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ABSTRACT

The major focus of this research is to see how present microfinance practices affect the growth of
entrepreneurship among university students in Sri Lanka. The majority of the researchers have
worked in the fields of microfinance and microbusiness development, as well as rural women's
development and entrepreneurship. Microfinance methods have played a vital role in the
development of the economy and the reduction of poverty in rural parts of nations such as Sri
Lanka, Bangladesh, Malaysia, Kenya, and Africa, among others. Even if microfinance is a broad
notion, it is built on a foundation of major components and models. Microcredit, Advisory
Services, and Training programs were used in this research. The research outcomes are derived
from quantitative data in this study. The population consisted of university students, and the
sample consisted of 384 respondents chosen at random by the researcher. Structured
questionnaires consisting of likert scaled questions and questions for abstracting the general data
of the participants were employed as data collection methods, and the instruments' reliability was
satisfactory. Since this study is based on quantitative data, descriptive statistics, correlation
analysis, and regression analysis were used to examine the data. The findings revealed that
microfinance methods had an impact on university students' entrepreneurship growth. According
to the research findings, the four hypothesis assertions were accepted. After all, this study
concludes that existing microfinance practices can be effectively applied to the entrepreneurship
development of university students in Sri Lanka as a solution to non-performing loan ratios, bad
microfinance debts of microfinance institutes as well as financial institutes engaged in the
microfinance industry, and the barrier that exists for university students in financing their startup

businesses.

Key Words: Microfinance, micro-credit, advisory services, training program, Entrepreneurship

development, University Students, Financing Startup businesses.



TABLE OF CONTENT

ACKNOWLEDGEMENT ...ttt st b et sbe e beennne s i
A B ST R A CT ettt b e e e bt hb e e ke e Rttt eRe e bt e Rb e be e nhr e e beennee s iv
TABLE OF CONTENT ...ttt ettt e et e et nnn e v
LISt OF TADIES ... bbbt b e bbb bbb IX
TS o) T U ST Xi
LiSt OF ADDIEVIALIONS ..ottt bbb Xii
CHAPTER 01 — INTRODUCTION ...ttt 1
1.1 INEOTUCTION ..ottt bbb 1
1.2, ReSEArch ProDIBM........c.oiiiiiic s 2
1.3, RESEArCN QUESTIONS .....civviiiiiitie e sttt ettt re e be e st e e ebe e s be e sbaesnbeesbeesrbeesbeesnbeentees 4
1.4, RESEAICN ODJECHIVES .....eciiiticiieeie ettt st re e b e e be e e sreereenee e 4
SPECITIC ODJECLIVES ...t bbbttt bbb beene e 4
1.5, Significance Of the STUAY .......ccooiiiiii s 4
1.6, ChAraCteriZation .........oooieiiiiiieieie ettt bbb 5

2. CHAPTER 02 - LITERATURE REVIEW .....ccuiiiiii e 7
2.1 INEOTUCTION ..ot b bbbttt b 7
2.2.  Introduction t0 IMICIOTINANCE .......cuviiiiiieieeie e 7
2.3, History of MICIOTINANCE ........coiiiiiiieeee bbb 8
2.4, Overview Microfinance in Sri Lanka............ccoooiiiiiiiiiiie 8
2.5.  Need of Entrepreneurs to the Economy and SOCIELY .........cccevvviiiiiiiieiiic v 9

2.6. Entrepreneurship Development Among University Students..........ccccoovvvevveiiieiiieeinnns 10
2.7. MICro FINANCE PraCtiCeS ........ccuiiiiiieiiieieite st 12
2.7. 1. IMHCIO Creil.....ooeieiiiiiei e 12



