
© 2025 JETIR March 2025, Volume 12, Issue 3                                                              www.jetir.org (ISSN-2349-5162) 

JETIR2503288 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org c739 
 

An Exploratory Study on Micro Finance at South 

Indian Bank 
 

Dr. Sunkari Suneetha1    G. Vinesh Kumar2 

1Professor, 2Assistant Professor 

Department of Management Studies1, Vardhaman College of Engineering1, 

Hyderabad, India 

 

Abstract: This study investigates the microfinance services of South Indian Bank, focusing on client awareness, socio-economic impact, 

service effectiveness, and the challenges faced by clients. The primary data was collected through structured questionnaires and semi-

structured interviews, while secondary data was sourced from the bank’s website. The research tools utilized include reliability analysis, 

descriptive statistics, regression, and hypothesis testing, conducted over a 45-day period with a sample size of 100 clients from rural and 

semi-urban areas of Hyderabad's Palamakula. The findings reveal strong awareness and accessibility of the bank's microfinance services, 

with significant socio-economic benefits reported by clients, including improvements in economic well- being and living standards. High 

levels of client satisfaction were noted, particularly regarding the assistance provided by bank staff and the fulfilment of financial needs. 

However, challenges such as difficulties in accessing information, collateral requirements, and complex application processes were 

identified as barriers to fully utilizing the services. The study emphasizes the importance of addressing these challenges to enhance 

service accessibility and overall client experience. Strategic recommendations include implementing targeted awareness campaigns, 

simplifying application procedures, providing transparent information, and enhancing staff training. By adopting these measures, South 

Indian Bank can further improve the effectiveness and reach of its microfinance services, contributing to greater socio-economic 

development and client satisfaction. 
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1. INTRODUCTION 

Evolution of Microfinance in India 

The history of informal finance systems in India is extensive, and traditional methods like money lending and rotating savings and credit 

associations (ROSCAs) are important components of rural finance. But the need to close the gap between formal financial institutions 

and the large unbanked population prompted the formalization and institutionalization of microfinance in the 1990s. The promotion of 

microfinance as a strategy for achieving financial inclusion has been greatly aided by the Indian government and a number of non-

governmental organizations (NGOs). 

An important turning point in the development of microfinance in India was the formation of Self- Help Groups (SHGs) under the 

National Bank for Agriculture and Rural Development (NABARD) in 1992. SHGs and banks were to be connected through the SHG-

Bank Linkage Program (SBLP) so that banks could offer credit and other financial services to SHGs. This program is now among the 

biggest microfinance efforts in the world, having grown at an exponential rate. 

Microfinance Institutions (MFIs), which function as non-banking financial firms (NBFCs) or non- profit organizations offering financial 

services to the underprivileged, have also emerged in the Indian microfinance market. These organizations have been essential in 

connecting with the unbanked people and providing them with financial products that are specifically designed to fulfill their 

requirements. Regulations have changed over time to ensure that the microfinance industry runs in a transparent and organized 

environment and to encourage its expansion. 

South Indian Banking Sector and Microfinance: 

 

Leading the way in India's microfinance revolution has been the banking industry in South India. Significant microfinance operations 

have been observed in states like Tamil Nadu, Kerala, Karnataka, and Andhra Pradesh. These activities are supported by a 

combination of robust institutional support, effective government policies, and active community participation. To serve rural and semi-
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urban areas, banks in South India have created creative microfinance models and collaborated with MFIs and SHGs. 

Banks in South India have realized that microfinance can be a useful tool in promoting financial inclusion and economic growth. Their 

microfinance solutions are designed to meet the specific needs of their clients; they provide low interest rates, flexible loan terms, and 

streamlined application procedures. To help their clients understand the advantages of microlending and how to handle their money 

wisely, these banks have also made investments in financial literacy initiatives. 

