 

 

4.0% 

64.0% 

32.0% 

The main income earner 

A co-income earner i 

Dependant/adult/child 
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Income 

Status 

 

Less 

than 

20 

Years 

20 to 

25 

Years 

26 to 

35 

Years 

36 to 

45 

Years 

46 to 

55 

years 

Over 

56 

Years 

Total 

Dependant 

adult/child 

9 13 17 4 5 0 48 

Co-income 

earner of the 

family 

 

4 15 37 18 18 4 96 

Main 

income 

earner of the 

family 

 

0 0 3 2 1 0 6 

Total 13 28 57 24 24 4 150 

Table 5.5 Income status and age of the respondent of Tamilnadu 

 

 

 

 

 

 

 

Income Status 

 

Single Married Total 

Dependant  

adult/child 

20 28 48 

Co-income earner 

of the family 

5 91 96 

Main income earner 

of the family 

2 4 6 

Total 27 123 150 

Table 5.6 Income status and marital status of the respondent of Tamilnadu 
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The above two tables provides a cross tabulation for Tamilnadu customers. Table 5.5 

provides a cross tabulation between the income status and the age group. Table 5.6 

provides a cross tabulation between income status and marital status. Among them, 96 

customers were co-income earners of the family and 77 of the customers who were 

co-income earners were over 25 years of age. This shows that married women were 

trying to generate a second income for the family, as their husbands did not make a 

satisfactory living. This fact is emphasised by the result of the second table which 

indicates that out of the 96 customers who were co-income earners, 91 were married. 

Only six respondents were the major income earner of the family, and 4 of them were 

married. The 48 customers who were in the dependent adult/child category could be 

living in a joint family set up, and of them 20 customers were single and all of them 

were under 25 years of age. 

 

 

 

 

Kerala  

 

Graph 5.4 Income earning status of the respondents of Kerala 
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Income 

Status 

 

Less 

than 

20 

Years 

20 to 

25 

Years 

26 to 

35 

Years 

36 to 

45 

Years 

46 to 

55 

years 

Over 

56 

Years 

Total 

Dependant 

adult/child 

4 11 49 19 15 6 104 

Co-income 

earner of the 

family 

 

0 0 12 18 10 2 42 

Main 

income 

earner of the 

family 

 

0 1 0 0 4 0 5 

Total 4 12 61 37 29 8 151 

Table 5.7 Income status and age of the respondent of Kerala 

 

In the case of Kerala the results provided a different picture. The majority of 

customers were in the dependent adult category. This means that they were in joint 

families and the income of the other members of the family was not sufficient.  42 

customers were co-income earners, and only five members were main income earners. 

97 percent of loans on microfinance in Kerala were taken by either co-income earners 

or a dependent adult.  

 

The overall analysis of the results from the two States shows that only 11 of the 301 

customers were the main income earners. Since only two respondents out of 301 were 

males, it could be concluded that microfinance in this part of the world is taken to 

boost the income of the family and not as a primary source of income. 
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5.7.5 Time with MFI 

Time with 

MFI 

Between 
1 and 2 
years 
 

Between 
2 and 3 
years 
 

Between 
3 and 4 
years 
 

Between 
4 and 5 
years 
 

Total 

Tamilnadu 46 42 40 15 143 

Kerala 4 32 30 61 127 

Total 50 74 70 76 270 

Table 5.8 The time associated with the MFI for both the respondents of Tamilnadu 

and Kerala 

 

The above table shows the breakdown of the respondents based on the number of 

years that they have been associated with the ESAF. ESAF started operations in this 

area five years ago. The sample of respondents from Tamilnadu included 15 

customers who had been with ESAF from the beginning of its microfinance operation. 

A total of 97 customers from Tamilnadu had been with ESAF for more than two 

years. Hundred and twenty three respondents from Kerala had been associated with 

ESAF for more than 2 years. Only 4 of them were new customers of less than two 

years. Customer’s responses about the effectiveness of microfinance programmes was 

an important pointer to how effective microfinance made sustainable changes in 

people’s lives. Seven customers from Tamilnadu and 24 customers from Kerala did 

not answer this question. 

 

5.7.6 Sources of alternative finance before access to Microfinance  

 

Sources of 

finance before 

Microfinance 

Loan Shark Neighbours Other 

Sources 

Total 

respo

nses 

Tamilnadu 49 (36.9%) 80 (60.2%) 4 (3%) 133 

Kerala 45 (43%) 30 (28.6%) 30 (28.6%) 105 

Total responses 94 110 34 238 

Table 5.9 Source of alternative finance for both respondents of Tamilnadu and Kerala 
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 The table above provides answers to the questions on other sources of finance the 

customers had before they had access to microfinance. The results from Tamilnadu 

indicates that 80 (60%) respondents out of 133 depended on loans from neighbours 

and 49 (37%) took loans from a local money lender (loan shark). Only 4(3%) took 

loans from other sources. 

 

In the case of Kerala, 43% customers depended on loan sharks, 29% customers on 

neighbours and another 29% customers on other sources. Forty six customers did not 

answer this question. There are two explanations for this. The majority of customers 

were in the dependent adult/child category. This means that in the case of an 

emergency, finance was met by other family members. It is interesting to note that 

29% members depended on other sources. The other sources of help could be local 

charitable organisations like St Vincent de Paul or a church.  

5.7.7 Interest rate for old loan  

 

Interest 

rate (Old 

Loan) 

Less than 

10% 

10% to 15% 
(Inclusive) 

15 % to 20 
% 

(Inclusive) 

20% to 
25% 

(Inclusive) 

25% 
and 

above 

Total 
Respo
nses 

Tamilnadu 132(88%) 10 (6.7%) 4 (2.7%) 4 (2.7%)      0 150 

Kerala 20 (17.7%) 30 (26.6%) 18 (15.9%) 43 (38%) 2 

(1.8%) 

113 

Total 

responses 

152 40 22 47 2 263 

Table 5.10 Interest rate for old loan 

 

The results on old interest rate reveal that the customers of Kerala paid a higher 

interest rate for the money they borrowed from different sources before microfinance. 

In the case of Kerala, out of 113 customers, 56 percent of them paid an interest rate 

above 15 percent and 40 percent of the customers paid more than 20 percent. 

However, in the case of Tamilnadu, 88 percent of customers said they got loans for 

less than 10 percent. In the case of Kerala only 18  percent of customers were able to 

get their loan for less than 10 percent. 
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5.7.8 Interest rate for current loan (Microfinance) 

 

Interest rate 
(Microfinance) 

Less 
than 
10% 

10 % to 15 
% 

(Inclusive) 

15 % to 20 
% 

(Inclusive) 

20% to 
25% 

(Inclusive) 

25% 
and 

above 

Total 
Respon

ses 

Tamilnadu 2% 64% 28.7% 5.3% 0 150 

Kerala 0 29.7% 67.4% 2.9% 0 138 

Total responses 3 137 136 12 0 288 

Table 5.11 Interest rate for current loan 

 

On the question of interest rate of the current loan, 273 customers out of a total of 288 

believed that they were charged 10 percent to 20 percent by ESAF. This is a wide 

difference. A more accurate estimate on interest rate could be made by referring to the 

responses from different managers from the interview conducted earlier. 

 

5.7.9 Return rate on the current income generation activity using microfinance  

 

Return on 

Current 

Business 

Less than 

20% 

20% to 25 

% 

(inclusive) 

25% to 

35% 

More than 

35% 

Total 

respons

es 

Tamilnadu 141(94%) 3 (2%) 2 (1.3%) 4 (2.7%) 150 

Kerala 102 (67.6%) 30 (19.9%) 8 (5.3%) 11 (7.3%) 151 

Total 

responses 

243 33 10 15 301 

Table 5.12 Return rate of income generation activity using microfinance 

 

The table above provides the percentage of return rates from the current income 

generation activities started using microfinance. All customers from Kerala and 

Tamilnadu answered this question. 243 customers, 141 from Tamilnadu and 102 from 

Kerala, got a return of less than 20 percent from their income generation activity; this 

is around 81 percent of the total customers. Only 25 customers were able to get a 

return of more than 25 percent, this is only 8.3 percent of the total.  
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5.7.10 Use of loan 

Tamilnadu 

Use of Loans Status cross tabulation 

Use of loan Status Total 

responses Dependent  

Adult/child 

Co-income 

earner in my 

family 

The main 

income 

earner in 

my family. 

Invested the full 

amount in business 

7 (14.3%) 38 (77.6%) 4 (8.2%) 49 

Used part of the loan to 

pay off old debts 

30 (46.9 %) 33 (51.6%) 1 (1.6%) 64 

Used part of the loan 

for my personal 

expenses 

6 (33.3%) 12 (66.7%) 0 18 

Used part of my loans 

for my personal 

expenses and for paying 

off debts 

5 (50%) 4 (40%) 1(10%) 10 

Total responses 48 87 6 141 

Table 5.13 Use of loan and status of the respondents of Tamilnadu 

 

In theory, microfinance loans are meant only for income generating activities, but in 

actual practice the full amount of the loan is not always invested in income generating 

activity. This is one of the reasons identified for the failure of microfinance in the 

literature (Hume, 2007). 

 

The above table provides a cross tabulation between the use of the loan and the 

financial status of the customer, with nine customers failing to answer this question. 

The evidence from the Tamilnadu study indicates that only 49 customers invested the 

full amount in business. Out of the 49 customers, 38 were co-income earners of the 

family. The result suggests that these were families where husbands had a steady 

income and who provided the opportunity for the wife to invest the full amount of the 

loan into income generating activities. However, the majority of customers, 92 out of 

141 (65%), diverted microfinance amounts to other uses: 64 customers used part of 

the microfinance loan in repaying debt; 18 used it for their personal expenses; and 10 

used part of the loan for personal expenses and part of it to paying back debts. Sixty-

four customers , around 45 percent, agreed that they had personal debts and paying 
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back that debt was one of their priorities. Ten customers, around 7 percent used part 

of their loans for both paying back debts and personal expenses. The respondents who 

belonged to the dependent class, failed to invest the full amount in business. Only 

seven customers invested fully in the business and 30 customers who belonged to this 

class had debts to pay.  

 

 

Kerala State 

 

Use of Loans-Status cross tabulation 

 

Use of loan Status Total 

Responses Dependent  

Adult/child 

Co-income 

earner in my 

family 

The main 

income 

earner in 

my family. 

Invested the full 

amount in business 

36 (67.9%) 13 (24.5%) 4 (7.6%) 53 

Used part of the loan to 

pay off old debts 

21 (65.6%) 10 (31.2%) 1 (3.1%) 32 

Used part of the loan 

for my personal 

expenses 

20 (76.9%) 6 (23.1%) 0 26 

Used part of my loans 

for my personal 

expenses and for 

paying off debts 

27 (67.5%) 13 (32.5%) 0 40 

Total responses 104 42 5 151 

Table 5.14 Use of loan and status of the respondents of Kerala 

 

The result from Kerala suggests that out of 151customers, only 53 customers invested 

the full amount in income generating activities (35 percent). This result is very similar 

to Tamilnadu. Out of 53 customers, 49 (93 %) were either joint income earners or a 

dependent adult/child. This group had other sources of income because their family 

members had some other income, probably from fishing activities. This gave them an 

opportunity to invest the full amount in business. 
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It can be seen that only 49 customers which is 34 percent of respondents from 

Tamilnadu (Table 5.13) and 53 customers which is 35 percent of customers from 

Kerala (Table 5.14) invested full amounts in income generating activities. Hundred 

and ninety two respondents admitted that they had debts to pay or had personal 

expenses that could not be postponed. To these people, paying off the debts and 

meeting immediate personal needs had greater priority than investing in income 

generating activities. 

 

It is clear that one of the main reasons for the low return rate of the business is the 

diversion of loan funds to other purposes (Hume, 2007). The interviews with bank 

managers revealed that they did not conduct checks on the utilisation of loans and all 

of them agreed that the loans given for income generation activities were not fully 

invested. However, their estimates differed widely.  

 

5.7.11 Glocalisation  

Reason for choosing the business and Satisfied with the choice (Cross tabulation) 

 

Reason for Choosing 

Business (income 

Generation activity ) 

Tamilnadu Kerala Total 

responses 

Suggested By ESAF 92 (60.9%) 17 (11.3%) 109 

Chosen by me because of 

my skills , assets 

58 (38.7%) 134 (88.7%) 192 

Total responses 150 151 301 

Table 5.15 Reason for choosing the business 

 

Satisfied with 

the choice 

Yes No Total 

Tamilnadu 104 (69.3%) 46 (30.7%) 150 

Kerala 127 (84.1%) 24 (15.9%) 151 

Total responses 231 70 301 

Table 5.16 Percentage of respondents who are satisfied with the choice 
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The table above provides information about choices of business. This is also an 

indicator of how much ESAF in the region gets involved in helping to choose an 

appropriate business activity (a glocalised approach). A total of 92 customers (around 

60.9% percent) chose the business activity suggested by ESAF. This result suggests 

that ESAF took an active role in providing advice on the type of business or income 

generation activity taken up. The results from Kerala provided a different picture. 

Here, 134 (88.7%) customers chose their income generation activity based on their 

skills and assets. It seems that in Kerala the MFI generally does not take an active role 

in advising customers on the selection of income generation activity. Probably, MFI 

generally selects customers after evaluating their skill set and assets. 

 

 A total of 231 customers were satisfied with the choice of their business (Table 5.16), 

104 customers of Tamilnadu and 127 customers from Kerala. This is around 77 

percent of the total number of customers. Despite this high percentage of satisfaction, 

they were not able to provide a good return rate from their business. The reason 

behind the failure is not hard to find. In addition 109 customers started their business 

on the advice of MFI.  

 

5.7.12 How do you describe your MFI? 

 

Opinion on MFI Tamilnadu Kerala Total 

Understanding financial 

needs 

41 49 90 

Genuinely committed to 

customers problems 

24 9 33 

True to their word 34 10 44 

Reliable 33 55 88 

Community conscious 18 6 24 

Total 150 129 279 

Table 5.17 Respondents description of MFI 

 

Customers of microfinance from both States were given five choices to describe their 

microfinance provider. They were asked to choose one option that met most of their 
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views. Out of 279 customers, 90 (32 percent) were of the opinion that their 

microfinance provider understood their financial needs, and 88 customers (31.5 

percent) believed that they are reliable. Thus 63.5 percent of the respondents were of 

the opinion that their microfinance provider was reliable and had understood their 

needs. 

 

The figures in Table 5.17 indicate that only 24 (8.6 percent) customers believed that 

their bank was community conscious. Thirty three (11.8 percent) customers believed 

that the MFI was truly committed to customers’ problems. The results indicate that 

most customers thought that their MFI, as a reliable provider of loans to poor people, 

was not an organisation that was truly committed to the sustainable development of 

poor people.  

 

5.7.13 Opinion on the interest rate 

Opinion on the interest rate charged on microfinance loan  

 

Opinion 

on interest 

rate 

charged 

Excessive interest 

charged 

Not 

excessive 

Total 

Tamilnadu 119 31 150 

Kerala 91 10 101 

Total 210 41 251 

Table 5.18 Opinion of respondents on interest rate charged 

 

MFIs are often accused of charging higher interest rates, and this is said to be one of 

the reasons for the failure of microfinance based enterprises in attaining sustainable 

development (Hassan, 2002, Chavan and Ramakumar 2004). As can be seen from 

Table 5.18, 50 customers of Kerala failed to answer this question. Two hundred and 

ten customers (almost 84 percent) felt that the interest rate charged by MFIs was 

excessive and 41 felt that they were reasonable. New age bank managers in the 

interviews admitted that they could reduce the interest rate by 2 percentage points, but 
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they charged interest rates on the basis of the ongoing rate. Managers of MFIs 

justified the high interest rate by citing the high operating costs of microfinance.  

 

The next section examines the reason for the high repayment rate by customers in 

Kerala and Tamilnadu. 

