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ABSTRACT 

The standard of living in many developing countries like Bangladesh especially rural area is not 
standard level or satisfied. The microcredit programs of Grameen Bank (GB) in Bangladesh have 
emerged as a strategy on standard of living and reduction poverty. They are also trying to remove 
poverty and unemployment and energetic poor people who want to engage in economic activities, the 
institution provides not only loan to them but also advice and monitoring. The aim of the study is to 
explore the impact of GB microcredit on standard of living of rural women in study area whom have 
already involved in its loan. As sample only 198 current microcredit fund receiver’s respondents from 
Sariakandi upazila under Bogra district were selected. Data were collected from six centers under two 
selected branches using questionnaire. Data were explained normally under descriptive method using 
simple statistical tools such as chi-square test and One-way ANOVA test and econometric model such 
as OLS regression. After analyzing data, results of the study show that there has a positive effect on 
savings, average monthly income, expenditure, average level of education of borrowers’ households, 
number of income earner and asset. The results of One-way ANOVA test indicate that there exists a 
significant relationship among some factors of standard of living with amount of loan of GB and Chi-
square test is proved that microcredit of GB has also a positive contribution on improving standard of 
living in study area. 
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INTRODUCTION 

The economy of Bangladesh depends on mainly 
agriculture with huge people about 164 million and small 
area which is only 147570 square Km. Most of them live in 
rural area and employ in agricultural sector and an 
insignificant part of them employ in non-farming 
activities. More than 63 million people live below the 
poverty line. According to BER-2014, the incident of 
poverty with respect to upper poverty line was 24.47 
percent in 2014 which was 31.5 percent in 2010 and 40 
percent in 2005. These poor people cannot provide to basic 
needs such as food, housing, clothing, education and 
treatment for earning insufficient money. They can also not 
buy quality full foods for their families. Monthly income 
and expenditure are also low. They do not also get loan 
facilities from government institution and conventional 
Bank due to insufficient and lack of required collateral. 
Because the financial market of Bangladesh is very poor 
but not stronger. A huge number of people is the potential 
of unemployed and underemployed people. So creation of 

self-employment in rural area is necessary very much. 
Landless people only sell his labor on other lands are faced 
various problems due to access to land and capital 
resources. A large number of rural poor is kept out of the 
institutional credit market. They depend on the informal 
source such as moneylenders. There the rate of interest is 
very high and this rate on the informal source is not 
constant but very it person to person. They have no access 
to formal sector for loan due to required collateral. 
According to World Bank Economic Review microfinance 
has not only helped poor people to develop in their 
material capital but also in the human capital, by better 
access to health care and education system, and general 
awareness among the people about their rights and duties 
towards society. 

So government and non-government organization as well 
as Microfinance Institutions (MFIs) all are working to 
involve to poor people and unemployed people in 
economic activities and they are trying to eliminate 
poverty from the country. But amount of microcredit of 
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government organizations is not enough for poor people 
in economic activities. There are many MFIs in Bangladesh 
such as Grameen Bank, BRAC, ASA, TMSS etc. 

However, the poor people who want to work willingly and 
employed themselves in economic activities but they have 
not enough money in their hand. MFIs provide loan to the 
poor people for investment in handicraft, small holder 
farmers, food processors, petty business and other persons 
who drive micro-enterprises. As a microfinance institution, 
Grameen Bank by Nobel Prize Winner and professor 
Muhammad Yunus was established on October 1983. 
Microfinance institutions have been set up or established 
to fill up the gap created by the formal financial sector to 
improve the socio-economic condition of the poor people 
in rural area of Bangladesh. 

Common of the purpose of the microcredit program is to 
provide microcredit to the rural poor people to employ 
themselves in economic activities. So that these people can 
contribute to increase in household income and help their 
families get free of poverty as well as improve their 
household condition and standard of living after involving 

with this program such as (Mahmood, at el., 2016; 

Weerasinghe and Dedunu, 2017) and negative result with 

(Morduch, 2000; Juanah, 2005; Coleman, 1999 and Okafor, 

2016). This study is to try to find out the impact of 
microcredit programme of Grameen Bank on living 
standard in the study area. 

Objectives of the Study 

The main objective of the present study is to explore the 
impact of GB microcredit on standard of living of the rural 
poor people in study area. The above objective of the study 
are specified below- 

 To measure the relationship between microcredit of 
GB and the standard of living of poor women; 

 To examine the impact of Grameen Bank microcredit 
on the standard of living condition of poor women; 

Hypothesis of the Present Study 

The following hypothesis has been tested 

Ho:  There has no significant impact of Grameen Bank 
microcredit on standard of living in rural poor women. 