2.7.2.  TraiNiNg PrOQramS .....ccuiiieieeieiie st ese et e ettt e ste e te e e steenaesneesneeneesneennas 12

2.7.3. AUVISOIY SEIVICES ..c.vveiiiiieiteeieiiesteese e s e e et et e e este e teesaesseesteeseesneesteeneenneennas 13

3. CHAPTER 03- DATA AND METHODOLOGY ....c.oiiiiiiieiiiienee e 15
3.1, INEOTUCTION ..ottt bt 15
3.2, RESEAICN DIBSIGN. ...ccuiiuiiiiitiitiiie ettt bbbttt nb e 15
3.3, RESEArch APPIOACH ......ocuiiiiiiiiiiiee e 16
34, RESEAICN SEIAIEQY .. .. eeiieeiitiiti ettt 16
3.5, POPUIALION. ...t 17
3B, SAMPIING. ..ttt bbbt 17
3.7. Data Collection MEthod ..........ccoiiiiiiiee s 17
3.8.  Questionnaire Development Method ...........c.ccoeiieiiiic i 17
3.9.  Data ANalysiS TECANIQUES ........ecveiieeieiie ettt reenae e e 18
3.9.1.  DeSCrIPLIVE STALISTICS ...uveivreeeiieiieee ettt et e e e eeeneeeas 18
3.9.2.  Correlation COEFFICIENT........ccciiiiiiiiic e 18
3.9.3.  RegresSiON ANAIYSIS ......coviiiiiieiieece ettt 19
3.9.4.  Analytical MOEl ........cooouieiceee s 19
3.10.  Conceptualization FrameworK...........c.cccveiiiiiiiiiiie e 20
3.11.  Operationalization TabIe ..o s 22
3.11.1.  Operationalization Table for Independent Variable .............ccoooviiiiiiiiiinn, 22
3.11.2.  Operationalization Table for Dependent Variable.............ccoocooviiiinenieniiinene 23
312, HypPOthesSeS STALEMENT.........ciiiiiiiiie e bbb 24
313, CONCIUSTION .t bbbttt bbb 24
4. CHAPTER 04 - RESULTS AND DISCUSSION ...ttt 24
O I 101 (0o o4 A o] OSSP TP PP PRO 25
4.2, RESPONSES RALE.....ciiiiiiiiiii ittt e et e et e s e e e e e e nnre e e 25

Vi



4.3.  Analysis of REHADIILY........cccooiiieiie e 25

4.4.  Background INTOrMation ........cc.cooeiieiiiie e 26
4.4.1.  ANAlYSIS OF GENAET ....cceviieiiiiee e 27
A4.4.2.  ANALYSIS OF AQE. .o 28
4.4.3.  Analysis of University Status of the ReSpondents............c.ccooveveienenenc i 28
4.4.4.  Analysis of Business Experience of the Respondents ...........ccccooeveieiencienennn 29
4.4.5.  Analysis of FInancial FaClities..........cccociiiiiiiiiiiiie e 29

4.5,  DeSCrIPLIVE ANAIYSIS ..ottt bbb 30
45.1. Descriptive Statistics Of MiCro Credit...........coooveiiieiiiiiiiiriesee e 30
4.5.2.  Descriptive Statistics of Training Programs ............ccceereiininininiene e 33
4.5.3. Descriptive Statistics for AdVISOry SEIVICES.........ccciveieiiieiieie e 35

4.5.4. Descriptive of statistics of Entrepreneurship Development of the University
Students 37

4.6, COrrelation ANAIYSIS........ccvciieiiiiie ittt 39

4.6.1. Correlation between Microfinance Practices and Development of Entrepreneurship

OF UNIVEISITY STUABNTS ...ttt 39

4.6.2.  Correlation between Micro Credit and Development of Entrepreneurship of

UNIVEISITY STUAENES......cciiieiiiecie ettt be et e s e e saeesae e e sraena s 39

4.6.3.  Correlation between Training Programs and the Development of Entrepreneurship

OF UNIVEISILY STUAENTS ...ttt re e sre e 40

4.6.4.  Correlation between Advisory Services and Entrepreneurship Development of

UNIVEISITY STUGBNTS. ...ttt bbbttt bbb bt eneas 41
4.7, MUItI-COlINEANTLY TEST...c.eiiiitiitiii e b b 43
4.8, REQreSSION ANAIYSIS ....eeuiiiiiiitiiti ettt b e 44

4.8.1. Regression between Microfinance Practices and Entrepreneurship Development of

UNIVEISITY STUBNTS. ....eiiiieiiecie et e bbb e e eeaeeanees 44

vii



4.8.2. Model Summary for Microfinance practices and Entrepreneurship Development of

UNIVEISITY STUAENES......eciiiiiiieee ettt e e e e s se e sreesteeneesreeneean 45

4.9. Simple Regression Coefficient of Microfinance PractiCes .........ccoovvvvivrieenenienieiiennnnn 46
4.9.1. Multiple Regression Coefficient of Microfinance Practices...........cccocvvveiiierennnnne. 47
49.2. ANOVA Test of Multiple Regression Model ... 48
4.10.  Multiple Regression Coefficient of Microfinance PractiCes ...........cccocevvieiviciennnnn 49
4.10.1. Simple Regression FOrMUIA ..o 50
4.10.2. Multiple Regression FOrMUIA .........cccoiiiiiiiiiiiiicee e 50
4.11.  Summary of Hypothesis Statement TEStING ........cccccvvevieiiiieiiese e 51
4.12.  Chapter Summery and CONCIUSION ...........ccviieiieiice e 52
5. CHAPTER 05 — CONCLUSION .....ooiiiiiieiieiieesee e ne e 54
5.1, INEFOTUCTION ..ot bbb 54
5.2, Achievement Of ODJECHIVES ........cvciieiiiiie e 54
5.3.  Main Empirical FININGS........ccooiiiieiiiic ettt 55
5.4, RECOMMENUALIONS ......veuieiiitiieiietiitei ettt b et 56
5.4.1.  New Product DeVelOpmMENT ...t 56
5.4.2.  Policy Implementation ...........ccooiiiiiiiiiii s 58