 

5.7.14 Repayment Rate  

Repayment rate Yes No Total 

Tamilnadu 140 (93.3%) 10 (6.67 %) 150 

Kerala 148 (98 %) 3 (2%) 151 

Total 288 13 301 

Table 5.19 Repayment rate of respondents of both Kerala and Tamilnadu 

 

Action from the bank on Default 

 

Action from the 

bank on default  

Send a 

collection 

Agent 

Send a 

warning 

letter 

Enquired 

why you 

have 

defaulted 

Total 

Tamilnadu 6 3 1 10 

Kerala 1 1 1 3 

Total 7 4 2 13 

Table 5.20 Details of action from the bank upon default 

 

The literature on microfinance suggests that it has a repayment rate of more than 95 

percent. The managers interviewed admitted that their average repayment rate on 

loans was more than 95 percent. The figures from above Table 5.19 suggest that the 

return rate from Tamilnadu is 93.3 percent and from Kerala it is 98 percent. The 

combined return rate of the two states is 95.7 percent. The second table provides 

information on the action taken by the MFI on default of repayment. Only 13 

respondents defaulted on the loan repayments and, surprisingly, only in two cases did 

the bank ask the customer for the reasons for the default.  

 

The next section examines how customers repay their loans. 
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5.7.15 Taking Loans to Repay the Microfinance Loan 

 

Taking Loan from 

other sources to 

repay microfinance  

Yes No Total 

Tamilnadu 128(90.8 %) 13(9.2%) 141 

Kerala 47 (32.4%) 98(67.6 %) 145 

Total 175 111 286 

Table 5.21 Number of respondents taking loan to repay microfinance 

 

The above table provides information on customers who have actually taken out loans 

from other sources to repay the microfinance. Five customers from Kerala and nine 

customers from Tamilnadu failed to answer this question. Hundred and seventy five 

customers admitted that they had taken money from other sources to repay 

microfinance. In the case of Tamilnadu this figure was higher, with 128 customers out 

of 141 taking out loans to repay their microfinance liabilities. This is almost 91 

percent. In the case of Kerala it is 32 .4 percent. 

 

 Why customers of microfinance are taking loans to repay it?   

Reason for 

taking loans to 

repay 

microfinance  

finance loan 

Fear of 

collection 

agents 

Peer 

Pressure 

from SHG 

Fear of not 

getting 

further 

loans 

Total 

Tamilnadu 40 58 32 130 

Kerala 10 22 39 71 

Total 50 80 71 201 

Table 5.22 Reason behind taking loan to repay microfinance 

 

Bank visit rate, how often the field staffs meets the customers 

Bank Visit rate  

( Meeting customers ) 

Weekly Between 

1 and 2 

months 

Total 

Tamilnadu 149 1 150 

Kerala 149 2 151 

Total 298 3 301 

Table 5.23 Bank visit rate of field Staff 
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The managers interviewed identified three reasons behind the high repayment rate of 

microfinance. One major factor was the peer pressure from the SHG. The second 

factor was the fear of not getting further loans. The third factor was the relationship to 

banking.  

 

The customers were asked the same questions. Twenty respondents from Tamilnadu 

and 80 respondents from Kerala did not answer this question. The reason for 

repayment from the customers’ point of view seems to be divided. Eighty of the 201 

respondents said that the major reason for repayment was peer pressure from the 

SHG. Seventy-one customers in total said they feared not getting further loans. Fifty 

customers reported that they feared collection agents. Collection agents are people 

recruited by banks to collect money from defaulters.  

 

The table above shows that bank staff visited each SHG on a weekly basis. A 

relationship is maintained between members of the SHG and the bank staff. Those 

who became defaulters faced the wrath of collection agents and, being women, they 

feared reprisals from the collection agents if they defaulted. Thus, the so called 

relationship banking mentioned by managers is generally the inducement of fear 

among defaulting customers. This fear factor is a major factor in the high rates of 

repayment. 

5.7.16 Conclusion  

 

This chapter analysed the results of section A, which reveals banking patterns of 

customers, and Section C, which describes their personal characteristics. Banking 

patterns were identified, as was important demographic characteristics. The survey 

results gave interesting insights into the use of loans, repayments, interest rates 

charged, return rates on investment and action from the banks with regard to defaults. 

One of the major highlights of the results was that more than sixty percent of loans 

were being diverted into other purposes. Another interesting aspect is that some 

customers were taking out loans from other sources to repay their microfinance loans 

and were, thereby, being caught up in a spiral of poverty.  The findings of this chapter 

have important implications in the discussions of the subsequent chapters. 
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Chapter 6 

Analysis of Contentment and Discontentment on major 

issues 

6.1 Introduction  

The main objective of this chapter is to measure the level of (dis)contentment of 

customers of microfinance (both Kerala and Tamilnadu) on the issues of CSR, 

Glocalisation, Breaking the Poverty Cycle and Sustainability of the schemes, and to 

test the hypotheses. The level of (dis)contentment will be assessed after applying the 

reliability tests on the test items. Consumer attribution of these test items will be 

found using the contentment and discontentment scale developed by Lundstorm and 

Lammont (1976). This chapter is divided into four broad parts. The first part details 

the methods of grouping the test items. The second part describes the results of 

reliability tests. The third part is the analyses of the results. The fourth part tests 

various hypotheses.  

 

6.2 Contentment and Discontentment scale  

As discussed earlier in Chapter 4 the quantitative questionnaire comprised 48 test 

items in Section B (see Appendix B) which measures consumers perception of the 

strategies pursued by the MFI. They were grouped into four distinctive sets of test 

items namely CSR, Glocalisation, Breaking Poverty Cycle and Sustainability. Each 

set aimed to reveal the consumer (dis)contentment towards the factors to be examined 

for the study.  

 

6.2.1 Reliability tests 

Reliability is the correlation of an item, scale or instrument with a hypothetical one 

that measures what it is supposed to do. Since the true instrument is not available, 

reliability is estimated in one of the four following ways. 

Internal consistency: Estimation based on the correlation among the variables 

comprising the set. (Cronbach's alpha)  
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Split-half reliability: Estimation based on the correlation of two equivalent forms of 

the scale. (Spearman-Brown coefficient)  

Test-retest reliability: Estimation based on the correlation between two (or more) 

administrations of the same item, scale or instrument for different times, locations or 

populations, when the two administrations do not differ on other relevant variables. 

(Spearman Brown coefficient)  

Inter-rater reliability: Estimation based on the correlation of scores between among 

two or more raters who rate the same item, scale or instrument (Garson, 2008). 

 

The researcher has selected internal consistency and the split-half reliability tests for 

the questionnaires framed for quantitative analysis. 

 

6.2.2 Internal Consistency 

 

6.2.2.1 Cronbach’s α 

The internal consistency is usually estimated by Cronbach’s alpha (α). Cronbach's 

alpha measures how well a set of items (or variables) measures a single 

unidimensional latent construct. When data have a multidimensional structure, 

Cronbach’s alpha will usually be low. Cronbach's alpha is a coefficient of reliability 

(or consistency). Cronbach's alpha can be written as a function of the number of test 

items and the average inter-correlation among the items (Bruin, 2006) 

 

The formula for the standardised Cronbach's alpha 

                                               

 

Here N is the number of test items; C is the average inter-item covariance among the 

items and v equals the average variance. Cronbach’s alpha can be interpreted as 

the percent of variance the observed scale would explain in the hypothetical true scale 
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composed of all possible items in the universe. Alternatively, it can be interpreted as 

the correlation of the observed scale with all possible other scales measuring the same 

thing and using the same number of items. A value above 0.7 represents an adequate 

scale (Nunnally, 1978). 

 

 

6.2.2.2 Split-half reliability 

 

This is an estimation based on the correlation of two equivalent forms of the scale 

(typically, the Spearman-Brown Coefficient). If there are n items for a scale they are 

split into two equal parts. Each part is separately tested for internal reliability. The 

split-half test, through SPSS, will generate four coefficients, Cronbach's alpha for 

each form, the Spearman-Brown coefficient, the Guttman split-half coefficient, and 

the Pearsonian correlation between the two forms. The Pearson correlation measures 

the linear correlation while the Spearman-Brown and the Guttman split-half 

coefficient measures the rank correlation (Bruin, 2006). 

 

6.3 Contentment and Discontentment Analysis of Variables-Reliability Test 

 

The analysis was done using SPSS. A combined analysis of both the respondents from 

Kerala and Tamilnadu was undertaken to gauge the (dis)contentment on various 

issues. The reliability tests conducted on the four grouped items produced the 

following results. 

6.3.1 CSR 

A total of 17 questions were used to measure the contentment/discontentment of 

consumers on the CSR angle of microfinance. The 17 statements were taken from the 

section B (refer appendix) of the questionnaire which measures the CSR commitment 

of the MFI. Table 6.5 outlines the details of the statements grouped under CSR. The 

reliability test results for CSR are presented in Table 6.1 
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No. of Items  17 

Alpha  0.7631 

Reliability Coefficients 

Correlation between forms = .7008 Equal-length Spearman-Brown = .8241 

Guttmann Split-half = .8235 Unequal-length Spearman-Brown = .8245 

Items in part 1 Items in part 2 

Alpha for part 1 = .5394 Alpha for part 2 =.6383 

Table 6.1 Reliability test results of CSR 

 

6.3.2 Glocalisation 

 

A total of eight statements were used to examine the consumer (dis)contentment on 

the glocalisation strategies pursued by organisations. Specific statements which 

measure the local commitment of the MFI are included in this section. Table 6.8 

outlines the corresponding number of statements grouped under Glocalisation. . The 

reliability test results for Glocalisation are presented in Table 6.2. 

 

No. of Items  8 

Alpha  0.7205 

Reliability Coefficients 

Correlation between forms = .6272 Equal-length Spearman-Brown = .7709 

Guttmann Split-half = .7701 Unequal-length Spearman-Brown = .7709 

Items in part 1 Items in part 2 

Alpha for part 1 = .4957 Alpha for part 2 =.564 

 

Table 6.2 Reliability test results of Glocalisation 
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6.3.3 Breaking the poverty Cycle 

The researcher had prepared 12 questions to gauge the contentment/discontentment of 

consumers of microfinance regarding the question of breaking the poverty cycle. 

There were 9 questions with positive statements and three with negative statements. 

Reliability tests were conducted. As can be seen from Table 6.3 the results were found 

to be quite consistent and adequate. Details of the statements grouped under “breaking 

poverty cycle” can be found in Table 6.11. 

 

 

No. of Items  12 

Alpha  0.7579 

Reliability Coefficients 

Correlation between forms = .6627 Equal-length Spearman-Brown = .7972 

Guttmann Split-half = .7969 Unequal-length Spearman-Brown = .7972 

Items in part 1 Items in part 2 

Alpha for part 1 = .5852 Alpha for part 2 =.5966 

Table 6.3 Reliability test results of breaking the Poverty cycle 

 

6.3.4 Sustainability 

Nine statements are grouped under sustainability. Specific statements related to 

micro-enterprise development and financial stability are included in this section. 

Refer to Table 6.14 for details regarding statements which are grouped under 

sustainability. The reliability test results of sustainability can be found in Table 6.4.As 

can be seen that the scale used for sustainability is reliable and consistent. Reliability 

testing produced the following results. 
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No. of Items  9 

Alpha  0.700 

Reliability Coefficients 

Correlation between forms = .5485 Equal-length Spearman-Brown = .7084 

Guttmann Split-half = .6944 Unequal-length Spearman-Brown = .7104 

Items in part 1 Items in part 2 

Alpha for part 1 = .6376 Alpha for part 2 =.3635 

Table 6.4 Reliability test results of Sustainability  

 

In summary all the results in Table 6.1, 6.2, 6.3, 6.4 testify the reliability of the scale. 

6.4 Analysis of results 

Determining the contentment and discontentment of consumers has been at the centre 

of consumer research (Aaker and Day, 1972; Buskirk, 1970; Quazi, 2002). As 

discussed earlier, the study defines the contentment and discontentment construct as 

the collection of attitudes of consumers towards different strategies pursued by the 

business (Lundstrom and Lamont, 1976). The principal objective of the study is to 

gauge the effectiveness of microfinance strategies pursued by the MFI. Specifically, 

this study measures the contentment and discontentment held by the consumers on 

four major areas, namely CSR, Glocalisation, Breaking Poverty cycle and 

Sustinability. The level of contentment/discontentment is measured using a modified 

version of the consumer discontentment scale (Lundstrom and Lamonth, 1976). The 

scale incorporates a bi-polar measure to assess the intensity of 

contentment/discontentment and has previously been observed to be a reliable and 

valid measurement instrument (Rugimbana et al., 2005). This study uses a subset of 

48 statements adapted from the original pool of 82 items by modifying item wordings 

to reflect the objectives of the study and then further grouping them under four 

categories. 

 

In this section, every statement that measures the construct is analysed and a judgment 

of contentment or discontentment is made using the values. Prior to this analysis each 

statement is classified manually as positive and negative, this classification is based 
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on the sentence structure, the use of negative words in a particular statement. As 

suggested by Lundstorm and Lamont (1976) negative statements were reverse coded 

using SPSS. Mean and standard deviation of the response on each statement were 

found using SPSS. Each item was analysed separately based on the mean and standard 

deviation to gauge the consumer’s attribution on each factor, on a scale ranging from 

1 (Extremely content) to 5 (Extremely discontent), the respondents mean and standard 

deviation is calculated for each statement. A mean value of 3 or more is considered as 

leaning towards the discontentment scale whereas if the mean value is less than 3 it is 

indicative of consumer contentment (Rugimbana et al., 2005). In the case of a 

negative statement a mean of 3 or more is taken as contentment and a value less than 

3 is taken as discontentment. Leading research studies, for example in the marketing 

area, obtain measures such as means and standard deviations from Likert-scale data 

(Dawes, 2008). Likert scale questions are appropriate for computing means since the 

number that is coded can give the researcher an indication of the direction of the 

average answer. The standard deviation is also important for indicating the average 

distance from the mean. A low standard deviation means that most observations 

cluster around the mean. A high standard deviation means that there was a lot of 

variation in the answers. A standard deviation of 0 is obtained when all responses to a 

question are the same. 
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6.4.1 Overall Analysis of CSR 

Percentage Breakdown  

 
No Statement Q.NO Agreed Disagreed Neutral 

1 Primary motive of the bank is to increase profits. 2.2 43% 43% 14% 

2 Microfinance providers are helping the community by providing 

them with work. 

2.21 57% 37% 6% 

3 Many Microfinance providers listen to customer complaints but then 

do nothing. 

2.19 18% 72% 10% 

4 Often Microfinance providers cannot be trusted in what they say. 2.14 23% 59% 18% 

5 Microfinance is another example of banks trying to make profits at 

the expense of the poor community. 

2.8 8% 81% 11% 

6 As soon as the Microfinance Provider gets your business, they forget 

you. 

2.31 26% 74% 0 

7 Micro Finance Provider advertises special deals to get the customer 

in, in order to sell them something else. 

2.20 18% 82% 0 

8 Often the purchase decision of micro loans offered by banks is due 

to peer pressure. 

2.17 20% 72% 8% 

9 Microfinance providers take advantage of the disadvantaged by 

charging higher prices.  

2.39 15% 72% 13% 

10 The main reason any Microfinance provider contributes to a 

community is for a financial return. 

2.37 26% 52% 22% 

11 Microfinance provider’s profits are high, yet they keep raising fees.  2.35 55% 26% 19% 

12 Advertising (example, insurance policies) tempts people to purchase 

microfinance products without considering the consequences. 

2.34 75% 25% 0 

13 Members of staff of Micro Finance Providers nowadays are less 

concerned with the needs of the customers. 

2.29 39% 61% 0 

14 The consumer of microfinance has lesser importance to a Micro 

Finance Provider when compared to a shareholder. 