H1:  There has significant impact of Grameen Bank 
microcredit on standard of living in rural poor 
women. 

LITERATURE REVIEW 

Previous many studies have been shown that microfinance 
is a potential solution to poverty reduction in which 
standard of living is one of the indicators (Yunus, 1999). It 
has been conducted the study which attempted to assess 
the impact of microfinance on living standards, 
empowerment and poverty alleviation of poor people. 
Most of the women began petty business by taking loan 
from MFIs. But about 84 percent respondents of MFIs are 

women and most of them are only completed primary 
education. It has been shown that microfinance has a 
positive impact on the standard of living of the poor people 

(Khan and Rahman, 2007). The study shows that the 
microcredit is a tool for poverty reduction in rural area 
through microcredit program. The microcredit program of 
Jagoroni Chacra Foundation has a positive impact to the 
rural poor to improve their income and other social 
economic conditions. The income of sixty percent 
respondent has increased after receiving microcredit 

(Haque, 2012). Rural women are the most deprived section 
of the society and a big part of them are extremely poor. 
MFIs have a contribution on poverty alleviation in the 
study area by creating income generation activities and 
self-employment opportunities for the poor people by 
providing microcredit (Ahmed et al., 2011). It has been 
explained the impact of microcredit on income generation 
capacity of women in the Tamale Metropolitan Area of 
Ghana. Beneficiary women are empowered to engage in 
income generation activities than the preserve of men. But 
it is mentioned that women’s participation in decision 
making at the household and community levels in the 
study area is not significantly changed which is dominated 
by male society (Alhassan and Akudugu, 2012). It has 
been explored that the change in livelihood status scores of 
the respondent’s beneficiaries who involved in microcredit 
of varied from 4 to 24. The average change in livelihood 
status scores of the respondents was 13.94. Results on 
change of livelihood status in three dimensions namely (a) 
change of farm and household materials (b) change of 
housing, health and sanitation and (c) change if annual 
family income in terms of after involvement with GB were 

shown positively significant (Kuhinur and 

Rokonuzzaman, 2009). It is found a positive relationship 
between Microfinance Bank and standard of living of 
hairdressers in study area. Most of the respondents 
received microcredit from these banks for their business 
expansion. Majority of the microfinance bank in study area 
follow the same method as the Grameen Bank of 
Bangladesh. The respondents felt some problems such as 
the short time of repayment, meaningful invested before 
the repayment, insufficient loan, and high the rate of 

interest (Abiola and Salami, 2011). It has been examined 
an impact of microcredit borrowing on household 
consumption from the selected microfinance institution in 
Bangladesh. An increase in the amount borrowed has a 
positive effect on per capita household consumption 
(Schrieder, 2014). The effect of microcredit programs on 
the standard of living of poor household in Bangladesh has 
been explored. There has a positive impact on per-capita 
food expenditure, land holding and women’s ownership of 
non-land assets and has no significant impact on overall 
household non-land asset accumulation and educational 

attainment (Fattah, 2014). The performance of four of the 
biggest microcredit institutions in Bangladesh using 
survey method the total respondents two hundred who 
have borrowed from these institutions has been analyzed. 
It shows that microcredit programs of these institutions 
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have a positive impact on food consumption, health, 
household expenditure and standard of living (Islam et al., 

2013). A comparative study on evaluation of microcredit in 
Bangladesh has been examined. He shows a sharp 
reduction in the number of GB’s members living below the 
poverty line (20%) compared to non-borrowers (56%) (Ali, 

2008). It has been explained a positive impact of 
microcredit program participation on household 
expenditure and children’s education in Pakistan (Noreen 

et al., 2011). It has been explored the impact of 
microfinance bank on standard of living in the study. There 
is a significant relationship between microfinance and 
standard of living (Olusanya and Olumuyiwa, 2012). 