 

2. REVIEW OF LITERATURE: 

1. Sai koteswara Rao Achakala et al (2023), This paper focuses on how Micro Finance Institutions (MFIs) in India, especially for rural 

communities, are fostering financial inclusion and national growth. The study looks at the effects of small-scale financial services such 

loans, savings accounts, and insurance offered by MFIs in order to fill a research gap on the availability of financial services for the 

unemployed and low-income people. The results show that MFIs have made a substantial contribution to asset development and income 

stability, with women being the main beneficiaries, particularly through the Self-Help Group-Bank linkage model that NABARD 

launched in 1992. The conclusion emphasizes the importance of MFIs as a vehicle for financial inclusion and India's economic growth. 

2. Rajesh Babu Dasari et al (2021), The article explores the function of microfinance and its several models in India, emphasizing how 

microfinance is an essential source of financial services for people and microenterprises that do not have access to traditional banking. 

In order to fill the research gap about substandard financial services for the underprivileged, the study analyses group- based and 

relationship-based banking models. Results show that by providing chances for economic growth and efficient money management, 

microfinance reduces poverty. The transition from micro-credit to financial inclusion is emphasized in the conclusion, which also 

emphasizes the critical role that microfinance plays in supporting the growth and financial stability of marginalized communities. 

3. D.Sajan (2021), This study focuses on the use of microfinance in a rural area known for having high literacy rates, as well as the 

understanding of benefits and borrowers' perceptions of financial difficulties. In order to fill a research need in the understanding of the 

dynamics of rural microfinance, the study used a pretested structured questionnaire to collect data. The results showed that there is a high 

level of awareness (98% and 100% awareness in some locations) about terms and conditions, access issues, and poverty alleviation. 

There was strong agreement on sufficiency, prompt release, and the absence of conditions when perceptions were divided into three 

categories: financial support, preconditions, and compliance. The majority of borrowers (94%) made good use of the money, which had 

a beneficial effect on social security, household spending, education, and asset development. Studies on correlation found a favorable, 

albeit not statistically significant, association between awareness and demographic characteristics, with considerable 

4. Rao, K. et al (2021), This paper examines the impact of technology on the efficiency and outreach of microfinance services in South 

India. It discusses how digital platforms, mobile banking, and data analytics have transformed the microfinance landscape, making 

financial services more accessible and cost-effective. The study underscores the importance of continued technological adoption to 

sustain the growth and scalability of microfinance institutions. 

5. Reshu Goel et al (2020), The paper looks at the state and reach of microfinance institutions (MFIs) in India, emphasizing their function 

as a tool for reducing poverty by offering small loans and other services to the most impoverished people. This study aims to fill the 

knowledge gap on MFI efficacy and growth by examining their effects on livelihood generating and self-employment. Examining the 

Joint Liability Groups (JLGs) and Self Help Groups (SHGs) with banks operational models is part of the process. The results demonstrate 

the noteworthy advancements in MFI outreach and their function in facilitating prompt and affordable credit availability. The conclusion 

highlights how microfinance can help eradicate poverty by raising income levels and generating job chances. 

3. OBJECTIVES OF THE STUDY 

1. To assess the level of awareness and accessibility of microfinance services among south Indian bank clients. 

2. To evaluate the socio-economic impact of microfinance on clients. 

3. To measure the effectiveness of microfinance products. 

4. To identify and understand the challenges faced by clients in the microfinance sector. 

 

HYPOTHESIS OF THE STUDY: 

1. Ho1: There is no significant relationship between the level of awareness and accessibility of microfinance services and client 

satisfaction, 

Ha1: There is a significant relationship between the level of awareness and accessibility of microfinance services and client 

satisfaction. 

2. Ho2: Microfinance has no significant socio-economic impact on clients' lives. 

Ha2: Microfinance has a significant socio-economic impact on clients' lives. 

3. Ho3: The effectiveness of micro finance products has no significant effect on client satisfaction. 

Ha3: The effectiveness of micro finance products has a significant effect on client satisfaction. 