2.28 46% 46% 8% 

15 Micro Finance Providers do not want to help local industry because 

it is not profitable. 

2.27 26% 74% 0 

16 Micro Finance Providers encourage the consumer to borrow more 

than they need. 

2.25 22% 78% 0 

17 What Micro Finance Providers really care for is to make the most 

money they can.  

2.22 39% 49% 12% 

Table 6.5 Percentage breakdown on contentment and discontentment for CSR 

 

There were two types of questions asked under the CSR banner. First type are 

questions whose answers in the affirmative increased the credibility of banks in the 

context of CSR. These are positive questions. A low score shows agreement. In this 

case a mean score of less than 3 is considered as contentment. The second type of 

question was whose answers were in the affirmative, which reduced the credibility of 

the banks in the context of CSR. They are negative questions. When respondents 
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produce answers negating negative questions the result is positive. A high score 

shows agreement. On individually analysing each statement it is quite clear from 

Table 6.6 that the consumers of microfinance are satisfied with the way banks handle 

microfinance activities and their commitment towards CSR. 

6.4.2 CSR- Analysis of Statements 

No Statement Q.NO Mean S.D +ve 

_ve 

C/DC 

1 Primary motive of the Microfinance provider is to increase profits. 2.2 2.8 1.3 _ X 

2 Microfinance providers are helping the community by providing 

them with work. 
2.21 2.4 1.4 +   

3 Many Microfinance providers listen to customer complaints but then 

do nothing. 
2.19 3.6 1.1 _   

4 Often Microfinance provider cannot be trusted in what they say. 2.14 3.5 1.1 _   

5 Microfinance is another example of banks trying to make profits at 

the expense of the poor community. 
2.8 3.8 0.9 _   

6 As soon as the Microfinance provider gets your business, they forget 

you. 
2.31 3.3 1.3 _   

7 Micro Finance Provider advertises special deals to get the customer 

in, in order to sell them something else. 
2.20 3.9 0.8 _   

8 Often the purchase decision of micro loans offered by banks is due 

to peer pressure. 
2.17 3.6 1.2 _   

9 Microfinance providers take advantage of the disadvantaged by 

charging higher prices.  
2.39 3.6 0.9 _   

10 The main reason any bank contributes to a community is for a 

financial return. 
2.37 3.1 1.2 _   

11 Microfinance providers’ profits are high, yet they keep raising fees.  2.35 2.4 1.2 _ X 

12 Advertising (example, insurance policies) tempts people to purchase 

microfinance products without considering the consequences. 
2.34 3.6 0.8 _   

13 Members of staff of Micro Finance Providers nowadays are less 

concerned with the needs of the customers. 
2.29 3.5 1.1 _   

14 The consumer of microfinance has lesser importance to a Micro 

Finance Provider when compared to a shareholder. 
2.28 2.8 1.4 _ X 

15 Micro Finance Providers do not want to help local industry because 

it is not profitable.
1
 

2.27 3.5 1.1 _   

16 Micro Finance Providers encourage the consumer to borrow more 

than they need. 
2.25 3.7 1.1 _   

17 What Micro Finance Providers really care for is to make the most 

money they can.  
2.22 2.9 1.4 _   

Table 6.6 Mean and Standard deviation of CSR 

 

                                                 
 = Contentment   X  = Discontentment     Positive Statement  = +   Negative Statement= – ve     
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Out of 17 questions, 16 of them were negative questions. Issues that prompted 

responses of strong discontentment were very few. The consumers expressed strong 

contentment on some important issues like statement 2.8, “Microfinance is another 

example of banks trying to make profits at the expense of the poor community”. The 

mean of the aforementioned statement is 3.86 and the standard deviation is 0.940. 

Eighty one percent of the recipients disagreed with this statement and only 8 percent 

agreed with it. Ten percent took a neutral attitude. It is clear that most of the 

respondents do not feel that they are being exploited by the banks. This is an 

expression of contentment on the part of recipients.  

 

MFI’s are often accused of pushing people into virtual spirals of poverty by providing 

them with more loans. However, when responding to question number 2.25, 78% of 

consumers disagreed with the statement that the MFI encouraged them to borrow 

more. Another criticism of MFI’s is that some of them express traits of a pure money 

lending organisation. It seems that the majority of the consumers of this survey did 

not agree with this. Responding to the statement “As soon as the Microfinance 

provider gets your business, they forget you”, 74 percent of the respondents disagreed 

with the statement, only 26 percent of recipients agreed with the statement. This 

shows that the majority of the recipients were content with the way the banks were 

running the business. However, one important element that has to be noted here is that 

the recipients of microfinance do not deal directly with the banks. Only the members 

of the field staff of the MFI are directly involved with the recipients. Therefore this 

contentment should be indirectly attributed to the banks. On issues like helping the 

local industry, catering towards the needs of society, consumers expressed strong 

contentment. One interesting point to note is the opinion of the consumers, on 

statement 2.2, “Primary motive of the Microfinance provider is to increase profits”. 

This statement produced a mean of 2.85 and the standard deviation is 1.371. A 

standard deviation of 1.371 for a mean of 2.85 is high. Forty three percent of the 

respondents agreed to the statement and 43 percent disagreed. 14 percent gave a 

neutral answer. The results clearly show the wide disparity in thinking on this issue.  

 

 Out of the 17 statements, consumers expressed discontentment on only two 

statements, questions 2.35 and 2.28. Responding to the negative statement 2.28, 
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consumers felt that they were less important to the bank when compared to the 

shareholders. The mean for the statement is 2.87 and the standard deviation is 1.482. A 

standard deviation of 1.482 for a mean of 2.87 is indicative of the diverging opinions 

in this item. It is interesting to note that 46 percent of respondents felt that the 

statement was true. At the same time, 46 percent felt the opposite. This shows that 

banks have not taken the recipients of microfinance into their confidence and made 

them feel important. Had there been contentment, there would have been more 

recipients disagreeing with the item. In fact, recipients felt less important. This shows 

their discontentment. This supports Johnson’s (1971) view of CSR, Johnson’s main 

argument was that a socially responsible firm should look after the interests of 

stockholders. 

 

 

 
 
6.4.2.1 Overall mean for CSR 

 

The overall mean for the 17 statements was computed using SPSS. All negative 

questions were reverse coded and the common mean for CSR and standard deviation 

was determined using SPSS taking all 17 questions into account. The result is given in 

Table 6.7. The overall mean is 2.59 (<3) indicating that consumers of microfinance 

were relatively content with CSR commitment of the MFI.  
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6.4.3 Analysis of Glocalisation  

Percentage Breakdown  

No Statement Q.NO Agreed Disagreed Neutral 

1 When a Micro Finance Provider 

advertises a new or improved product, it 

is the same old thing presented in a 

different way 

2.10 34% 66% 0 

2 Microfinance providers usually stand by 

their products and services. 

2.9 45% 25% 30% 

3 The actual product I buy is usually the 

same as that advertised (no hidden 

gimmicks). 

2.16 45% 45% 10% 

4 Micro Finance Providers have a great 

influence on raising our standard of 

living 

2.1 71% 7% 22% 

5 All Microfinance providers provide the 

same products 

2.32 21% 64% 15% 

6 Government regulation is required to 

ensure that Micro Finance Providers 

price their services fairly 

2.12 42% 45% 13% 

7 Micro Finance Providers try to take a 

personal interest in every customer, 

rather than treating him or her as a 

number 

2.30 62% 20% 18% 

8 Micro Finance Providers are not willing 

to listen to consumer concerns 

2.26 43% 67% 0 

 

Table 6.7 Percentage breakdown on contentment and discontentment for Glocalisation 

 

 

A total of eight statements are grouped under glocalisation.  Out of it five are positive 

and three are negative. Positive questions whose answers are in the affirmative 

increase the credibility of banks with relation to the glocalisation. The 3 negative 

questions whose answers are in the affirmative reduce the credibility of the banks in 

the context of glocalisation.  

 

Table 6.8 shows the overall results from the questions on Glocalisation. For all 

questions, mean and standard deviations were computed. Consumers expressed 
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contentment for all the questions. Questions 2.10, 2.32 and 2.9 had negative 

connotation. Sixty-six percent disagreed with statement 2.10, “When a Micro Finance 

Provider advertises a new or improved product, it is the same old thing presented in a 

different way”. The strong contentment on this issue expressed by customers is 

indicative of the glocalisation commitment of the MFI. Responding to question 

number 2.32, again consumers expressed strong disagreement. Sixty-four percent 

disagreed with this statement. Only 21 percent expressed agreement. The responses 

show that recipients were content with the different products offered by the banks. 

However in response to statement 2.16 “The actual product I buy is usually the same 

as that advertised”, consumer’s opinion was clearly divided. The mean is 2.8 and the 

standard deviation is 1.3. It is quite natural that there could be different views on 

individual basis. A scheme that is completely satisfiable to one entrepreneur may be 

unsatisfactory to another due to difference like education, experience, performance of 

the microenterprise and mental set up. Forty-five percent agreed and 45 percent 

disagreed on this issue, with 10 percent non-committal. This is not a favourable result, 

though the mean for the statement shows a bit of contentment on behalf of recipients. 

The divergent opinion on the statement 2.16 shows that a majority did not feel that 

their perceived needs were being met by microfinance providers. 
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6.4.4 Glocalisation- Analysis of Statements  

 

No Statement Q.NO Mean S.D +ve 

_ve 
C/DC 

1 When a Micro Finance Provider advertises a new or 

improved product, it is the same old thing presented in a 

different way 

2.10 3.3 1.1 _   

2 Microfinance providers usually stand by their products and 

services. 

2.9 2.6 1.2 +   

3 The actual product I buy is usually the same as that 

advertised (no hidden gimmicks). 

2.16 2.8 1.3 +   

4 Micro Finance Providers have a great influence on raising 

our standard of living 

2.1 1.8 1.1 +   

5 All banks provide the same products 2.32 3.3 1.1 _   

6 Government regulation is required to ensure that Micro 

Finance Providers price their services fairly 

2.12 2.9 1.2 +   

7 Micro Finance Providers try to take a personal interest in 

every customer, rather than treating him or her as a number 

2.30 2.3 1.2 +   

8 Micro Finance Providers are not willing to listen to 

consumer concerns 

2.26 3.4 1.2 _   

 

Table 6.8 Mean and Standard deviation of Glocalisation 

 
 = Contentment   X  = Discontentment     Positive Statement  = +   Negative Statement= – ve     

 

 

 

 

6.4.4.1 Overall mean for Glocalisation 
 

 

Questions 2.10, 2.32 and 2.6 had negative connotation. They were reverse coded to 

determine the common mean. The overall mean for the eight Glocalisation statements 

were calculated using SPSS, the result revealed an overall mean of 2.4 and a standard 

deviation of 0.36.  The results indicate that consumers were content with the 

glocalisation strategies pursued by the MFI.  
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6.4.5 Overall Analysis of Breaking Poverty Cycle 

 

The results from the Table 6.10 indicate that on the issue of breaking poverty cycle 

there is no clear cut contentment or discontentment on the statements presented. Out 

of the total 12 statements consumers expressed contentment on 7 and were discontent 

on the rest. An individual analysis of each statement would reveal a more meaningful 

insight into this issue. 

Breaking of Poverty Cycle Percentage Breakdown 

 

No Statement Q.NO Agreed Disagreed Neutral 

1 Often I need assistance in financial management and I'm 

just not able to get it  

2.5 58% 32% 10% 

2 The quality of services and products offered by Micro 

Finance Providers has consistently improved over the 

years 

2.13 55% 17% 28% 

3 Mainstream banks have become so big that they really 

don't serve the customer in a personal way. 

2.11 15% 62% 13% 

4 Micro Finance Providers offer adequate training  for 

identifying and starting new business 

2.46 25% 75% 0 

5 My Micro Finance Provider is a good corporate citizen 2.48 72% 28% 0 

6 The national economy is controlled by the big banks 2.40 35% 51% 14% 

7 Micro Finance Providers’ advertising provides a useful 

source of information 

2.3 21% 68% 11% 

8 Availability of credit helps to start a business 2.4 54% 15% 31% 

9 Most Micro Finance Providers have a complaints 

department to support their products and services 

2.18 32% 57% 11% 

10 In general, Micro Finance Providers are honest with their 

customers 

2.33 75% 25% 0 

11 Most people know that banks, while advertising, lie a little  2.24 15% 74% 11% 

12 The products offered by Micro Finance Providers, other 

than loans (insurance, savings), have helped to achieve 

financial stability  

2.41 55% 20% 25% 

 

Table 6.9 Percentage breakdown on contentment and discontentment for Breaking 

Poverty cycle 
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No Statement Q.NO Mean S.D +ve 

_ve 
C/DC 

1 Often I need assistance in financial management and 

I'm just not able to get it  

2.5 2.6 1.3 _ x 

2 The quality of services and products offered by 

Micro Finance Providers have consistently improved 

over the years 

2.13 2.4 1.0 +   

3 Mainstream banks have become so big that they 

really don't serve the customer in a personal way. 

2.11 3.3 1.2 _  x 

4 Micro Finance Providers offer adequate training  for 

identifying and starting new business 

2.46 3.7 1.1 + x 

5 My Micro Finance Provider is a good corporate 

citizen 

2.48 2.2 1.1 +   

6 The national economy is controlled by the big banks 2.40 3.1 1.3 + x 

7 Micro Finance Providers’ advertising provides a 

useful source of information 

2.3 3.7 1.4 + x 

8 Availability of credit helps to start a business 2.4 2.4 1.1 +   

9 Most Micro Finance Providers have a complaints 

department to support their products and services 

2.18 3.3 1.3 + x 

10 In general, Micro Finance Providers are honest with 

their customers 

2.33 1.9 0.9 +   

11 Most people know that Microfinance provider, while 

advertising, lies a little  

2.24 3.6 1.0 _   

12 The products offered by Micro Finance Providers, 

other than loans (insurance, savings), have helped to 

achieve financial stability  

2.41 2.4 1.1 +   

Table 6.10 Question number, Mean and Standard deviation of Breaking Poverty cycle 

 = Contentment   X  = Discontentment     Positive Statement  = +   Negative Statement= – ve     

 

 

6.4.6 Analysis of each statements of Breaking Poverty cycle 

 

Question 2.5-Often I need assistance in financial management and I'm just not able 

to get it  

This is a negative statement. The mean is 2.6 and the standard deviation is 1.3. Fifty-

eight percent agreed with the statement while 32 percent disagreed. Ten percent 

remained neutral. This shows clear discontentment. It is quite clear that banks remain 

aloof when the consumer needs assistance in financial management. Banks have no 

infrastructure to offer assistance to the consumer and are not ready to spend funds on 
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it, preferring to leave that field to the MFI. MFIs have good intentions but are totally 

helpless due to tight budgets. 

 

Question 2.11-Mainstream banks have become so big that they really don't serve 

the customer in a personal way 

This is a negative statement. The mean is 3.3 and the standard deviation is 1.2. Sixty-

two percent of respondents did not agree with the proposition. Only 15 percent 

agreed. Recipients were not very critical of the banks that provided them with 

microfinance. This is an expression of contentment 

 

Question 2.3-Advertisements of Micro Finance Providers provide useful sources of 

information 

This is a positive statement. The mean is 3.7 and the standard deviation is 1.4. Sixty-

eight percent of respondents disagreed with the statement. Only 21 percent showed 

some agreement while others remained neutral. This is a sign of discontentment. 

 

Question 2.4-Availability of credit helps to start a business  

This is also a positive statement. The mean is 2.4 and the standard deviation is 1.1. 

Fifty-four percent of the respondents agreed to the item. Surprisingly, 31 percent gave 

the answer ‘neither agree nor disagree’ and the rest disagreed. This item would have 

evoked a better response had there been contentment on this simple issue. Fifty four 

percent agreed with the statement, which indicates a mild form of contentment. 