MICROFINANCE INSTITUTION AS GRAMEEN BANK AND 

STANDARD OF LIVING 

Standard of living is strongly connected to the quality of 
life. Income or expenditure is a significant factor of living 
standard of the borrowers of GB who are the poor people. 
Income and expenditure are also related each other. So 
income is one of significant factor of living standard of the 
poor people as well as savings (Khan and Rahman, 2007). 
Due to low income, poor people do not provide of basic 
human needs, including food, safe drinking water, 
sanitation facilities, health, shelter and education, etc. GB 
provides microcredit to poor people who want to engage 
themselves in income generating activities. They have no 
access to conventional bank due to lack of required 
collateral. So it shows how microfinance works, to reduce 
poverty and how it affects the living standard (income, 
saving etc.) of the poor people in Bangladesh (Khan, and 

Rahman; 2007). After receiving loan, they get opportunity 
to increase employment through beginning petty business, 
buying auto rickshaw and cultivating crops in case of 
leasing land. It is shown that microfinance has a 
significantly increased the income of poor households and 
improving the living standards, the impact on productive 
activities is higher compared to the consumption 

(Mahmood et al.; 2016). However, it usually helps to 
increase borrowers’ income, savings and consumption 
expenditure, to attain more of children’s education and to 
improve housing condition and medical treatment. 
Microfinance increases income and savings which help to 
improve the lifestyle and living standard of the poor 
(Kisto, 2014). Observe that microcredit helps the poor 
create and increase income. To the extent of the poor 
creating income, their standard of living increase (Idalor 

and Imhanlatrimi, 2011). 

Income is considered as one main proxy for poverty and 
expenditure is also other main proxy of living standards 
respectively (Mahmood et al.; 2016). Income and 
expenditure are also related with consumption. The level 
of income and consumption is main determinants the 
living standard and quality of life. Almost all the 
borrowers reported an increase in their incomes which has 
improved their standard of living (Chirkos; 2014). 

SELECTION OF STUDY AREA 

Sariakandi upazila under Bogra district of Rajshahi 
division in Bangladesh as a study area has been selected 
randomly but Bogra district has been selected purposively. 
In this study, both primary and secondary data have been 
used but primary data have mainly been used to analyze 
for regression of the study. Sariakandi Upazila has a total 
area of 408.50 square kilometres (157.72 sq mi). About 
three-fifths is land and two-fifths is water, mainly the 
Jamuna River, which flows south through the upazila. The 
thana was formed in 1886 and it was turned into a 
municipality in 1999. According to the 2011 Bangladesh 
census, there were lived in 75614 households and 270719 
populations of whom male and female are 122442 and 
117641 respectively, only 6.8% of whom lived in urban 
areas. Literacy rate by both sex in the upazila was 32.3% in 
2001 while male and female were separately 37.1 % and 
27.3% and raised to 36.9% in 2011 while the rate literacy of 
male and female 40.4% and 33.4% respectively. In case of 
land distribution, the ownership of agricultural landowner 
and landless are 56.61% and 43.39% respectively. Main 
sources of income are agriculture, non-agricultural 
labourer, industry, commerce, service, transport and 
communication. Main crops are paddy, jute, wheat, 
mustard and vegetables. There are two centers under two 
branches namely Sariakandi and Fulbari branches. The 
two branches are indentified on the map of sariakandi 
upazila that is presented below. 

 

METHODOLOGY 

Primary data have been collected from 198 respondents 
who have been involved with microfinance of Grameen 
Bank at least four years ago through interview method 
using questionnaires. In this study, qualitative and 
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quantitative data have been also used for data analysis. To 
achieve this study objective, both statistical and 
econometrics analysis are used to explore the impact of the 
microfinance of GB on living standard. As statistical 
method, Chi-square test has been used to achieve first 
objective where data have been collected from the borrowers 
of GB following the five Likert scales such as strongly agree 
(SA), strongly disagree (SA), agree (A), disagree (DA) and 
undecided (UD) following (Abiola and Salami; 2011). The 
formula of chi-square can be written such 

 

Where, Eij is expected frequency; Oij is observed frequency; 
i and j are row and columns; RT and CT are row total and 
column total respectively and n is ground total. Degree of 
freedom (df) is (r-1) (c-1). 

On the other hand, OLS regression is also used to achieve 
second objective. Expenditure is one main factor of living 
standard (Mahmood et al., 2016). Expenditure is not 
influence only amount of microcredit from GB but also 
other factors that is formulated as follows: 

 

Where, Ei is average monthly expenditure of borrowers of 
GB which is continuous variable and Xi is a set of socio-
economic factors that influence expenditure of borrowers. 
Where average monthly expenditure (AEXPEN) is 
dependent variable and explanatory variables are total 
savings (TSAV = β1); amount of loan from GB (LON = β2); 

family size (FS = β3); average level of education (AEDU = 
β4); average monthly income (AINC = β5); number of 
income earner (ERNR = β6) and land size (LAN = β7). On 
the basis of the above factors, a specified linear regression 
can be written as given below: 

 

The above (3) equation is estimated by OLS regression 
method. In addition, ANOVA test has been also used for 
searching statistically significant association between 
amount of loan and other important factors of living 
standard. 