4. Ho4: The challenges faced by clients do not significantly affect their satisfaction with microfinance services. 

Ha4: The challenges faced by clients significantly affect their satisfaction with microfinance services. 
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3.2 Conceptual framework: 

 

4. RESEARCH METHODOLOGY: 

 

a. Primary Data: 

 Questionnaires: Selected clients from the target population will receive structured questionnaires. A variety of closed-ended questions 

using Likert scales will be included in the survey to evaluate the perceived efficacy, accessibility, awareness, and satisfaction of South 

Indian Bank's microfinance services. 

 Interviews: A selection of clients will participate in semi-structured interviews to provide qualitative insights into their socio-economic 

experiences and viewpoints on the advantages and disadvantages of using South Indian Bank's microfinance program. 

b. Sample design: 

 Sample Size: For this study, a sample size of one hundred clients will be chosen. This number of participants is adequate to collect a 

representative spectrum of viewpoints and experiences regarding the microfinance services offered by South Indian Bank. 

 Sample Frame: Customers that have used South Indian Bank's microfinance services will make up the sample frame. This include 

people from a range of socioeconomic levels and geographic areas that the bank serves. 

 Sampling Area: The project's sampling area comprises rural and semi-urban areas of Hyderabad's Palam Akula, where South Indian 

Bank is present and provides microfinance services. 

 Sampling Technique: The sample of 100 clients will be chosen by random sampling. This technique increases the generalizability of 

results by guaranteeing that every client in the sampling frame has an equal probability of being chosen. 

5. DATA ANALYSIS AND INTERPRETATION: 

Frequency distribution of “Age” 

 

  Frequenc 

y 
 

Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 18-24 53 53.0 53.0 53.0 

25-34 15 15.0 15.0 68.0 

35-44 21 21.0 21.0 89.0 

45-54 11 11.0 11.0 100.0 

Total 100 100.0 100.0  

The age distribution of the responders is seen in the above table to be quite varied. 53 percent of them are in the 18–24 age range. Of 

the respondents, 15% are between the ages of 25 and 34, and 21% are between the ages of 35 and 44. Lastly, 11% of the respondents are 

between the ages of 45 and 54. An overview of the age distribution is given by this data, which shows that younger people are well 

represented, with the 18–24 age group making up the largest portion. 

Frequency distribution of “Gender” 

 

Challenges faced by clients 

 

Effectiveness of products 

 

Client 
satisfaction 
in Micro 

 

Socio economic impact 

 

Awareness and accessibility 
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Frequency 
 

Percent 
 

Valid Percent 

Cumulative 

Percent 

Valid Male 43 43.0 43.0 43.0 

Female 57 57.0 57.0 100.0 

Total 100 100.0 100.0  

The gender distribution of the responses is varied, as the above table shows. 57% of the population is female, and 43% is male. An 

overview of the gender distribution is given by this data, which shows that women make up a significant portion of the respondent 

group. 

Frequency distribution of “Education level” 

 

  
 

Frequency 
 

Percent 
 

Valid Percent 

Cumulative 

Percent 

Valid Primary school 2 2.0 2.0 2.0 

 Secondary school 19 19.0 19.0 21.0 

Bachelor's Degree 34 34.0 34.0 55.0 

Masters Degree 43 43.0 43.0 98.0 

Doctorate/Ph. D 2 2.0 2.0 100.0 

Total 100 100.0 100.0  

The above table demonstrates a diversified demographic in terms of occupation among the respondents. Students make up 43.0% of the 

population, while workers make up 31.0%. Furthermore, 10.0% of workers are unemployed and 16.0% are self-employed. According 

to this distribution, quite a few of the respondents were either working or self-employed, while a sizable chunk of the respondents were 

students. The data highlights the prevalence of students in the sample and gives an overview of the occupational distribution. 