 

Question 2.18-Most Microfinance provider have a complaints department to 

support their products and services 

The mean is 3.3 and the standard deviation is 1.3. Only 32 percent of the respondents 

agreed to the statement while 57 percent disagreed with it. This shows discontentment 

with the services of the banks and SHGs. 

 

Question 2.33-In general, Microfinance provider is honest with their customers 

The mean is 1.9 and the standard deviation is 0.9. Seventy-five percent of recipients 

agreed with this statement. This also shows that respondents have confidence in the 

providers of microfinance. It shows contentment. 
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Question 2.40-The national economy is controlled by the big banks  

The mean is 3.1 and the standard deviation is 1.3. Thirty-five percent agreed with the 

statement and 51 percent disagreed with it, 13 percent remained neutral. This shows 

that the recipients had nothing against the banks. However, the answers do not give a 

clear impression of contentment or discontentment. 

 

Question 2.13-The quality of services and products offered by Microfinance 

provider has consistently improved over the years 

The mean is 2.4 and the standard deviation is 1.0. Fifty-five percent agreed with the 

statement while 17 percent disagreed and 28 percent provided a neutral answer. Here 

again recipients showed antipathy to the providers of micro-finance. There is a 

limited amount of contentment in what they receive from the providers of 

microfinance. 

 

Question 2.48-My Micro Finance Provider is a good corporate citizen 

The mean is 2.2 and the standard deviation is 1.1. This is a positive statement probing 

the opinion of consumers about the providers of microfinance. Seventy-two percent 

agreed with the proposition. It shows contentment. 

 

Question 2.24-Most people know that Microfinance provider while advertising lies a 

little  

This is a negative statement. The mean is 3.6 and the standard deviation is 1.0. 

Seventy-four percent of the recipients disagreed with this. Only 15 percent agreed with 

it. Here again recipients showed they had nothing against the banks. In fact, they 

showed that they approved of the microfinance providers and what they do. This is 

sign of contentment. 

            

Question 2.46- Micro Finance Provider offer adequate training for identifying and 

starting new business 

The mean is 3.7 and the standard deviation is 1.1. Seventy-five percent of respondents 

disagreed with the statement. It looks as if the consumers harboured resentments 
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against the providers of microfinance for not taking any meaningful efforts to train 

them for the new ventures. This shows clear discontentment. 

 

Question 2.41-The products offered by Micro Finance Providers, other than loans 

(insurance, savings), have helped to achieve financial stability  

The mean is 2.4 and the standard deviation is 1.1. Fifty-five percent of respondents 

agreed with the proposition. However, 25 percent gave a neutral answer and others 

showed their discontentment. An issue of this nature needs a much better positive 

response. 

 

 

6.4.6.1 Overall mean for Breaking Poverty cycle 
 

The overall mean and standard deviation for breaking the poverty cycle is 2.7 and 0.5 

respectively. 

 

Although technically the results show contentment (Mean Value=2.7<3), consumers 

of microfinance have shown discontentment on four major issues. 

 They do not receive useful sources of information. 

 They do not get any support from the providers of microfinance on their 

products and  service 

 They are not given training for identifying and starting new businesses. 

 They are not very sure whether the programmes have the capability of making 

them achieve financial stability. 

 

These are serious problems that need to be resolved by microfinance providers. 

Reading the overall response on the issue of breaking the poverty cycle it seems that 

consumers of microfinance are not content with the steps taken by providers to move 

them from below the poverty line. 

6.4.7 Sustainability 

Table 6.11 and 6.12 presents the results of sustainability, the percentage and 

numerical scores for mean and standard deviation respectively. 
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No Statements Q.NO Agreed Disagreed Neutral 

 

1 

Income from business has helped us to send children to  

School 

2.44 28% 72% 0 

 

2 

Micro Finance Providers generally offer what the customer  

Wants 

2.36 58% 30% 12% 

 

3 

The only person who cares about the consumer is the  

consumer (relative to Micro Finance Provider) 

2.15 37% 63% 0 

4 

 

The microcredit has enabled me to start a business and raise  

the standard of living 

2.45 42% 57% 1% 

5 

 

Micro Finance Provider fees and charges are reasonable 

given the high cost of doing business 

2.38 48% 36% 16% 

6 

 

Income from business has helped to provide a safe shelter for  

my family 

2.43 12.5% 75% 12.5

% 

7 

 

Income from business has helped to provide three meals per  

day for the family 

2.42 38% 62% 0 

8 

 

 Microfinance provider takes  real interest in the community 

and are trying to improve our quality of life  

2.7 55% 12% 33% 

9 

 

My Microfinance Provider is actively involved in helping 

solve social problems  

2.23 51% 31% 18% 

 

Table 6.11 Percentage breakdown on contentment and discontentment for 

Sustainability 

       

No Statements Q.NO Mean S.D +ve 

_ve 
C/D

C 
1 Income from business has helped us to send children to school 2.44 3.6 1.2 + x 

2 Micro Finance Providers generally offer what the customer wants 2.36 2.3 1.0 +   

3 The only person who cares about the consumer is the consumer 

(relative to Micro Finance Provider) 

2.15 2.3 1.2 _   

4 The microcredit has enabled me to start a business and raise the 

standard of living 

2.45 2.7 1.1 +   

5 Micro Finance Provider fees and charges are reasonable given the 

high cost of doing business 

2.38 2.8 1.2 +   

6 Income from business has helped to provide a safe shelter for my 

family 

2.43 3.8 1.0 + x 

7 Income from business has helped to provide three meals per day for 

the family 

2.42 3.4 1.2 + x 

8 Microfinance Providers take a real interest in the community and 

are trying to improve our quality of life 

2.7 2.9 1.5 +  x 

9 My Microfinance provider is actively involved in helping solve 

social problems 

2.23 2.6 1.2 +   

Table 6.12 Question number, Mean and Standard deviation of Sustainability 

 = Contentment   X  = Discontentment     Positive Statement  = +   Negative Statement= – ve     

 

 



 171 

6.4.8 Analysis of each statement of Sustainability 

 

 

The results from the Table 6.14 indicate that, similar to the results of breaking poverty 

cycle, the contentment and discontentment results for sustainability seems to be 

divided. Hence each individual statement is analysed to further probe the issue. 

 

 

Question 2.44- Income from business has helped us to send children to school  

The mean is 3.6 and the standard deviation is 1.2. Seventy-two percent of respondents 

negatively responded to this. Consumers found that their businesses did not provide 

them enough returns to finance the education of their children. Therefore, it is quite 

evident that the majority are discontent with the way their businesses perform. 

 

Question 2.36- Micro Finance Providers generally offer what the customer wants  

The mean is 2.3 and the standard deviation is 1.0. Fifty-eight percent of recipients 

agreed with the statement, whereas 30 percent remained neutral. This indicates 

contentment.  

 

Question 2.15- The only person who cares about the consumer is the consumer 

(relative to Micro Finance Provider) 

The mean is 2.3 and standard deviation is 1.2. This was the only negative statement 

on the sustainability list, with 63 percent disagreeing with the statement. This shows 

the real contentment of the recipients about the way the scheme has been working. 

 

            Question 2.45- The micro credit has enabled me to start a business and raise the 

standard of living 

The mean is 2.7 and the standard deviation is 1.1. Forty-two percent gave a positive 

response to this statement. Fifty-seven percent were either neutral or disagreed with 

the statement. Considering the responses to the previous questions, the answers 

should be taken as showing discontentment.           
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            Question 2.38- Micro Finance Provider fees and charges are reasonable given the 

high cost of doing business  

The mean is 2.8 and the standard deviation is 1.2. Forty-eight percent of the 

respondents were in agreement with this statement. This also shows that recipients 

were quite honest in their opinions, because even after giving negative responses to 

most of the positive statements they responded positively to this statement. This 

shows contentment on this issue. 

 

Question 2.43- Income from Business has helped to provide a safe shelter for my 

family 

The mean is 3.8 and the standard deviation is 1.0. Seventy-five percent of the 

respondents disagreed with this statement and only12.5 percent gave a positive 

response. It is very clear that recipients of microfinance exhibited severe 

discontentment with this statement. 

 

Question 2.42- Income from business has helped to provide three meals per day for 

the family 

The mean is 3.4 and the standard deviation is 1.2. Sixty-two percent of respondents 

disagreed with the statement, and the responses clearly indicate that recipients of 

microfinance do not believe that the business started by utilising microfinance helped 

them to improve their life. This also shows discontentment. 

 

Question 2.7- Microfinance providers takes real interest in the community and are 

trying to improve our quality of life  

The mean is 2.3 and the standard deviation is 1.0. Fifty-five percent agreed with the 

statement while 33 percent gave a neutral answer. This is not a very favourable 

situation; 33 percent remaining neutral does not show much in the way of 

contentment. This means that 46 percent did not think that their quality of life had 

increased due to microfinance loans. A much more favourable response was needed to 

show strong contentment. Therefore the answers should be taken as a sign of 

discontentment. 
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Question 2.23- My Microfinance Provider is actively involved in helping solve 

social problems  

The mean is 2.6 and the standard deviation is 1.2. Fifty-one percent agreed with the 

proposition, 31 percent disagreed and 18 percent remained neutral. This does not 

represent either a clear cut agreement or disagreement to the statement. 

 

 
6.4.8.1 Overall mean for Sustainability  

 

 

There was only one negative question and it was reversed to determine the combined 

mean and standard deviation. All individual responses had a mean above 2.5 and the 

combined mean was above three. The combined mean value which is above three 

does not show much by way of discontentment. However, analysis of the data shows 

that the consumers had serious doubts about the sustainability of the programmes. 

There were many direct questions related to the sustainability of microfinance 

schemes. Surprisingly, the majority of consumers gave negative replies to most of the 

questions. For example, consumers of microfinance seemed to have no belief in the 

sustainability of the income generation activities they started while using the funds.  

Fifty-seven percentage of consumers thought that microcredit did not help them raise 

their standard of living. Sixty-five percent did not think that the income from their 

ventures enabled them to provide three meals a day for their families. A whopping 

75% did not feel that microfinance had helped them to provide a safe shelter for their 

families. Seventy-two percent did not think that they could send their children to 

school using the income provided by the microfinance venture. These are very critical 

answers and they clearly show the cynicism of consumers about the outcome of the 

schemes. Even though the questions were worded for positive answers, the answers 

were negative, thus showing clear discontentment on the part of consumers. 
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6.5 Testing of Hypotheses 

 

Hypothesis testing begins with an assumption about a population parameter like a 

population mean which is known as the null hypothesis (Ho). To test the validity of 

the null hypothesis, researchers gather sample data and determine the difference 

between the hypothesised value of the parameter under Ho and the calculated value of 

its sample counterpart and judge whether the difference is statistically significant.  

The smaller the difference, the greater the likelihood that the hypothesised value of 

the parameter under Ho is correct. The larger the difference, the smaller the likelihood 

for the specified value of the parameter under Ho to be true (Leven and Rubin, 1996).  

 

To test the validity of the assumption under Ho, researchers gather sample data and 

determine the sample statistic and its standard error. When population standard 

deviation is not known, researchers use sample standard deviation as the best estimate 

of the population standard deviation. Using the sample standard deviation and sample 

size, standard error of the sample mean will be determined. A t-test is usually used if 

the population standard deviation is unknown (Leven and Rubin, 1996).  A t-test can 

be directional or non directional. In the present case- a non directional null 

hypothesis- a value that the population mean is  greater than 3 (Ho :µ≥3) shows 

discontentment whereas a value that the mean is less than 3 (HA: µ<3) shows 

contentment. Therefore, if we reject the null Ho: µ≥3, we conclude that there is 

support for contentment. If we do not reject Ho: µ≥3, we conclude that there is not 

enough support for contentment. 

 

Researchers then decide the level of significance for testing of the hypothesis. Usually 

5% level of significance is used. By using tables or software like SPSS, critical value 

is determined. As the sample statistic and its standard error are known, t-score of the 

sample statistic can be determined using the hypothesised value of the parameter. The 

t-score gives an indication of how far the sample statistic is away from the 

hypothesised value of the population parameter. If it is beyond the critical values then 

the null hypothesis should be rejected and we conclude that there is enough statistical 

evidence to support the alternate hypothesis. If the null hypothesis is not rejected we 

conclude that there is some statistical evidence to support it (Weaver, 2007). As was 
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discussed in Chapter 4, four hypotheses were developed for this study to test the 

contentment of consumers on the four major issues. The first hypothesis includes 

determining the relationship between two variables. When the hypothesis consists of 

two variables the correlation coefficient between them will be determined using 

SPSS. 

 

 

Hypothesis 1 (H a 1) 

 

Ho: Customers of microfinance are discontent with the CSR commitment of the 

MFI (µ≥3) and the discontentment will not result in future purchase intention. 

HA: Customers are content with the CSR commitment of the MFI (µ<3) and the 

contentment will result in future purchase intention. 

 

The hypothesis H 1 a (Customers of microfinance are content with the CSR 

commitment of the MFI) and H 1 b (The degree of Contentment on CSR commitment 

is positively related to purchase intention) (Refer section 3.13) are individually tested 

in this section which is divided into two parts. The first part tests the contentment and 

discontentment on CSR commitment. The second part tests the relationship between 

contentment and purchase intention. 

 

 On the overall analysis of the 17 statements related to CSR (see table, 6.6), it is quite 

clear that consumers of microfinance are generally satisfied with the strategies related 

to CSR. The interest rates are reasonable when compared to what they were forced to 

pay to money lenders (see table 5.10). The family income, in majority of cases is 

supplementary in nature, even though the effect of the second income does not 

materially affect their wellbeing. There are some disagreements on certain aspects. 

Those consumers tested generally disagreed with negatively worded statements, 

showing clearly that they have firm opinions on this matter. Therefore it is to be 

presumed that consumers of microfinance are contentment with regard to the services 

offered by the banks and SHGs.  
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Sixteen questions related to CSR were negative. The overall CSR score was computed 

as the mean of 17 CSR items after reversing the 16 questions using SPSS. The overall 

mean of CSR is found to be 2.6 and the standard deviation is 0.50. The corresponding 

standardised test statistic to be tested Ho: µ≥3 against HA: µ<3 is = -11.31. The 

corresponding p value is 0.024, which is less than the level of significance α=0.05. 

Therefore the null hypothesis Ho: µ≥3 (customers of microfinance are discontent with 

the CSR commitment of the MFI) should be rejected. This means there is enough 

evidence to support the alternate hypothesis, HA: µ<3   that the “customers of 

microfinance are content with the CSR commitment of the MFI”. 

 

 

Correlation between CSR and repurchase intentions is calculated using SPSS. The 

results are given in Table 6.13 

 
 
 
 
Correlations 

 

    CSR 

Purchase 

Intention 

CSR Pearson 

Correlation 
1 .273(**) 

  Sig. (2-tailed) . .000 

     

Purchase 

Intention 

Pearson 

Correlation 
.273(**) 1 

  Sig. (2-tailed) .000 . 

     

 ** Correlation is significant at the 0.01 level (2-tailed). 

Table 6.13 Correlation of CSR and Purchase Intention 

 
 

 It can be seen that correlation between purchase intention and CSR is 0.273 

indicating the correlation is very weak. As can be seen from Table 6.13, the p –value 

to test Ho: Correlation=0 against the HA : Correlation >0 is 0.000. Since the p – value 

is less than level of significance α=0.05, we reject the null hypothesis and conclude 

that the correlation is significantly different than zero and positive. This result 
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indicates that there are many other factors that influence the repurchase intentions. 

The coefficient of correlation is only 0.273, coefficient of determination is 0.075.This 

value shows that 7.5% of the repurchase intentions are explained by the CSR 

component of the schemes.  

   

 

Hypothesis - 2 (H a 2) 

 

Ho: Customers of microfinance are discontent with the glocalisation strategies 

pursued by MF I (That is, µ ≥3).  

HA : Customers of microfinance are content with the glocalisation strategies 

pursued by the MFI (That is, µ< 3). 