5.5, Suggestions for FUtUre RESEAICH ........cc.ooiiiiiiiiecee s 60
5.6, LIMITATIONS ....viiiiiiiieee bbbttt bbb 60
5.7, CONCIUSTON. ...ttt bbbttt b bbb 61
RETEIENCES ...t bbb bbb b bbbttt bbb b 63
O N o] 0 L=T 0o [ o0 PSPPSR 74

viii



List of Tables

Table 1: Definitions of Multiple Regression FOrmula.............ccooeoviiiiiiiiniiceec e 19
Table 2: Operationalization Table for Independent Variables..............ccocooiiniiieniiiiiee 22
Table 3: Operationalization Table for Dependent Variable............cccccoooeiiieiiiicicccc e, 23
Table 4 : Reliability Statistics Table.........ccoovii i 26
Table 5: Gender 0f RESPONUENTS...........oiiiiiiiiieiee s 27
Table 6: Age Of the RESPONUENTS .........oiuiiiiieieieee e 28
Table 7: UNIVEISITY STALUS. .....cc.vcieiieiecie ettt be et e esreenneenee e 28
Table 8: BUSINESS EXPEIIEINCE .......ciuveiieiieciee ittt ettt ettt te et s taeae e e be e e aneesreeneenee e 29
Table 9: Data on FINancCial FACIITIES .........c.ovviiiiieiice e 30
Table 10: Descriptive Statistics Of MICIrO Credit ........ccvivveiieieiieiiee e 30
Table 11: Descriptive Statistics of Training Programs..........cccoceviveieiieieesesie e 33
Table 12: Descriptive Statistics 0f AdVISOrY SEIVICES.........ccoviieiieeiiiie e 35
Table 13: Descriptive Statistics on Entrepreneurship Development of University Students ....... 37

Table 14:Correlation between Microfinance Practices and Entrepreneurship Development of
UNIVEISITY STUABNES ... .coiiiiiiiic ittt st e e ra e be e b e s aaesbeeaeeneesaeenteas 39
Table 15: Correlation between Micro Credit and Entrepreneurship Development of University
R0 010 T OSSR 40
Table 16: Correlations between Training Programs and Entrepreneurship Development of

UNIVEISITY STUABNES ... .ooiiiiiiic ettt et e e e be e be e b e s st e sbeesnesneesaeenreas 41
Table 17: Correlations between Entrepreneurship Development of University Students and
AGVISOIY SEIVICES ...tttk bbbt e et b e bbbt bt et et et e b e bt e e s 42
Table 18: Corelations of Multi-Coliniarity Table...........ccocoiiiiii 43
Table 19: Tolerance and VIF ValUES ..........cooiiiiiieice e 44

Table 20: Model Summary for Microfinance practices and Entrepreneurship Development of
UNIVETSITY STUGBNTS ...ttt bbb bbbttt sttt 45
Table 21: ANOVA test results of Microfinance Practices and Entrepreneurship Development of

@Iy 1 YRS (0o (=] ] PP RPPPP 45



Table 22: Coefficients of Microfinance Practices and Development of Entrepreneurship of the

UNIVEISITY STUABNES ... .eitiiiiiiciie ettt e e e e be e beeseesseesreeeeeneesneeneeas 46
Table 23: Model Summary of Multiple Regression Model ... 47
Table 24: ANOVA test of Multiple Regression Model ...........cccoeiiiiiiiiiiniieieee e 48
Table 25: Coefficients of Multiple Regression Model .............ccoovveiiiiiiciecece e 49
Table 26: Summary of Hypothesis Statement TEStING ........ccocvvveiiieiiiie e 51



List of Figure

Figure 1: Conceptual Framework

Xi



List of Abbreviations

BRI
CAPS
EDP
HNB
LMFPA
LOLC
MBSL
MF
MFI
ME
NPL
VIF
WHO

Bank Raykat Indonesia

Co-operative Agriculture Production and Sales Societies
Entrepreneurship Development Programs
Hatton National Bank

Lanka Micro Finance Practitioners’ Association
Lanka Orix Leasing Company

Merchant Bank of Sri Lanka

Micro finance

Micro Finance Institutions

Micro - Enterprises

Non-Performing Loans

Variance Inflation Factor

World Health Organization

Xii



