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A Comprehensive Study of Factors Affecting on Micro Finance Loan Repayment
By

R G S Thilanka

ABSTRACT

With the emergence of microfinance a whole new chapter has begun by giving loans to
the so called “poor” who is notin a position to transact with the normal financial
institutional mechanisms. It has become a “social business” in many developing countries
especially in the South Asia. Although microfinance has a social purpose, it also needs to
be sustainable.

In this context the researcher gave an attempt to identify the factors affecting
microfinance repayment. The study was carried out with three main objectives namely
factor identification, analysing the relationship of socioeconomic factors to repayment
and proposed possible strategies. To achieve this four main hypotheses, their respective
independent variables are tested against the repayment status. A sample of 264
respondents was used for the statistical analysis. The population has been clustered into
three main districts of Matara, Galle and Hambantota. The method used for the analysis
is the binary logistic regression model.

The findings of the data is categorized under four main sections of determinants,
socioeconomic, group, loan and intuitional. The determinants , marital status, formal
educational level, average monthly income ,business record keeping, percentage of loan

increment, belongings , number of members in a group , loan officer’s visits, proximity
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and interest rate have been identified as significant to the repayment status. The study

concludes that socioeconomic factors were the most influential determinants in payment.
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