 

 

The overall mean is 2.6 for glocalisation, which is less than 3 supporting the belief 

that the customers of microfinance are content. In addition the p-value to test µ ≥3 is 

0. Since the p-value is less than the 5% level of significance, the null hypothesis is 

rejected in favor of HA: µ< 3.Therefore this result indicates contentment of customers 

on glocalisation. 

  

The questionnaire clearly brings out a fact that recipients of microfinance are happy 

with the financial support offered by SHGs and banks. They are also being given due 

importance as clients; their complaints and needs are being attended to, but they have 

not been provided with required training in management and finances. 

  

 

 T Sig. (2-tailed) 

-16.005 .000 

 
 

                       Table 6.14 Result of t test for glocalisation 

 

 

Over all, respondents showed contentment with glocalisation strategies. This means 

that SHGs and banks are taking care to meet the localised needs of the recipients of 

the loans instead of a global approach. This is a surprising result, as both evidence 
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from the literature and the interview with managers pointed to a global approach to 

microfinance. However, in this case, there is a lot of logic in the conclusion by 

microfinance customers. During the data collection phase it became evident that most 

of the recipients of microfinance were women of a fishermen community. The loans 

were offered to start businesses connected to fishing in the locality. This means that 

consideration was given to local needs instead of thrusting on the recipients projects 

that had no relevance to the locality. 

 

This indicates that the hypothesis “Customers of microfinance are discontent with 

the glocalisation strategies pursued by MFI” is not supported by the data. There is 

evidence to support the view that “Customers of microfinance are content with the 

glocalisation strategies pursued by the MFI”. 

 

 

Hypothesis – 3 (H a 3) 

 

Ho: Customers of microfinance programmes are discontent with the sustainability 

of income generation activities (That is, µ ≥3). 

HA: Customers are content with the sustainability of the income generation 

activities (That is, µ< 3). 

 

 

The researcher had framed nine questions to gauge opinion regarding the 

sustainability of initiatives by new age banks. The results are quite interesting. 

Analysis of answers revealed strong negative sentiments about the sustainability of 

the programmes.  All questions were framed with positive attitudes. 

 

The overall mean of sustainability is 3.01 and it shows that consumers are almost 

neutral regarding this issue as the mean figure is just above 3.The results of t-test are 

shown in Table 6.16 

 

 

 



 179 

 

 One-Sample Test-Sustainability  
 

 Mean Standard 
Deviation 

Sustainability 3.01 .56160 
  
 

 

    Table 6.15 Overall mean and standard deviation of Sustainability 

 

 

 
T Sig. (2-tailed) 

249 .803 

 
 

 

                      Table 6.16 Result of t test for Sustainability 

 

The p-value of this test is equal to0.803, which is greater than α=0.05 indicates that 

the null hypothesis Ho µ ≥3 should not be rejected. In other words, there is no 

evidence to support the alternate hypothesis that the “Customers are content with the 

sustainability of the income generation activities”. 

This indicates that the hypothesis “Customers of microfinance programmes are 

discontent with the sustainability of income generation activities” is supported by 

the data. 

 

 

Hypothesis – 4 (H a 4) 

 

Ho Customers of microfinance are discontent with breaking the poverty cycle (That 

is, µ ≥3). 

HA Customers of microfinance are content with breaking the poverty cycle (That is, 

µ<3). 

 

The answers to the questionnaire clearly indicated that recipients had nothing against 

the programmes that providers designed for them. At the same time, they were clearly 

aware of the fact that the loans were not helping them break the poverty cycle they 

were in. While recipients of microfinance loans know the potential of elevating 
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themselves from the poverty line, they indeed do not know how to manage it. It is 

quite clear that providing microfinance alone is not going to help recipients rid 

themselves of poverty. The combined mean and standard deviation of all questions on 

breaking the poverty cycle was determined using SPSS. The descriptive statistics of 

the results of the statements show slight contentment (Mean=2.9 which is slightly less 

than 3) supporting the HA. The t-test to test the above hypothesis which is less than 

the level of significance α=0.05, shows a p-value of 0.013. Hence we should reject the 

null hypothesis in favor of  HA µ<3 

This suggest that the hypothesis “Customers of microfinance are content with 

breaking the poverty cycle” is supported by the data. 

 

 

 
 
One-Sample Test-Breaking poverty cycle 

 
  

 Mean Standard 
Deviation 

Breaking 
Poverty cycle 

2.89 .58 

 
 

  

    Table 6.17 Overall mean and standard deviation of Breaking Poverty cycle 

 
 

T Sig. (2-tailed) 

- 2.504 .013 

 
                      
  

               Table 6.18 Result of t test for Breaking Poverty cycle  

 

6.6 Conclusion 

  

This chapter analysed the results of Section B of the questionnaire. The consumers 

clearly expressed their contentment in the case of CSR, glocalisation and the breaking 

of the poverty cycle. However, on the issue of sustainability the results seem to 

suggest that they are discontent. Statistical evidence shows that there is a link between 

CSR and purchase intention. 
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Chapter 7  
 

Conclusions and implications 

7.1 Introduction 

The thesis evaluated the effect of MFI strategies followed by new age banks on the 

rural poor. In doing so, a theoretical framework was developed and data was collected 

from customers and managers of an MFI in the States of Kerala and Tamilnadu. 

Collected data was analysed and presented and the hypothesised relationship between 

variables were tested. This chapter provides a summary and conclusion made on 

different research questions and hypotheses. Implications of the theory and practice 

are also discussed as part of this chapter. Finally, the contributions of this study and 

suggestions for future research are discussed. Conclusions were drawn based on the 

responses by managers of new age banks, managers of ESAF and consumers of 

microfinance. Reasons for differences are analysed and their implications stated. 

 

7.1.1 Conclusions about each research question and hypotheses 

 

7.1.1.1 Sustainability- Contentment with Sustainability Managers and customers 

Perspective  

Managers’ views on sustainability of the programmes were gauged by analysing their 

responses in the areas of operating cost, integration of social and business strategies, 

interest rates, operating cost of microfinance and return rate of loans. Customers 

responses on sustainability was gauged by ten Likert scale statements related to micro-

enterprise development and financial stability (refer Table 6.11, 6.12). Managers of new 

age banks and ESAF were all highly motivated regarding their microfinance activities 

and CSR. They had a deep understanding of microfinance and the CSR component in 

the implementation of microfinance programmes. However all had the difficult task of 

meeting the conflicting demands of both.  
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Diversion of funds 

Sustainability of the programmes was affected by the diversion of funds for other 

uses. Field officers of ESAF who had direct contact with the consumers of 

microfinance presented an alarming picture of massive diversion of microfinance 

funds for other uses. This resulted in shortage of funds for genuine investments in 

business, resulting in reduced returns. One of the main reasons for the low rate of 

return of businesses was the diversion of loan funds to other purposes (Hume, 2007). 

Only 34 percent of customers from Tamilnadu and 35 percent of customers from 

Kerala invested fully in the business (Table 51.3, 5.14). Hundred and ninety 

customers out of 292 respondents either had a debt to pay or had personal expenses 

that they gave priority to over investment in income generation activity. The interview 

with bank managers revealed that they did not conduct checks on the utilisation of 

loans, and all of them agreed that loans given for income generating activities were 

not fully invested, though their estimates differed widely. The table below provides a 

comparison of manager and the customer views about the percentages of investment 

activities believed to be done using microfinance. 

 

 

Manager  Field 

Manager 

Tamilnadu 

Field 

Manager 

Kerala 

Senior 

Manager 

ESAF 

Managing 

Director 

ESAF 

New Age 

Bank 

Manager  

Customer 

Response 

Investment 

in income 

generation 

activities 

 

20% 

 

20% 

 

20% 

 

85% 

 

70% 

 

34.5% 

Table 7.1 The percentage of diversion of funds 

 

 

The field managers and senior manager of ESAF were pessimistic in their evaluation; 

they estimated that only 20 percent was invested in income generation activities. 

However, the actual percent invested was higher. On the other hand, new age bank 

managers and the managing director of the MFI were optimistic. The statistics from 

chapter 5 reveals that only 49 customers which is 34 percent of respondents from 
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Tamilnadu (Table 5.13) and 53 customers which is 35 percent of customers from 

Kerala (Table 5.14) invested full amounts in income generating activities.  The 

alarming fact is that new age bank and ESAF did not investigate this matter although 

they know the full amount was not being invested in income generating activity. The 

diversion of funds impacted on the return rate of income generation activity and is an 

important factor behind the failure of microfinance programmes to produce 

sustainable development.  

 

Interest rates 

There is a level of support for the view that microcredit providers should charge 

interest rates so that the lending programmes can become sustainable (Adams and 

Von Pischke, 1992, Yaron, 1992). However, other researchers, like Ramakumar 

(2004), observe that after the introduction of microcredit in India, there was an 

upward shift in the interest rates charged by formal institutions to rural borrowers.  

 

On the question of interest rate, 273 customers out of a total of 288 believed that they 

were charged 10 percent to 20 percent by MFI. This is a large difference; a more 

accurate estimate on interest rate could be made by comparing the responses from 

different managers in the interviews that were conducted. 

 

Manager  Field 

Manager 

Tamilnadu 

Field 

Manager 

Kerala 

Senior 

Manager 

ESAF 

Managing 

Director 

ESAF 

New Age 

Bank 

Manager 

1 

New Age 

Bank 

Manager 

2 

Interest 

rate 

18 % 18 % 18% 15 % 12% 12% 

Table 7.2 The interest rate charged by various banks 

 

The new age bank provides loans to ESAF at the rate of 12 percent, ESAF in turn 

lends to the customers at a higher percent. According to the two field managers and 

the senior manager of ESAF their lending rate is 18 percent, and according to the 

managing director of ESAF it is 15 percent. It is not clear why the two categories of 

officials in the same organisation can give such differing rates, though it is clear that 

customers receive loans at rates between 15-18 percent from ESAF. 
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It is very strange to note that customers of microfinance in Tamilnadu receive loans 

from other sources at rates much less than that for microfinance. This raises a 

pertinent question: Why should customers avail themselves of microfinance at all? It 

looks as if customers of microfinance in Tamilnadu are doing so to take advantage of 

the support given by the MFI in starting new income generating ventures. In the case 

of Kerala, 43 customers out of 113 paid more than 20 percent interest rate for their old 

loan. For them, microfinance was a better deal.  

 

Return from income generation activities 

A total of 243 customers, 141 from Tamilnadu and 102 from Kerala, got a return of 

less than 20 percent from their income generating activity, representing around 81 

percent of the customers (refer Table 5.12). Only 25 customers were able to get a 

return of more than 25 percent. This is only 8.3 percent of the total customers. This is 

an alarming figure; it suggests that microfinance provided to customers of new age 

banks in the States of Kerala and Tamilnadu may not lead to sustainable development. 

The interest rate charged by MFI was between 15 percent and 18 percent, and the 

return rate from income generation activities of the majority of customers was less 

than 20 percent. Thus customers were getting a return rate lower than the interest rate 

of the microfinance, and income generation is in the negative. 

 

Operating Cost 

Research has revealed that MFIs face many challenges in finding ways to reduce 

lending costs. While the cost of funds, default costs and transaction costs contribute to 

the total cost of lending in any sector, in the microcredit sector transaction costs have 

been identified as being an important contributor to lending costs (Goodwin-Groen, 

2003). The major reason behind this is the average loan size, which is quite small, and 

the number loans granted, which are very high (Roseberg, 2002). All the managers 

interviewed expressed a view that high operating cost had had an impact on the 

sustainability of the programmes.  

 

On the overall analysis on the issue of sustainability, the following conclusions can be 

drawn. Providing microfinance at market rates compounds problems because the net 

profit margin from businesses after paying the bank instalments was often negative. 
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Banks and ESAF are mere onlookers regarding the diversion of funds. This is so 

because insisting on the proper use of funds might invite hostility from consumers, 

therefore they take the line of least resistance. This attitude is the result of a lack of 

comprehension about the need for the sustainability of the programmes. The return of 

their money is the short term goal of the MFIs. For consumers, meeting the immediate 

consumption is their short term goal. It is suggested that the main reason for non-

sustainability is the diversion of funds to other uses. Consumers of microfinance have 

not understood this. All consumers are unanimous in their opinion that their business 

programmes are not self-sustainable. Being fisher folk, with no management 

experience, it is doubtful if they understand the long term and short term goals of their 

business. For most of them, present consumption appears to be the most important 

thing. Here, the short term goals of the providers and the consumers come together. 

This shows the lack of long term goals. Unless short term goals and long term goals 

merge, sustainability will be a problem.  

 

Awareness programmes are required to correct this problem. It requires intervention 

from higher levels to remedy the situation. Vision and mission are formulated at the 

highest levels of management. It is highly suspect how far these ideals have 

percolated to the lower levels. The literature on microfinance identifies different 

reason behind the failure of microfinance in meeting its objectives. They are: 

 

 Full amount is not invested in business ( Hume, 2007) 

 High interest rate charged by providers (Hassan, 2002) (Chavan and 

Ramakumar, 2004) 

 Taking loans to repay loans and ending in a circle of debt (Snow and Buss, 

2002) 

 Lack of glocalisation (Rugimbana et al, 2005) (Bhatt and Tang, 2001) 

 The risk of free-riding and conflicts between villagers and gender 

(Hassan,2002) 

 

In the case of this research, results suggest that the diversion of funds and interest 

rates are the major contributors in the failure of achieving sustainability. Eighty-four 

percent of customers surveyed felt that the interest rate charged by MFIs were 
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excessive.  These findings support the argument that the excessive interest rates 

charged by MFIs is the major contributor to enterprises not achieving sustainability 

(Hassan, 2002, Chavan and Ramakumar 2004). Only 34.5 percent of the total 

respondents from Tamilnadu and Kerala invested full amounts in income generating 

activities. A hundred and ninety two respondents admitted that they had debts to pay 

or had personal expenses that could not be postponed. This supports the view of 

researchers like Hulme (2007) that the diversion of funds is a reason why micro 

enterprises fail to achieve sustainability. 

 

 

7.1.2 Breaking Poverty Cycle – Contentment with Breaking Poverty Cycle 

Managers and Customers Perspective  

Managers of new age banks and ESAF firmly believe that their programmes will help 

customers to break the poverty cycle. But consumers of microfinance have shown 

discontentment on four major issues. 

 They do not receive useful information. 

 They are not given support from providers of microfinance on their products 

and services. 

 They are not given training for identifying and starting new businesses. 

 They are not sure whether the programmes have the capability of making 

them achieve financial stability. 

 

However, consumers generally approve of the way banks and ESAF deal with them 

and provide them with finance when they are in need. Being simple fishermen they 

could identify the banks and ESAF as their beneficiaries. Their complaints were 

about other services they required.  

 

Microfinance is often considered to be one of the most effective and flexible 

strategies in the fight against global poverty and has an important role in promoting 

sustainable micro enterprises. Microcredit organisations provide financial services to 

set up and run micro enterprises, they have proven that poor people are bankable 

products (Khandker, 2001). Microfinance is hailed by many researchers and pundits 
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as an apt tool for alleviating third world poverty. Microfinance is often considered 

when thinking about ways to change the economic fate of the poor (Khandker, 2003, 

Wilson 2007). The microfinance in India includes the provision of thrift, credit and 

other financial services to the poor to enable them to raise their living standards. 

Research has found that offering microfinance has helped poor people to diversify 

into new businesses, like rickshaw pulling, goat farming, poultry farming and cow 

rearing, which ensured a fairly steady income (Ahmad, 2007, Harper 2007 b). The 

results of this research revealed that 58% of customers felt the MFI did not provide 

support for financial management. Seventy-five percent of respondents felt that the 

MFI did not help them to identify and start a microenterprise, and another 55 percent 

believed that these programmes would not help them to achieve financial stability.  

Based on the results from this research, the claim that microfinance is a tool that 

alleviates poverty is questionable. 