Frequency distribution of “Occupation” 

 

 
 

Frequency 
 

Percent 
 

Valid Percent 

Cumulative 

Percent 

Valid Employed 31 31.0 31.0 31.0 

Self Employed 16 16.0 16.0 47.0 

Unemployed 10 10.0 10.0 57.0 

Student 43 43.0 43.0 100.0 

Total 100 100.0 100.0  

The above table demonstrates a diversified demographic in terms of occupation among the respondents. Students make up 43.0% of the 

population, while workers make up 31.0%. Furthermore, 10.0% of workers are unemployed and 16.0% are self-employed. According 

to this distribution, quite a few of the respondents were either working or self-employed, while a sizable chunk of the respondents were 

students. The data highlights the prevalence of students in the sample and gives an overview of the occupational distribution. 

Frequency distribution of “Length of Relationship with the south Indian bank” 

 

 
 

Frequency 
 

Percent 
 

Valid Percent 

Cumulative 

Percent 

Valid Less than 6 months 33 33.0 33.0 33.0 

6months - 1 year 34 34.0 34.0 67.0 

1-2 years 16 16.0 16.0 83.0 

 2-5 years 14 14.0 14.0 97.0 

More then 5 Years 3 3.0 3.0 100.0 

Total 100 100.0 100.0  

Regarding the duration of the respondents' contact with South Indian Bank, the aforementioned data shows a varied demography. 33.0% 

of clients who have been with the bank for less than six months trail closely behind the majority, 34.0%, who have been there for six 

months to a year. 

Furthermore, 14.0% of customers have been with the bank for two to five years, compared to 16.0% who have been there for one to two 
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years. 3.0% of the population is less and has been a customer for more than five years. This distribution shows a significant percentage 

of relatively new clients, most of whom have been with the bank for less than a year. 

Reliability Analysis 

 

S/no: Variables No of items Cronbach's Alpha 

1 Awareness and accessibility 4 0.822 

2 Socio economic impact 4 0.843 

3 Effectiveness of product 4 0.867 

4 Challenges faced by clients 4 0.861 

5 Clients’ satisfaction in micro finance 4 0.868 

 

 

 Variable 1: The reliability statistics for the construct "Awareness and Accessibility" indicate a high level of internal consistency. The 

Cronbach's Alpha value is .843, based on 4 items. This value suggests that the items used to measure awareness and accessibility are 

highly reliable and consistently reflect the underlying construct. A Cronbach's Alpha value above .80 is generally considered good, 

indicating that the survey or measurement tool is reliable and can be used with confidence in subsequent analyses. 

 Variable 2: The reliability statistics for the construct "Socio-Economic Impact" indicate a high level of internal consistency. The 

Cronbach's Alpha value is .843, based on 4 items. This value suggests that the items used to measure socio-economic impact are highly 

reliable and consistently reflect the underlying construct. A Cronbach's Alpha value above .80 is generally considered good, indicating 

that the survey or measurement tool is reliable and can be used with confidence in subsequent analyses effectively. 

 Variable 3: The reliability statistics for the construct "Effectiveness of Product" indicate a high level of internal consistency. The 

Cronbach's Alpha value is .867, based on 4 items. This value suggests that the items used to measure the effectiveness of the product 

are highly reliable and consistently reflect the underlying construct. A Cronbach's Alpha value above .80 is generally considered good, 

indicating that the survey or measurement tool is reliable and can be used with confidence in subsequent analyses effectively. 

 Variable 4: The reliability statistics for the construct "Challenges Faced by Clients" indicate a high level of internal consistency. The 

Cronbach's Alpha value is .861, based on 4 items. This value suggests that the items used to measure the challenges faced by clients are 

highly reliable and consistently reflect the underlying construct. A Cronbach's Alpha value above .80 is generally considered good, 

indicating that the survey or measurement tool is reliable and can be used with confidence in subsequent analyses effectively. 

 Variable 5: The reliability statistics for the construct "Client Satisfaction in Microfinance" indicate a high level of internal consistency. 