RESULTS AND DISCUSSION 

In this section, results of chi-square test for hypothesis 
and OLS regression have been discussed that has been 
presented below: 

Results for hypothesis test 

The results of data analysis of borrowers’ report are found 
in table in 1.1 that about 72.2 percent of the borrowers have 
answered strongly agree that their savings has been 
increased at present. There are two types of savings such as 
mandatory and voluntary savings. Due to the obligatory 
imposed for mandatory savings by institutions, they are 
bound to keep an amount of deposited money in any 
financial institution is defined as obligatory savings. Income 
and household asset of borrower’s households have also 
been increased that 75.3 percent and 80.6 percent of the 
borrowers have strongly agree and the lowest percent of 
borrowers are undecided that is 0.5 percent of increase 
income and 1.0 percent of increase asset respectively. 

Table 1:  Data Analysis of Borrower’s Report 

 

Source: Calculation from Field Survey, 2017

It is shown in above table 1 that average education level of 
borrowers’ households has improved at present. Because GB 
provides education loan among the borrowers’ children and 
it has a contribution on improvement of children education. 
Borrowers of GB are not satisfied on the rate of interest that 
56.1 percent of borrowers are disagree. The rate of interest is 
high. After receiving credit from GB, borrowers have 
employed more themselves in income generating activities 
such as non-farming activities. Due to increase self-

employment and engage themselves more in non-farming 
activities, their income and assets have been increased at 
present. About 92.4 percent of borrowers are agree that loan 
procedure of GB is more easily compared to any Government 

bank and MFIs. On the other hand, the calculated value of 2

is calculated following quantitative variables such as savings, 
income, interest rate, employment, assets, loan procedure and 
average education level that has been shown in table 2. 
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Table 2: Data Analysis of Borrower’s Responses 

 

Source: Calculation from Field Survey, 2017 

 

The calculated value of 2 is 948.257 which is more than 

the table value 42.980 represent at 1% significant level. It 
indicates that microfinance of GB has a significant and 
positive contribution on standard of living in rural area 
among their borrowers. 

On the other hand, second objective of this study is to 
determine the impact of microfinance of GB on living 
standard in the study area following quantitative variable. 
Descriptive analysis of dependent and explanatory 
variables are presented in table 3 that has been analyzed 
such as mean, standard deviation, minimum and 
maximum value of the variables.  

Table 3: Descriptive of Variable Analysis of Sample at 
Present 

 

Source: Calculation from Field Survey, 2017 

The results of descriptive analysis show that the lowest and 
highest average monthly expenditure of borrowers are Tk. 
1000 and Tk. 11433.00 and mean value of average monthly 

expenditure is Tk. 4408.79 while lowest and highest 
average monthly income are Tk.1350.00 and Tk. 15666.67 
respectively and mean value of average monthly income is 
Tk. 4896.67. 

The loan amount distribution of highest, lowest and mean 
value among the borrowers is Tk. 9000.00, Tk.70000.00 and 
Tk. 24585.86 in yearly while minimum, maximum and 
mean value of total savings or cumulative savings of 
borrowers are Tk. 850, Tk. 8440.00 and 3404.29 
respectively. On the other hand, other variables such as 
family size, average level of education, income earner and 
land size are also shown in the above table. 

Table 4: Partial Correlation Matrix of the Explanatory Variables 
for Average Monthly Expenditure (AEXPEN) at Present 

 

Source: calculation from Field Survey, 2017 

The partial Correlation matrix of the explanatory variables 
for average monthly expenditure shows in table 4 that 
correlations are very smaller which don’t have significant 
effect on the estimated variances and co-variances of the 
estimators. So it can be said clearly that though 
multicollinearity always exists and also does here but 
multicollinearity existing in this model is not problem as 
well as not significant. 