 

7.1.3 Glocalisation – Contentment with glocalisation – Managers and customers 

perspective 

Most microfinance providers prefer to stick to time-tested programmes. They are not 

generally ready to innovate or to cater to local needs, and programmes that are 

suitable in one locality and in one country may not be suitable in another locality or in 

another country. Application of the one-size-fits-all solution is found to be one of the 

reasons why microfinance programmes fail to meet their objectives. It is the failure of 

providers to cut their products according to local needs and preferences that produces 

this problem. MFIs are criticised for taking a product oriented approach, as opposed 

to a market led approach, by offering standardised products (Megicks, et al., 2004). 

The study on Indian MFIs found that the attitude of bank managers and the 

undifferentiated product strategy followed by MFIs are the reason for microfinance 

not meeting its objective (Department of International Development, 2002). The 

evidence from the literature points to a strong need for catering to the local needs of 

customers by following a glocal approach. 

 

Analysis of replies from bank managers, managers of ESAF and consumers of 

microfinance show that they are generally satisfied with the glocalisation of the 
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programmes implemented in Tamilnadu and Kerala. It should be noted that 

microfinance programmes were implemented among fishing communities both in 

Kerala and Tamilnadu. These programmes were invariably linked to the processing of 

fish and the making of fish products. Therefore, there is a lot of local content in the 

programmes. It is encouraging to note that managers of new age banks and ESAF 

were ready to cater to local needs and to do what was required instead of thrusting a 

standardised programme tested somewhere else onto consumers. It is this readiness to 

change things that produced a win-win situation on this issue, and all managers 

believed that glocalisation helped the customer. They also believed that it would help 

the MFI to address the underlying problems pertaining to an area. However, they all 

agreed that it was an added cost. The major cost identified here was the cost of 

training the staff in new products. ESAF was doing its best to increase the level of 

glocalisation, though it was shown that they were not getting sufficient support from 

new age banks. Even so, consumers were generally satisfied by the level of 

glocalisation. As is discussed in Chapter 6, the hypothesis that consumers of 

microfinance are discontent with the level of glocalisation is not supported by the 

data. 

7.1.4 Corporate Social responsibility 

On the issue of CSR, perceptions of bank managers and field managers of ESAF 

varied considerably. Consumer perceptions also varied, and there was a lot of 

indecision on the part of consumers in giving a clear cut verdict. 

 

7.1.4.1 Contentment with CSR commitment and purchase Intention 

Taking CSR seriously and conducting money lending as a profitable activity are 

conflicting ideas to many managers of banks. For managers of banks, making profit is 

of paramount concern. CSR as a social obligation has been one of the most prominent 

streams in the CSR literature. Numerous researchers have explicitly put forward the 

view that business should look after society’s welfare. For many of them, CSR meant 

sacrificing profits and giving out dole. Carroll (1999) defined discretionary activities 

as philanthropic obligation, which is about actively giving back to society. Similar 

views were put forward by Donaldson (1982) and Fredrick (1987) when they argued 
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that businesses and society were interdependent and that they coexisted (Donaldson, 

1982, Fredrick, 1987). The managers of the banks who were interviewed seemed to 

follow this CSR stream from the literature and did not insist on pursuing the CSR 

angle. This attitude led to a situation where new age banks and MFIs remained as 

money lenders to the consumers of microfinance. This duty they did well, and 

consumers were happy with it. However, on specific queries, consumers were not 

happy, namely: 

 

1. Bank profits are high, yet they keep raising fees. 

2. Primary motive of the bank is to increase profits. 

            3. The consumer of microfinance has lesser importance to a microfinance 

provider when compared to a shareholder. 

4. Microfinance providers encourage the consumer to borrow more than they 

need.  

 

 Though, on overall analysis, consumers were content with the level of CSR activity.  

 

7.1.4.2 Positive relationship between contentment with current CSR activity and 

Purchase intention 

Albinger and Freeman (2000) suggest that when firms engage in CSR activities they 

are improving their reputations, which in turn may provide a competitive advantage. 

This view reinforces Greening and Turban’s (2000) research conclusion that 

companies demonstrating higher levels of CSR are perceived as having better 

reputations. The reputation of socially responsible firms could attract new customers; 

it also gives consumers a feeling that they are being responsible by supporting the 

organisation with a high CSR. Studies by some researchers have found that 

consumers respond to CSR in a positive way if they identify an organisation as having 

similar perspectives as their own (Maignan and Ferrell, 2001; Webb and Mohr, 1998). 

Sen and Bhattacharya (2001), in their research, focused on the key mediating and 

moderating factors on consumer responses to CSR activities. The authors suggested 

that the company’s CSR activities led to more favourable company evaluations and 

greater purchase intentions through building consumer–company congruence. 
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Congruence aligns a company’s interests with the customer’s interest, which results in 

favourable consumer attitudes.  

 

The results indicate that only 7.5% of the repurchase intentions are explained by the 

CSR component of the schemes. The correlation figure computed using SPSS was 

0.27—a value of 0.90 and above is considered to be strong (Tabachnick and Fidell, 

2001). However, responding to another question, the majority of customers said that 

they would use the same microfinance provider for their future needs. This might 

indicate that consumers do not have any alternative financial options.  Usually the 

only provider of alternative finance would be local money lenders who charges 

exorbitant interest rates. 

 

 

7.1.4.3 Contentment with current CSR activity managers and customers 

perspective  

There is a lot of difference of opinion among managers as well as consumers about 

the CSR content of microfinance. The difference of opinion is clear between new age 

banks and ESAF. The lower level managers believed that the organisation was not 

keeping up with their CSR promises. Despite the strong views on CSR expressed by 

all managers earlier, in reality, all of them agreed, to a certain extent, that both banks 

and ESAF did not implement CSR to its full potential, although there was 

disagreement about the level and extent of involvement. The probable reason for the 

disagreements seems to be the result of the lack of close involvement in the schemes 

by higher echelons. However, field staff had experienced the difficulties that the poor 

encountered in their daily lives and understood the extent that these schemes helped.  

 

7.1.4.4 CSR enhancing the image of the Bank –would it help in increasing 

customer loyalty? 

Corporate identity is defined as the impression, image and personality that an 

organisation presents to its stakeholders (Schmitt and Pan, 1994). New age bank 

managers believed that programmes involving CSR enhanced the reputation of the 
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bank. One bank manager believed that it could lead to an increase in customer loyalty 

because many of the bank’s customers might share the views of the bank and would 

reward the bank by being more loyal. Albinger and Freeman (2000) suggest that when 

firms engage in CSR activity they are improving their reputation and it could turn into 

a competitive advantage. Sen and Bhattacharya (2001) echo the same views in saying 

that the company’s favourable CSR evaluations can lead to greater purchase 

intentions from customers if there is congruence between the company’s values and 

customer’s values. According to Greening and Turban (2000) companies 

demonstrating a higher level of CSR have better reputations. Field managers of 

ESAF, too, believed that CSR enhanced the image of the banks. However, these 

managers were not sure of the responses of consumers of microfinance on this issue, 

but they believed that CSR would provide favourable ratings from providers. 

 

 

7.1.4.5 Meaning of CSR 

Brown and Dacin (1997) and Sen and Bhattacharya (2001) argue that there should be 

a fit between the company’s mission and its social objectives. One could argue that in 

this case there is a perfect fit between new age banks goals, mission and the objectives 

of helping the poor through microfinance. ESAF was founded on the basis of 

Christian values drawn from the bible, so their CSR component is very strong. Past 

studies conducted by researchers suggests that personal values, or Christian ethics, 

motivate executives to work towards helping to alleviate problems in society 

(Vanover and Barone, 1975, Angelidis and Ibrahim, 2004). 

 

All managers believed that CSR programmes definitely helped communities, but they 

generally believed that CSR was just an act of philanthropy or a voluntary activity, as 

described by Carroll (1979). This was evident when they said that the new age banks 

were keen to get involved in providing aid and funding projects for people affected by 

natural calamities. They also seemed to support the research stream of CSR as a 

stakeholder obligation when they described poverty alleviation through microfinance 

as another CSR activity. The dominant theme that emerged from the managers of 

ESAF was that CSR was a stakeholder obligation with much focus given to 
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customers. This research stream focused on creating values for multiple stakeholders 

not just stockholders (Agle et al 1999; Caroll 1999a, Davenport 2000). ESAF 

managers were focused on creating value for customers of microfinance by not just 

providing credit but by providing them with ‘credit plus’, which denoted the 

supporting activity given to customers, like training or assistance in marketing. 

 

 

7.1.4.6 CSR and Profit motive. Are they conflicting? 

The following conclusions can be drawn from the responses. All managers agreed that 

these two goals were in conflict. According to the managers there was a push towards 

having a strong business model. Aupperle et al., (1985) found that higher level 

managers put more emphasis on economic responsibility and less concern on ethical 

responsibility. Gupta and Sulaiman (1996) in their study found that managers had to 

make compromises regarding the company’s CSR policies and managers often felt 

constrained making unethical adjustments. The ethical dilemma expressed by the 

senior manager and managing director of ESAF might be due to the pressure asserted 

by the new age banks to provide a return rate of 12 percent on the loans, which forced 

them to focus more on economic responsibility instead of CSR. Similarly, the field 

managers may be forced to make compromises on CSR even though they would like 

otherwise. George Steiner (1971) and Johnson (1971) argue that maximising profit 

should be a company’s first priority, and ensuring the welfare of the society should be 

considered secondary. The priorities of managers of new age banks and MFI are clear: 

they support a strong business model; CSR takes a secondary role. 

 

7.1.4.7 Cost and Benefit of being socially responsible  

Kanter (1999) suggests that socially responsible organisations would benefit from 

their CSR programmes. All of the managers interviewed agreed that CSR was an 

investment which would bring benefits to the organisation. Organisations that show 

positive commitment to society tend to experience an improved level of employee 

involvement, customer loyalty and business performance (Waddock and Graves 2002, 
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Koys 2001, Maigan and Ferrel 2001). Customer loyalty is one benefit that the new 

age bank managers and senior managers pointed to in engaging in CSR.  

 

7.1.4.8 Motivation behind CSR 

The responses from ESAF managers show their strong commitment to the values of 

this institution and why they remain committed to CSR. To them social service was 

not business but something more akin to ethics and morality. Ethics is defined as the 

conception of what is right and fair conduct (Caroll, 1991, Freeman and Gilbert, 

1988). This is particularly evident in the case of the MFI, as the ethics are drawn from 

Christian values and beliefs. Carroll (1979), in her four part definition of CSR, 

incorporates ethics as an integral part of CSR activities. However, bank managers in 

the survey were not generally as committed to CSR as were the managers of ESAF. 

To them, ESAF implemented CSR while they provided funds for business ventures. 

 

7.2 Comparative result of Interview and Survey on the following issues 

 

7.2.1 Gender Preferences 

New age banks like by ABN Amro believe in a woman-centric approach to social 

balance. ESAF also explicitly say that they prefer to give loans to women and to 

empower them. A majority of microfinance programmes target women with the 

explicit goal of empowering them. Swain and Valentin (2009), in their research, cite 

four reasons why microfinance institution prefers lending to women.  

 

  They argue that women are amongst the poorest and the most vulnerable. 

 Investing in women’s capabilities empowers them to make choices and would 

contribute to the greater economic development.  

 The evidence from literature shows that women are more likely to spend the 

resources on the well being of the family. 



 194 

 Microfinance institutions prefer women members as they believe that they are 

better and more reliable borrowers, thereby contributing to their financial 

viability. 

 

Questions were asked of all managers on whether they preferred to lend to a man or a 

woman. All managers said they preferred to lend to a woman. They cited many 

reasons, which were similar to those identified in the literature, such as family 

wellbeing and better management of funds. Research evidence of women's higher 

repayment rates and higher levels of expenditures on family wellbeing was accrued, 

and then used by gender lobbies within the agencies to argue for targeting women in 

microfinance programmes (Mayoux, 1995). According to Mayoux (1995) the 

supporting arguments have included entrepreneurial ability, positioning within the 

household structure and gender equity. 

 

7.2.2 Utility of microfinance loans 

Microfinance has helped the poor to get out of the clutches of money lenders. 

However, microfinance loans are utilised only to generate a second income by most of 

the beneficiaries. Also, some of the microfinance money is diverted to personal 

consumption. Therefore, the role of microfinance as a lifeline to the poor is not very 

strong. Its role in the life of a consumer is as a source of funds in emergencies and as 

the source of a second income in their lives. 

 

7.2.3 Conclusion on Interviews  

It is quite clear that microfinance as a business activity is a great success. But the CSR 

part of microfinance is not very effective because new age banks do not take it 

seriously, except to advertise their results in glorious terms. This, they think, will get 

favourable responses from stakeholders. However, a bit more effort on their part 

would do wonders to microfinance programmes. Reducing interest rates will release 

funds to ESAF to fund training programmes, increasing infrastructure, improving 

hygiene, providing health care, etc. There may not be substantial revenue losses by 

the reduction in interest rates, but the effect of training consumers would produce long 
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term effects that would be much more than what is lost. Improvement in profits from 

business activities using microfinance would result in more business to banks through 

a rise in goodwill. It is definitely possible to find synergies between microfinance 

profits and CSR. What is lacking is a proactive mind-set on the part of new age banks. 

The top level people who make mission and vision statements should believe in what 

they say and make sure that the mission and vision are achieved by those lower in the 

hierarchy. Most of the bank managers believed in the classical model of CSR, but 

taking some risks to change the model needs motivation and support from higher 

levels. 

 

7.2.4 Reason behind why banks are resorting to the MFI model 

 The high operational expenses for implementation are the major reasons new 

age banks resort to the Bank–MFI model. In this model MFI take the risk of 

non-repayment. The lack of human resources is another reason why they 

depend on MFI. 

 Both new age banks followed a similar strategy in selecting an MFI. New age 

banks only select reputed MFIs as a business partner. New age banks are not 

willing to give an opportunity for a new MFI even though the newcomer has 

very strong social commitment. 

  New age bank managers are unanimous in their opinion that microfinance 

provides better returns on investment compared to other priority sectors. 

 

7.2.5 Conclusions on survey 

New age banks select only MFIs that have a proven record of successful operations 

financially, thus CSR has been relegated to a lesser importance, and  MFIs with 

greater dedication to CSR are not given a chance. Therefore, new MFIs that think 

outside the box are excluded from microfinance operations unless they have their own 

sources of funding. Providing microfinance operations with some subsidy could 

successfully provide additional businesses, built on the additional goodwill from 

stakeholders, thus compensating for the loss on subsidies. This model has not been 

experimented with so far in Tamilnadu and Kerala. 
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7.3 Conclusions about the research problem 

Even though consumers of microfinance were moderately educated they did not have 

much awareness of the amount of interest they pay. Therefore, it was not possible to 

get an accurate idea of payments to ESAF and outsiders. They were also not very 

conscious of their rights, and were highly appreciative of new age banks and ESAF 

for giving them the loans. They had no training in marketing, accounting, human 

resources, etc, and, hence, did not understand the implications of diverting funds to 

personal use. Microfinance loans were just another source of money to them. 

Diverting those funds to other uses did not cause them any guilt. Bank managers and 

managers of ESAF never discussed CSR obligations among themselves when they 

met. This was very surprising because both organisations expressed the importance of 

CSR in their mission and vision statements. It was also surprising that new age banks 

took so much credit for their CSR activities, making advertisements about their 

success stories in CSR. 

 

It is alarming to note that no thoughts on sustainability were given and no feedback 

was taken from consumers about it. No-one seems to have checked whether their 

microfinance programmes were capable of breaking the poverty cycle. No-one 

checked whether repayments were forcing consumers into new debt traps. In terms of 

CSR commitment the results from the study indicate that MFI and new age banks are 

not practicing what they preach. All the managers interviewed agreed that more could 

be done in terms of CSR .The conclusion from this study suggests that microfinance 

intervention and strategies followed by new age banks in India are not very effective 

for sustainable development of the provider and in reducing poverty among 

customers. The result seems to support the school of thought that Microfinance is 

definitely not a CSR activity. It forms a part of the priority sector lending. 