The Cronbach's Alpha value is .868, based on 4 items. This value suggests that the items used to measure client satisfaction in 

microfinance are highly reliable and consistently reflect the underlying construct. A Cronbach's Alpha value above .80 is generally 

considered good, indicating that the survey or measurement tool is reliable and can be used with confidence in subsequent analyses 

effectively. 

Regression analysis 

Table represents the mode summary of awareness and accessibility on the client satisfaction in micro finance 

 

 

Model 
 

R 
 

R Square 
 

Adjusted R Square 
 

Std. Error of the Estimate 

1 .628a 0.394 0.388 2.53805 

The table presents a regression model examining the relationship between awareness and accessibility (predictor variables) on client 

satisfaction in microfinance (dependent variable). The R value of .628 indicates a moderate positive linear relationship between 

awareness and accessibility and client satisfaction. The R Square of 0.394 suggests that 39.4% of the variance in client satisfaction can 

be explained by awareness and accessibility. The Adjusted R Square, slightly lower at 0.388, accounts for the complexity of the model. 

The Standard Error of the Estimate, 2.53805, reflects the average discrepancy between observed and predicted client satisfaction scores. 

Overall, the model indicates that awareness and accessibility significantly influence client satisfaction in microfinance, providing a 

moderately strong fit for predicting client satisfaction based on these factors. 

 

Table represents the mode summary of Socio-economic impact on the client satisfaction in micro finance 

 

 

Model 
 

R 
 

R Square 
 

Adjusted R Square 
 

Std. Error of the Estimate 

1 .674a 0.454 0.448 2.40876 

The table presents a regression model examining the relationship between "Socio-Economic Impact" as the predictor and "Client 

Satisfaction in Microfinance" as the outcome variable. The R value of .674 indicates a moderate positive linear relationship between 
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socio-economic impact and client satisfaction in microfinance. The R Square value of 0.454 suggests that approximately 45.4% of the 

variance in client satisfaction can be explained by socio-economic impact. The Adjusted R Square, slightly lower at 0.448, accounts for 

the model's complexity and predictors, indicating that 44.8% of the variance is effectively captured. The Standard Error of the Estimate, 

2.40876, reflects the average distance between observed and predicted values, providing a measure of the model's accuracy. Overall, 

these findings suggest that socio-economic impact significantly influences client satisfaction in microfinance, highlighting the 

importance of addressing socio-economic factors in enhancing client outcomes in microfinance initiatives. 

 

Table represents the mode summary of Effectiveness of product on the client satisfaction in micro finance 

 

 

Model 
 

R 
 

R Square 
 

Adjusted R Square 
 

Std. Error of the Estimate 

1 .667a 0.445 0.439 2.42928 

The table presents a regression model examining the relationship between the effectiveness of product and client satisfaction in 

microfinance data. With an R value of .667, there exists a moderate positive linear relationship between the predictor variable 

(effectiveness of product) and the dependent variable (client satisfaction). The R Square value of 0.445 indicates that approximately 

44.5% of the variability in client satisfaction can be explained by the effectiveness of the product. The Adjusted R Square of 0.439 

adjusts for the number of predictors, suggesting that about 43.9% of the variability is accurately captured by the model. The Standard 

Error of the Estimate, at 2.42928, represents the average distance between observed and predicted values, indicating the model's 

precision in estimating client satisfaction based on product effectiveness. 

Table represents the mode summary of Challenges faced by clients on the client satisfaction in micro finance 

 

 

Model 
 

R 
 

R Square 
 

Adjusted R Square 
 

Std. Error of the Estimate 

1 .277a 0.077 0.067 3.13187 

 

The regression analysis of the variable "Challenges Faced by Clients" on "Client Satisfaction in Microfinance" shows a weak 

relationship with an R value of .277. This low R value indicates a limited linear association between the challenges faced by clients and 

their satisfaction levels in microfinance. The R Square and Adjusted R Square values of 0.077 and 0.067, respectively, suggest that only 

7.7% and 6.7% of the variance in client satisfaction can be explained by the challenges faced by clients, after adjusting for the number 

of predictors. The high Standard Error of the Estimate (3.13187) indicates that the predictions of client satisfaction based on client 

challenges may be imprecise. Therefore, while there is a statistical relationship, the low R value suggests that other factors not included 

in the model likely have a stronger influence on client satisfaction in microfinance. 