Results for OLS Regression Analysis for Expenditure 

Equation 

OLS Regression analysis has been use to test impact of 
microcredit on Living standard where average monthly 
expenditure is dependent variable which is influenced by 
some explanatory variables have been mentioned in table 
5. Results of OLS Regression for average monthly 
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expenditure equation have been found in table 1.5 that 
observes about 43 percent of variations in the dependent 
variable is explained the variation in independent 
variables integrated in case of the equation that is seen by 
the value of R2 (R2 = 0.43). The overall significance and 
fitness of the OLS model are checked by F-value (F = 24.46). 
It indicates that the explanatory variables consistently 
predicted the dependent variable of the OLS model for 
expenditure equation. The mean value of VIF test and 
value of Durbin-Watson test is 1.04 and 1.88. There were 
no serious problems such as multicollinearity and 
autocorrelation for OLS model analysis but might be 
existed heteroscedasticity problem in this model. The 
results show that the coefficient (607.792) of the variable 
amount of credit is positive and statistically significant of 
level at 1 percent with average monthly expenditure of 
borrower’s households. This means that average monthly 
expenditure of borrowers’ household will be increased by 
Tk. 607.792 if addition Tk.1000 amount of credit is 
increased with the loan. This additional loan may be 
expended for consumption including food and non food, 
school fee of children, medical treatment, various occasion 
and investment in productive sector in case of farming and 
non-farming activities. Other important factor is savings 
for poor people whose average monthly expenditure is 
more compared to income and savings of rich people. In 
economics, savings are defined as income minus 
consumption .The coefficient of total saving is 454.814 
which is positive and statistically significant with average 
monthly expenditure that means that if total savings of 
borrowers increases, expenditure will be increased. This 
savings can help these people become financially secure 
and provide a safety net in term of emergency. The 
respondent of MFIs can expend in making new house, 
sudden loss of income, loan repayment, education, 
treatment etc. 

Table 5: OLS Regression Analysis for Average Monthly 
Expenditure (AEXPEN) 

 

Number of obs. = 198; F (6,191) = 24.46; Prob.> F = 0.0000; R2 
= 0.4345; Adj R2 = 0.4168; and Root MSE = 1894.4 

Note: ***Significant at 1%; **Significant at 5% and *Significant 
at 10% 

Source: Calculation from Field Survey, 2017 

It is found in the above table 1.5 that the coefficients of 
average level of education, average monthly income and 
land size are statistically significant and positive 
relationship with dependent variable. On the other hand, 

the coefficients of family size and number of income 
earners are insignificant with dependent variable. 

ANOVA Test of Amount of Loan and Other main factors 

of living Standard 

The result of One-way ANOVA test reveals that there is 
statistically significant relationship between total savings 
(TSAV) and amount of loan at 5 percent level shown in 
table 1.6. Again, it is shown in the same table, the result of 
the one-way ANOVA test investigates that there exists 
statistically significant association between average level 
of education of borrowers’ households and amount of loan 
at 5 percent level at present. The results of the one-way 
ANOVA test investigate that there exists statistically 
significant association among average monthly income 
(AINC) at 5 percent level, income earner (ERNR) at 1 
percent level and total land (LAN) at 1 percent level with 
amount of loan from Grameen Bank (LON). 

Table 6: ANOVA Test of Amount of Loan and Others such 
as Total Savings, Average Level of Education, Average 
Monthly Income, Income Earner and Land Size 

 

Source: Calculation from Field Survey, 2017 

CONCLUSION AND RECOMMENDATIONS 

Microfinance of Grameen Bank like MFIs plays a vital role 
in alleviating poverty and improving the living standard 
of borrower’s households in study area of Bangladesh. The 
result of chi-square test in this study is shown that 
microfinance of GB has a positive contribution on increase 
savings, income, employment opportunities, assets and 
average level of education. It indicates and hypothesis (H1) 
that microcredit has positive contribution on increase 
standard of living in rural poor people. On the other hand, 
the results of OLS regression show that microfinance of GB 
has positive significant impact on average monthly 
expenditure that indicates improved on living standard. 
The results of one way- ANOVA test shows that total 
savings of borrowers’ household, number of income 
earners, average level of education in the borrower’s 
households and average monthly income are also 
significant association with amount of loan. 
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Recommendations 

There are no sources in the current document. 

 Obligatory savings condition should be relax in GB. 

 The rate of interest should be set up with other 
commercial banks. 

 The size of loan should be extended according to 
demand of loan and type of business. 

 GB should be emphasized more on disadvantage rural 
area to in case of selecting respondents. 
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