 

7.4 Implications for theory 

Legitimacy of CSR claims made by new age banks  

Suchman (1995) defines legitimacy as a generalised perception or assumption that the 

actions of the entity are desirable, proper or appropriate within some socially 

constructed norms. The core idea of Legitimacy Theory is that a social contract exists 
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between business and society. Society has certain expectations on how business 

should be conducted by organisations. It is critical that organisation should act in 

accordance with the values and beliefs of the society. A legitimacy gap may arise if 

the company does not act in accordance with society’s values and beliefs. Lindblom 

(1994) suggests that disclosing CSR activities of the relevant public and educating 

them are strategies in overcoming the legitimacy gap. All the new age banks 

examined above were upbeat about their CSR commitment through microfinance and 

they disclosed it through their websites, annual reports and media. Legitimacy Theory 

suggests that companies with high visibility among customers are concerned about 

their image and would disclose information regarding community involvement 

(Clarke et al., 1999). This suggests that banks disclosure of CSR is a part of its 

legitimating strategy. 

 

The stakeholder theory of corporate social responsibility emphasises a much broader 

set of social responsibilities for business. Freeman (1984) defines stakeholder as any 

group or individual who can affect, or is affected by, the firm’s objectives. 

Stakeholders of the firm include stockholders, creditors, employers, suppliers and 

public interest groups. A major objective, according to Ansoff, is to balance the 

conflicting demands of various stakeholders in the firm (Ansoff, 1969). Donaldson 

and Preston (1995) suggest that Stakeholder Theory has three aspects, namely: 

descriptive, instrumental and normative. This instrumental focus is derived from the 

proposition that maintaining good relationships with stakeholders has a positive 

impact on financial performance (Bernman et al., 1999; Donaldson and Preston, 

1995). The analysis of the results shows that both new age banks and MFI are more 

interested in meeting the needs of the stockholders, and in that process the customers 

are missing out on the true benefits of CSR commitment through microfinance. 

 

Kelley (1973) defines Attribution Theory as how people answer questions beginning 

with why. The theory attempts to describe the type of information people use in 

making causal inferences, and how they use that information. Kelley’s Attribution 

Theory (1967, 1971, and 1973) is derived from the work of Heider, Jones and Davis, 

and Bem. He extended the Attribution Theory to object and generalise perception. 

Kelley’s information process approach helped to achieve a much broader application 
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to all areas of social perception (Mizerski, 1979). Kelley proposes that the degree to 

which a person’s attributions fulfil these criteria determines how confident he feels 

that he has a true picture of his external world. When his attribution does not satisfy 

the criteria he is uncertain in his views and hesitant in his actions (Kelley, 1967). In 

this study, consumer attributions varied on different aspects and there was a lot of 

indecision on the part of consumers to give a clear cut verdict on the important 

aspects of microfinance. 

 

The insight from the interviews and surveys cast serious doubts on the legitimacy of 

microfinance strategies pursued by new age banks as part of their CSR. The major 

reasons for this are outlined below.  

 

 

 On the question of ensuring the wellbeing of customers, new age banks take 

no responsibility, they are generally interested in repayment rates only. The 

managers of ESAF reported that no new age banks had initiated any check on 

the efficacy of their programmes among their microfinance consumers so far. 

The banks have been with ESAF for more than 3 years. 

 With regards to microenterprise development, new age banks and ESAF are 

not concerned with how much money is invested in business or income 

generation activities. The stakeholder theory of corporate social responsibility 

emphasises a much broader set of social responsibilities for business. Freeman 

(1984) defines stakeholder as any group or individual who can affect, or is 

affected by, the firm’s objectives. The action by MFI and banks cast serious 

doubts on their CSR commitment. 

 Managers openly admitted that microfinance has a strong business model and 

less emphasis was given to the social side of things. 

 Higher interest rates were charged by new age banks and ESAF on 

microfinance loans, although the new age bank managers admitted that it 

could be lowered. This is another example of banks not being legitimate in 

their actions and not considering all stakeholders equally. They decide interest 

rate on the basis of the going rate, not looking into how much customers can 

pay from their income generating activities. They agreed that the priority 
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sector would only provide a return rate of 6 percent and microfinance was 

providing them with 12 percent. 

 Research has found that the operating cost of microfinance is very high 

(Goodwin-Groen, 2003; Roseberg, 2002). This was confirmed by the field 

managers of ESAF. New age banks were not willing to share the cost of high 

operating cost, leaving that to ESAF. 

 Failure or reluctance to pursue glocalisation strategies, pointing out the high 

cost of it, even though they firmly believed that it would serve their customers 

better. However, consumer attribution on glocalisation suggests that they are 

content. This is another example of indecision on the part of the consumer. 

 The claim that banks pursued a woman-centric approach to promoting gender 

equality and empowerment of women seems to be hollow. They preferred to 

lend to women simply because they are better borrowers and are more easily 

intimidated.  

 Finally, all the managers agreed that microfinance excluded the absolute poor, 

which again shows that banks are only interested in customers who can repay 

the loan. The ICICI bank claims that they want to focus on the poorest of the 

poor with their microfinance activities (Duggal and Sinhal, 2002). The 

managers agreed that at the moment there was a growth in those in poverty, 

leaving behind the absolute poor. 

 

The analysis clearly shows that new age banks are not legitimate in their claims about 

CSR. Stakeholder Theory suggests that the company committed to CSR should 

balance the conflicting demands of various stakeholders in the firm (Ansoff, 1969). 

Then why are they advertising their CSR activities to the public in every forum? 

Legitimacy Theory suggests that companies disclose their activities on social 

responsibility to important stakeholder groups in order to legitimise their behaviour 

(Branco and Rodrigues, 2006). Clearly, the important stakeholder group does not 

include the customers of microfinance. Banks do not have direct contact with 

consumers of microfinance, who are mostly in remote villages. However, from the 

new age banks’ perspective this strategy might be to appeal to the other customers 

who are financially well off and other important stakeholders. Legitimacy Theory has 

found that organisations or industries with high visibility, more environmental impact 
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and less favourable public image disclose more socially responsible information than 

their competitors (Patten, 1991; 2002; Adams et al., 1998, Camplell et al., 2003, 

Patten and Crampton, 2004). 

 

 Many organisations now use CSR to differentiate their organisation from competitors 

(Fombrun and Shanley, 1990; Sen and Bhattacharya, 2001; Turban and Greening, 

1997). Albinger and Freeman (2000) suggest that when firms engage in CSR 

activities they are improving their reputations, which in turn may provide competitive 

advantage. This view reinforces Greening and Turban’s (2000) research conclusion 

that companies demonstrating higher levels of CSR are perceived as having better 

reputations. New age banks in India have a history of being warned by public 

authorities and consumer watch dogs about their unethical business practices. This 

could have affected their public image, so disclosing CSR strategies through 

microfinance might be an attempt to regain and enhance their public image. From the 

analysis it is evident that banks are not true to their word and the different approaches 

taken with regards to microfinance is not legitimate. However, the results suggest that 

Legitimacy Theory and Stakeholder Theory might offer an explanation behind CSR 

strategies of new age banks in this part of the world.  

 

7.5 Implications for policy and practice 

7.5.1 Private sector managers 

Bowen (1953) stated that responsible business leaders must consider a broad range of 

economic and social issues before taking decisions. Managers collect, interpret and 

evaluate information in a way that influences the organisation’s CSR (Sharfman et al., 

2000). Carroll (1999b) defines social responsibility as a manager’s perception of the 

obligation to consider the effects of their decisions and actions on the whole social 

system. Managers have historically been required to adhere to certain ethical and 

economic performance measures (Holmes, 1977). Aupperele et al; (1985) found that 

higher level managers put more emphasis on economic responsibility and had less 

concern for their ethical responsibility. In India, the private sector only started gaining 

in importance after 1991, when the Government relaxed private investment norms and 

foreign direct investments. Therefore managers of the private sector are keener to 
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generate profits than they are to do socially important work. There is cut throat 

competition among private sector banks and public sector banks. Both are somewhat 

efficient in India. This has put added pressure on managers to emphasise economic 

responsibility. However, for a product like microfinance, especially when it is offered 

in the context of CSR principles, managers need to take a social approach and be 

willing to sacrifice the extra profit that they might generate if they were more business 

oriented, in this case, a reduction in interest rate and managers taking a proactive role 

in training customers in income generating activities, monitoring the utilisation of 

funds. This would assist in running the programme more effectively from a social 

point of view. 

 

7.5.2 Public sector policy analysts and managers 

The Reserve Bank of India has always followed a policy of encouraging 

microfinance. It has never put any stringent conditions on institutions that have acted 

as intermediaries. Microfinance institutions, other than cooperatives and non-banking 

institutions, are allowed savings mobilisation. Institutions dealing with microfinance 

are given a lot of freedom regarding interest rates. Thus banks and other institutions 

involved in microfinance have a lot of freedom in their microfinance activities. It is 

probably this freedom that has made the institutions lax in their monitoring of the 

schemes. The RBI’s intention in allowing such freedom is to avoid bottlenecks in the 

execution of the schemes. However, lack of monitoring has made the providers act as 

mere money lenders. 

 

As is evident from the survey, massive diversion of funds by consumers from 

microfinance schemes to private consumption has made the schemes ineffective. This 

needs to be stopped. As a regulator the RBI should put more stringent verification on 

the utilisation of schemes without choking the flow of funds. 

 

New age banks who ride on CSR as a vehicle to distribute microfinance should be 

made more accountable in their conduct. It is to be noted that new age banks have 

never checked on how the funds have been utilised and the effect the loans have had 

on the living conditions of the consumer. This callous attitude needs to be remedied 
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through periodic checks on the effectiveness of microfinance schemes. Microfinance 

institutions should be selected based on a strict evaluation of their intentions and their 

work should be re-evaluated regularly. The RBI can pressurise the banks to include 

more non-executive directors with experience in microfinance and, at the same time, 

insist on transparency and disclosure of details in balance sheets and other 

notifications. 

 

However, putting more controls on MFIs is not a good solution. According to the 

RBI, CSR is a concept whereby companies integrate social and environmental 

concerns in their business operations and in their interactions with their stakeholders 

on a voluntary basis (RBI, 2009). As such, more controls are not advisable. New age 

banks must close the gap in their mission and vision statements and their field of 

operations by instilling more idealism in their field staff. This can be done easily by 

reducing the pressure on field staff to create business profits. After all, new age banks 

claim that their microfinance operations are a form of CSR. Therefore they could go 

easy on the business angle and pursue other advantages in helping the poor in other 

ways. One way of doing this is to grant loans to the very poor. Consumers of 

microfinance need training in management, marketing, hygiene and human resource 

management. These could be easily provided if there was some will on the part of 

banks. New age banks are big institutions with huge net profits. Their management is 

well aware of the benefits of improving the lifestyles of their clients and the additional 

business these people could bring in the future. These potential future benefits may 

well outweigh the costs incurred. Thus, microfinance and CSR could be integrated 

into an activity that fulfils the mission and visions of these institutions. Undue 

emphasis on short term profit is the real cause for the failure of microfinance. 

 

Another major problem that faces banks is the dearth of motivated staff to run the 

schemes efficiently in rural areas. This seems to be a lame excuse. There are hundreds 

of institutions that operate in rural areas. Recruiting special staff to work in rural areas 

and giving them intensive training would solve this problem. In a nutshell, 

microfinance schemes fail because of the lack of dedication on the part of MFIs 

regarding their CSR obligations. 

http://rbidocs.rbi.org.in/rdocs/content/pdfs/82187.pdf).%20As
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7.6 Contribution of the study 

 

As was mentioned in Chapter 3, numerous studies have been conducted in the areas of 

CSR. Most of these studies were conducted in Western countries and, in fact, 

researchers have commented on the Western-centric nature of CSR studies (Jamali 

and Mirshak, 2007, Bela, l 2001) and have highlighted the importance of the study in 

the context of a developing country (Jones 1999). This study followed the research 

stream of CSR as a stakeholder obligation and the study was undertaken in India. The 

results presented in the study contribute to the CSR literature by examining 

Stakeholder Theory in the context of a developing country. 

 

Second, the literature on CSR talks in detail about the relationship between CSR and 

customers. The consumer responds to CSR initiatives in different ways. Evidence 

from the literature on consumer responses seems to be divided on this issue. 

Researchers like Sen and Bhattacharya (2001) argue that the consumer will show 

favourable company evaluation and purchase intention if they are satisfied with the 

CSR efforts of the company. However, studies have also revealed that CSR initiatives 

do not always generate positive effects (Fairclough, 2002; Landman et al., 2002). The 

results of this study indicate that although consumers showed purchase intention, it 

was not related to the CSR initiatives of the organisation. Thus the study provides 

empirical support to the view that CSR does not always generate positive effects. 

 

Third, the literature on microfinance is divided in terms of its effectiveness in 

providing sustainable growth for the poor. As reviewed earlier in Chapter 2, most 

studies reveal that microfinance is beneficial; however some studies have found that 

microcredit has a negative impact on poverty, whereby poor households simply 

become poorer through the additional burden of debt (Hulme and Mosley, 1996). The 

results from this study indicate that microfinance in this part of the world is used as an 

additional finance by families and is used for many purposes, with only a small 

amount of money actually invested in income generation activity. The borrowers in 

most cases use funds from outside to repay microfinance loans, thus supporting the 

view that microfinance is an additional burden of debt. 
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Fourth, almost all the studies conducted in microfinance reveal that it has a repayment 

rate of more than 90 percent. This is one aspect which makes this product attractive 

from a provider’s point of view. Researchers have come up with various reasons for 

this phenomenon. The most common ones are, peer pressure, fear of financial 

exclusion and relationship banking. The results from this study are in full agreement 

with the above findings. However one interesting point to be noted that one 

contributing factor of high repayment rate in this part of the world is subculture. In 

this case the underlying belief of the fishing society on the prompt repayment or 

facing set back in the form of rough seas is a factor contributing to the high repayment 

rate. The aspect of values and attitudes of a society as one of the contributing force to 

repayment is a valuable insight which will enrich the literature of microfinance. 

 

Fifth, Most of the research on CSR and banks has been conducted in Western 

countries and only aspects of corporate social responsibility, such as more direct 

targeting of ethnic groups in marketing and communications, green marketing and 

cause-related marketing, are considered (Donaldson and Dunfee, 2002). Banks are 

relatively new players in the microfinance sector (Baydas et al., 1997). Thus the 

results of this study, of microfinance programmes undertaken as part of CSR in a 

developing country, is a contribution to the bank marketing literature. 

 

7.7 Directions for future research 

The limitation of the study is discussed in Chapter 1 and provides the basis for future 

research. Some general areas are mentioned for future research.  

 

The study was conducted in one country and specifically in two States. It is 

particularly important to validate the results of the study with another sample in a 

different country. Interesting insights will be generated if the study can be repeated in 

another country and which can confirm the universal applicability of the results.  

 

Another area of potential investigation is the evaluation of the microfinance strategies 

followed by other providers in the industry, apart from new age banks. For example, 

in the Indian microfinance sector there are organisations like cooperative societies and 
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other NGOs. The results of this study could provide an interesting insight into the 

commitment of these institutions towards aspects like CSR and glocalisation, and 

would provide a basis for a comparison with the results of this study. 

 

The sustainability of microfinance operations are also being questioned by 

researchers. As this study relates to only two States and is also specifically related to a 

small community of fishermen, it has its limitations. Therefore, there is an urgent 

need for a future study on a wider section of microfinance consumers, not only in 

India but in other countries where microfinance has made substantial inroads.  

 

This study has not ventured to find the attributions of other stakeholders of the new 

age banks for their microfinance and CSR activities, namely shareholders and 

employees.  