5.1 Hypothesis testing: 

 

 

 

Null hypothesis: 

Beta coefficient 

(R value) 

 

 

P value 

 

 

Null hypothesis decision 

 

 

Result conclusion 

 

 

 

There is no significant 

relationship between 

the level of 

awareness and 

accessibility of 

microfinance services 

and client satisfaction 

.628a .000b  

 

 

 

 

 

 

 

 

 

we reject the null 

hypothesis. 

The regression analysis reveals a significant 

positive relationship (β = .628) between 

awareness and accessibility of microfinance 

services and client satisfaction, suggesting that 

higher levels of awareness and accessibility 

correspond to increased client satisfaction. 

This finding underscores the potential benefits 

of improving awareness and accessibility to 

enhance 

overall client satisfaction in microfinance 

contexts. 
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Microfinance has no 

significant socio- 

economic 

impact on clients' 

lives. 

.674a .000b  

 

 

 

 

 

 

 

 

 

 

we reject the null 

hypothesis. 

We conclude that microfinance significantly 

impacts clients' socio-economic conditions, as 

indicated by a substantial coefficient of 

determination (R² = 0.674), explaining 67.4% 

of the variability in socio-economic outcomes. 

This underscores a robust positive relationship 

between microfinance interventions and 

improved socio-economic conditions among 

clients. 

 

 

 

 

 

The effectiveness of 

micro finance products 

has 

no significant effect 

on client satisfaction. 

.667a .000b  

 

 

 

 

 

 

 

 

 

we reject the null 

hypothesis. 

ur conclusion affirms that the effectiveness of 

microfinance products significantly impacts 

client satisfaction, with an R Square value of 

0.667 explaining 66.7% of satisfaction 

variability. This highlights a strong positive 

relationship between product effectiveness 

and higher client satisfaction levels, 

underscoring the importance for microfinance 

institutions to enhance their 

product effectiveness to boost overall client 

satisfaction effectively. 

 

 

 

 

 

 

The challenges faced 

by clients do not 

significantly affect 

their satisfaction with 

microfinance 

services. 

.277a .005b  

 

 

 

 

 

 

 

 

 

 

we accept the null 

hypothesis 

The hypothesis testing reveals a significant 

relationship between the challenges faced by 

clients and their satisfaction with microfinance 

services. The beta value (R value) is 0.277 and 

the p-value is 0.005, which indicates that while 

the null hypothesis was accepted, there is 

evidence that addressing client challenges could 

positively impact their satisfaction with 

microfinance services. This suggests potential 

areas for improvement that could enhance 

overall client satisfaction. 

  Conclusion 

The study on microfinance at South Indian Bank reveals a respondent base that is predominantly young, with a significant representation 

of students and a notable majority of female participants. The data highlights a trend where engagement diminishes with age and 

demonstrates that a substantial portion of the respondents are new clients, with only a small fraction having long-term relationships with 

the bank. The analysis of the constructs used in the study indicates high reliability across various dimensions, including awareness and 

accessibility, socio-economic impact, effectiveness of the product, challenges faced by clients, and client satisfaction. This robust 

internal consistency underscores the validity of the measurements used. In terms of relationships, the regression models show that 

awareness and accessibility, socio-economic impact, and product effectiveness each have a moderately strong influence on client 

satisfaction. However, the challenges faced by clients have a relatively weak impact on satisfaction, suggesting that other factors may 

play a more significant role. Overall, the findings provide valuable insights into client demographics and factors affecting satisfaction, 

emphasizing the importance of addressing both product effectiveness and socio-economic factors to enhance client experiences in 

microfinance. 
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