 

The results of the survey revealed that the subculture among the fishermen 

community contributed to the high level of repayment in this part of the world, along 

with the other more global factors. Further research on other communities may bring 

new revelations to the high rate of repayment. 

Another area to be examined is the study of regular customers of new age banks, 

especially from the higher social class and their attribution towards microfinance 

initiative of the bank, to examine the impact on customer loyalty. 

7.8 Conclusion 

The research has evaluated microfinance strategies pursued by new age banks under 

the CSR banner in a developing country. The results of this study are expected to 

provide valuable insights to all interested parties, especially future researchers. The 

future studies are likely to provide similar results. These studies could be conducted 

using a similar research design, but with a different sample. 
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Griffith 

UNIVERSITY 

Information and Consent Sheet 

 

 

 
 

Please note that participation in this study is completely voluntary. You may withdraw at any time. 

Completion and return of the questionnaire will be accepted as an expression of consent. Griffith 

University conducts research in accordance with the National Statement on Ethical Conduct in 

Research Involving Humans. 

As a participant in this research, should you have any complaint concerning the manner in which this 

research is conducted, please do not hesitate to contact the researcher named below. Alternatively, if an 

independent person is preferred then please do not hesitate to contact The Manager, Research Ethics 

on (07) 373 55585 or research-ethics@griffith.edu.au: 

GENERAL INSTRUCTIONS FOR QUESTIONNAIRE COMPLETION 

1 The questionnaire is in three short sections. Each section has it's own 

instructions for completion. You are kindly requested to respond to every 

question in each section. 

2.The questionnaire has been designed in such a way as not to take any more than Ten to fifteen 

minutes of your time. Your first and immediate response is all that is required. Please note, there 

are no right or wrong answers. 

3The last section requires you to provide some personal details. All the information you provide will 

be treated with STRICT CONFIDENTIALITY. Once all questionnaires have been collected and 

analyses conducted, the results of the study will be presented as a whole or in aggregate form (to 

ensure your anonymity) and written up as scholarly paper. You are welcome to request a copy from 

the researcher named below. 

4. Thank-you for your participation in this important research project. 

Researcher:  Saju V. Jose email- saju.jose@student.griffith.edu.au, phone-07-37357304 
 

The purpose of this study is to assess Micro finance programs offered by the bank. The study 

wishes to obtain your views as to the quality of financial services you currently receive.  It is 

expected that your views will contribute to the maintenance of excellent financial services into 

the future. 
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Please attempt all questions by circling the appropriate option (s). 

Section 1 

 

1.1   How long have you been with Microfinance Provider (MFI)? 

a) Less than 1 year 

b) Between 1 and  2 years 

c) Between 2 and  3 years 

d) Between 3 and  4 years 

e) Between 4 and  5 years 

f) More than  5 years 

 

1.2   What was your occupation before taking the loan? 

a) Unemployed 

b) Farming 

c) Laborer 

d) If others  Please specify 

 

1.3 Have you had access to micro credit before becoming the customer of bank? 
a)  No 
b)  Once 
c)  More than Once 
 

1.4   How did you manage your financial needs before you got 

microfinance from the bank? 

            a) Local money lender 

            b) Loan shark 

            c) Neighbors 

            d) Others Please Specify 

1.5   How much interest you used to pay for such loans? 

            a) Less than 10 % 

            b) 10 to 15% (Inclusive) 

            c) 15 to 20 %( inclusive) 

            d)  20 to 25% (inclusive) 

            e)  If above 25% please specify- 

 

1.6 How much interest are you paying for the current (microfinance) loan? 

a) 0 to 10 (inclusive) 

b) 10 to 15% (inclusive) 

c)  15 to 20% (inclusive) 

d)  20 to 25% (inclusive 

e) If above 25% please specify- 

 

1.7   How did you use your loan? 

      a) Invested the full amount in Business  

 b) Used part of the loan to repay my debts 

 c) Used part of the loan for my personal expenses 

 d) Used Partly for personal expenses and paying back loan 
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1. 8 the reason for choosing this Business 

     a) Suggested by the Micro finance provider  

     b)  Chosen by me because of my skills, assets, 

 

 1.9 Are you happy with the Choice? 

a) Yes 

b) No 

 

1.10   How did you come to know about the microfinance from the bank? 

           a) SHG 

           b) Bank agents 

c) News papers 

d) Others Please Specify 

1.11   How often do you meet staff of the Microfinance provider? 

 

a)  Weekly 

b)  Between 1 and 2 months 

c)  Between 2 and 4 months 

d)  Between 4 and 6 months 

e)  Others? , please clarify; 

 

 

1.12  Circle the one option that you feel more accurately describes your 

Microfinance Provider? Rank the first 4 in order of your preferences? 
a)  Great Personal Service (Understanding the financial 
needs) 
b)  Providers of great convenience 
c)  Genuinely committed to customer problems 
d)  True to their word 
e)  Reliable 
f)  Community conscious 
g)  Others? (Please Specify) 
 
                         

1.13 How much return are you making from the small business you started with 

the help of    microfinance? 

          a) Less than 20 % 

           

b) 20% to 24 % 

c) 24 to 28%  

          c)  28 to 34% 

          d)   34% to 40 % 

          e)  40 to 50 % 

1.14 Are you able to pay back the loan installments regularly without any 

default 

 

a) yes 

b)  no 
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 1.15 If no, how many times did you default in the entire period of the loan? 

              a) Not defaulted  

      b) 1 time 

 c) 2 times 

 d )   3 times 

 e) above 3 times 

 

 

 

1.16   What did the bank do when you defaulted in your loan installments? 

 

a) Sent warning letter 

b) Sent a collection agent 

c) Enquired why you  defaulted 

 

1.17   Have you ever borrowed money from friends/ relatives/money lenders to 

pay the bank loan? 

a) yes 

b) no 

1.18 If yes, why you did that? 

a) Fear of collection agents 

b) Peer pressure from SHG 

c) Fear of not getting further loans 

 

1.19   How do the bank officials treat you when you go to them for advice/loans? 

a) Very well 

b) Well 

c) Satisfactory 

d) Not well 

e) Badly 

 

 

1.20   Do the bank stick to rules in everything related to microfinance? 

a) yes 

b) no 

 

1.21 Do you find it easy to get microfinance/ credit from this bank? 

a) yes 

b) no 

 

 

1.22   Do you think the interest charged excessive? 

      a) yes 

b) No 

 

 

 

 

 



 230 

 

Section 2 

 
For each of the following questions please indicate your level of agreement or 
disagreement. Select one of the five possible responses to each question by ticking 
the appropriate box, where '1'represents strongly agree and'5'represents strongly 
disagree. 
 

S. Agree………….S. Disagree 
 

       
  1 2 | 3 4 5 
2.1 Micro Finance Provider has a great influence on raising 

our standard of living. 
  

 
  

2.2 Primary  motive of the Micro Finance Provider  is to 

increase profits 

     

2.3  Micro Finance Provider  Advertising provides a useful 

source of information. 

     

2.4 Availability of credit helps to start a business      
2.5 Often I need assistance in financial management and I'm 

just not able to get it. 

     

2.6 Micro Finance Provider staff really takes an interest in my 
financial needs and make sure I am satisfied. 

     

2.7 Micro Finance Provider takes a real interest in the 
community and is trying to improve our quality of life. 

     

2.8  Microfinance is another example of banks trying to 
make profits at the expense of the poor community. 

     

2.9  Micro Finance Provider  usually stand by their products and 

service 

     

2.10 When a Micro Finance Provider  advertises a new or 
improved product, it is the same old thing presented in 
a  different bottle 
 
different way 

     

2.11 Mainstream Banks  have become so big that they really 
don't serve the customer in a personal way 

     

2.12 Government regulation is required to ensure that 
Micro Finance Provider  price their services fairly 

     

2.13 The quality of services and products offered by 
Micro Finance Provider  has consistently improved 
over the years 

     

2.14 Often Micro Finance Provider  cannot be trusted in what 

they say 

     

2.15 The microfinance provider is only interested in lending the 
loan and collecting it back 

     

2.16 The actual product I buy is usually the same as that 
advertised (no hidden gimmicks) 

     

2.17 Often the purchase decision of micro loans  offered by 
Micro Finance Provider  is due to peer pressure 

     

2.18 Most Micro Finance Provider has a complaints 
department to support their products and services. 

     

2.19 Many Micro Finance Provider listen to customer complaints 

but then do nothing. 

     

2.20 Micro Finance Provider advertise special deals to get the 
customer in, in order to sell them something else. 
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2.21 Micro Finance Provider is helping the community by 

providing them with work. 

     

2.22 Micro Finance Provider really care for is to make the most 

money they can. 

     

2.23 My Micro Finance Provider  is actively involved in helping 

solve social problems. 

     

2.24 Most people know that Micro Finance Provider advertising 

lies a little. 

     

2.25 Micro Finance Provider  encourage the consumer to borrow 

more than they need 

     

2.26 Micro Finance Provider is not willing to listen to consumer 

concerns. 

     

2.27 Micro Finance Provider does not want to help local 
industry because it is not profitable. 

     

2.28 The consumer is less important to a Micro Finance Provider 

than a shareholder. 

     

2.29 Micro Finance Provider staffs nowadays are less 
concerned with the needs of the customers. 

     

2.30 Micro Finance Provider does try to take a personal 
interest in every customer, rather than treat him or her 
as a number. 

     

2.31 As soon as the Micro Finance Provider gets your business, 

they forget you. 

     

2.32 All Micro Finance Provider provide the same products.      
2.33 In general, Micro Finance Provider is honest with their 

customers. 

     

2.34 Advertising (example, insurance policies ) tempts people 
to purchase microfinance products without considering 
the consequences 

     

2.35 Micro Finance Provider  profits are high, yet they keep 

raising fees 

     

2.36 Micro Finance Provider generally offers what the customer 

wants. 

     

2.37 The main reason any Micro Finance Provider contributes 
to a community is for a financial return. 

     

2.38 Micro Finance Provider fees and charges are reasonable 
given the high cost of doing business. 

     

2.39 Micro Finance Provider  take advantage of the 
disadvantaged by charging higher prices 

     

2.40 The National economy is controlled by the big banks      
2.41 The products offered by Micro Finance Provider  other 

than loans (insurance, savings)  have helped to achieve 
financial stability 

     

2.42 Income from Business  has  helped to provide three meals 

per day for the family 

     

2.43 Income from Business has helped to provide a safe shelter 

for my  family 

     

2.44  Income from business has helped us to send children to 

school 

 

     

2.45 The micro credit has enabled me to start a business and 

raise the standard of living  
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2.46 Micro Finance Provider  offer adequate training  for 

identifying and starting  new business 
 

     

2.47 In future I would use the same Micro Finance Provider  
for my financial needs 

     

2.48 My Micro Finance Provider  is a good corporate citizen      

Please circle only one alphabetical letter from the following group of 
statements that best describes the management and allocation of family 
income. 

 

2.49. Marital status 

 

h)  I am single 

i)  I am married  

2.50   Please Indicate your current status: - 
 

a)  a dependant/adult child 
b)  a co-income earner in my family 
c)  the main income earner in my family 

 

2.51 Management of financial affairs   

 

1= Self 

2=Spouse 

3= Both 

 

 

Section 3 

In the following questions please indicate your response by circling only one 

selected option: - 

 

 

3.1 Your gender? 

 
  a)  Male 
b)  Female 
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3.2 Your age category? 

 

a)  Less than 20 years 

b)  20 to 25 years 

c)  26 to 35 years 

d)  36 to 45 years 

e)  46 to 55 years 

f)  Over 56 years 

 

 

3.4 Current employment Status? 

a)  Full Time 

b)  Part-Time/Casual 

c)  Retired/not working currently 

d)  Voluntary (unpaid) work 

e) Others specify 

 

3.5 What is your highest level of formal education completed? 

 
a)  Never went to school 
b)  School Certificate 
c)  High School Certificate 
d)  Diploma/Associate Diploma 
e)  Undergraduate Degree 
f)  Post Graduate 
g)  Still studying 
n)  Other, please state 
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Malayalam Questionnaire- State of Kerala  
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Tamil Questionnaire- State of Tamilnadu 
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Interview Questions 
 What does corporate social responsibility mean to your bank? 

 To what extent does your bank integrate social and business   strategies in its 

operation and in its interaction with its stakeholders?  

 To what extent do you think that social responsibility and profit maximization are 

two conflicting goals? 

 To what extent do you think that commitment to social responsibility can enhance 

the reputation and public image of the bank? 

 What are your views on the issue of costs and benefits of being socially 

responsible? 

 What are the factors that motivate your bank to engage in corporate social 

responsibility? 

 What services/products do your bank offer which is different from your 

competitors? 

 How effective do you think your microfinance product strategy is?  

 What are the major challenges facing the bank in regard to consumer services in 

rural market? 

 What are the priorities of your customers of microfinance (service or value)? 

 How would you rate commercial banks in terms of competitiveness in the retail 

banking sector? 

 How would you rate commercial banks in terms of serving the needs of the poor? 

 Do you think all the banks should enter into microfinance market given the 

potential for demand in India? 

 Does your bank care for the local issues i.e. lack of running water, providing 

literacy? 
 What are some of the measures that the bank takes to ensure microfinance is 

improving the life of poor people? 

 Do you think the Bank is a responsible corporate citizen? 

 Do you think the microfinance strategy have helped to enhance the brand name of 

the Bank? 

 Do you expect the consumers of microfinance to be more loyal than consumers of 

other products? 

 Do you think the cost of providing microfinance is higher than providing other 

products and services? 

 How many clients have received microfinance from your branch till date? 

On what basis are you giving microfinance to new clients?  

 What is your delivery method? 

 Are you utilizing the services of intermediaries for the delivery of microfinance 

products? If yes do you have control of them? How often do you monitor them? 

What steps are take? 

 What is your collection practices regarding microfinance loans? 

 What is the default rate of your microfinance loan portfolio? 

 Is there considerable disparity between the default rate between commercial loans 

and microfinance loans in your branch? 

 Do you think that poor people are more prone to default than others? 

 What are probable reasons of default of microfinance loans? 
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 Do you think that your clients who takes microfinance loans and refuse to pay 

them back are willfully doing that or are they doing that due to their sheer 

poverty? 

 Can give an estimate of percentage of defaulters who are willfully defaulting the 

loans? 

 Can you honestly say that people are paying back their loans from the return they 

get from their small businesses started ultilising the loan? 

 Are they returned the loans just to be in the good books? 

 Would you prefer to give the loan to a man or a woman? 

 Can you explain why? 

 If you find that a person who has taken a microfinance loan refuses to pay it back 

due to willful negligence, what methods will be taken to get the money back? 

 What is the interest rate you charge on the loans? 

 Do you have the flexibility to charge different rates to different people considering 

the credit worthiness? 

 Will you be held totally responsible if the loans are defaulted? 

 Who does the evaluation of the projects submitted? 

 Do you have the financial power to grant microfinance to people without getting 

permission from superior authorities? 

 Do you employ collection agents to recover the loan? 

 If yes, are there any clear cut directions regarding the methods they could use? 

 Have you come across instances in which collection agents use unethical methods 

like coercion for realizing the money? 

 If instances of coercion are brought to you, are you empowered to take action on 

them (collection agents) without permission from superiors? 

 When people default on their loans what is your reaction to that as a manager?  

 Do you feel angry or do you feel empathy with the person? 

 Do you think that microfinance is a successful business strategy? Or is it a 

charitable activity of the bank? 

 If you are given the flexibility to stop microfinance in your bank would you prefer 

to stop it? 

 Do you believe that microfinance is actually helping the community? 

 Can you suggest some improvement in the delivery and collection mechanism for 

microfinance so that cost can be reduced? 

 Do you think that the effectiveness of microfinance could be further improved by 

incorporating local needs in addition to mandated ones? 

 If yes, can you point out some such cases? 
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