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ABSTRACT 

 
In this paper I have discussed the structuring of microfinance and how microfinance deals with the empowering of microfinance. 

NGOs play a vital role in microfinance to empower poor and needy people’s especially women in rural areas. It is one of the crucial 
factors which are dominated by many programs, schemes, and mainly self-help group. This paper also finds to examine the poverty 
alleviation, socio-economic, and empowerment of its beneficiaries. 

This the paper is a humble attempt to address the issue for poverty, why only women face a lot of problems in rural areas more 
than urban areas, there were limited access of women to housing, their dependency land. This paper also examined the initiative taken by 
the microfinance institution and some of the steps are taken through social, economic empowerment which results in their own role in rural 
areas. 
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I. INTRODUCTION 
In India, more than 325 million people live below the poverty line, and 70 

percent of the world’s poor are women. Many don’t have access to financial services due to this 
they used to have trouble saving money and they were looking for a way to build up their 
savings, so in this situation, microfinance plays a major role to help out those needy peoples.  

In the field of microfinance, there were surveys going on but according to the 
Global Findex survey, there was only 5 per cent of women’s who receive bank loans in their 
account as compared to 11 percent in China and also according to the sixth economic census 
only 98 per cent of women work in the informal sector out of which they prefer 
entrepreneurship in India1. 

Microfinance is the basic structure of financial services to the poor. These 
financial services may take the form of micro-savings, microcredit, and micro insurance. 
Microfinance also refers to microcredit2. Microfinance is commonly used in consigning issues 
related to poverty alleviation, financial support to micro-entrepreneurs, gender development, etc. 
It is one of the most management present in emerging countries and developing countries 
(mainly in India and Africa). Microfinance plays a vital role in increasing women’s participation 
in economic activities and decision making in which poor women who have the opportunities to 
access credit or avail loans to get rid of poverty by creating job opportunities other than their 
traditional households responsibilities but this time women have something for themselves and 
their children without too much becoming depending on their husband’s salary or income. 

According to Merriam Webster, it states, “The act or action of empowering 
someone or something which granting of the power, right, or authority to perform variously acts 
or duties”. Hashemi, Schuler, and Riley (1996) added that empowerment strengthens the innate 
by way of acquiring knowledge, power, and experience while Baltiwala (1994) stated that it also 
includes control over resources that are physical, human intellectual, and financial and over the 
ideology that is beliefs, values, and attitudes. Nevertheless, Mayoux (2000) gave three common 
notions in empowerment that is change, choice, and power. 

                                                             
1 H.P Singh, Microfinance and Women Empowerment, Financial Express (Jan. 23, 2019, 5:58 PM), 

https://www.financialexpress.com/industry/why-micro-finance-and-women-empowerment-go-hand-in-
hand/1452759/ 

2Microfinance,https://www.ada-microfinance.org/en/about-ada/definition-of-
microfinance#:~:text=Definition%20of%20microfinance%20%3A,having%20little%20or%20no%20income. 

https://www.financialexpress.com/industry/why-micro-finance-and-women-empowerment-go-hand-in-hand/1452759/
https://www.financialexpress.com/industry/why-micro-finance-and-women-empowerment-go-hand-in-hand/1452759/
https://www.ada-microfinance.org/en/about-ada/definition-of-microfinance#:~:text=Definition%20of%20microfinance%20%3A,having%20little%20or%20no%20income.
https://www.ada-microfinance.org/en/about-ada/definition-of-microfinance#:~:text=Definition%20of%20microfinance%20%3A,having%20little%20or%20no%20income.
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II. ORIGIN OF MICROFINANCE 
In 1976, Dr.MohammedYunus who is the Godfather of the microloan small 

amounts of credit given to entrepreneurs too poor to qualify for traditional bank loans and also 
the winner of the Nobel Peace Prize in 20006, also a Professor of Economics at Chittagong 
University Bangladesh came up with the new concept of lending to groups of poor needy 
women. He gave loans to them without any collateral but on a higher interest rate. On the basis 
of the success of this pilot project, Grameen Bank was set up. Dr. Mohammed Yunus also called 
the “banker of the poor” has been the founder of the first micro-credit institution. The members 
of the Grameen bank are also the owner of the bank. The group normally consists of five 
members and the liability to repay the loan lies with the individuals. Obviously, the loan is given 
on the basis of trust only; this success of Grameen Bank proved that poor needed access to 
financial service. Microfinance in India evolved to fill the gaps created by formal banking 
institutions. It started in 1970. Shri Mahila SEWA (Self Employed Women’s Association) 
Sahakari Bank in Ahmadabad and working women’s forum in Tamil Nadu were the pioneers3. 

A. Clients of Microfinance 
 Landless laborers engaged in agriculture, mining, and 

construction. 

 Small and marginal farmers 

 Rural artisans and weavers 

 Self-employed in 
i) Urban informal sector 
ii) Non-farm activities 

 And women 

III. MICROFINANCE INSTITUTION 
Microfinance institutions are those institutions which help needy peoples 

especially poor women’s through financial and non-financial products. There are so 
microfinance institutions which are registered in India. Microfinance institution was established 
in December 2009 as a society under the Andhra Pradesh Societies Registration Act, 2001. Their 
main purpose to increase the income level of poor peoples. MFIS are basically run by two 
institutions that are Self-help group (SHG) and Non- Governmental Organizations (NGO’s). 

                                                             
3 Hemant Singh, Microfinance Institution in India: Salient features, Jagran Josh (May 30, 2019, 18:22 IST), 

https://www.jagranjosh.com/general-knowledge/microfinance-institutions-in-india-1448530197-1 

https://www.jagranjosh.com/general-knowledge/microfinance-institutions-in-india-1448530197-1
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NGOs are a significant player in the microfinance sector. It is a voluntary 
organization established to social intermediation. Mysore Resettlement and Development 
Agency (MYRADA) were the pioneers to promote self-help groups. 

An SHG is a registered or unregistered group of 15-20 members who have a 
relatively and homogenous social and economic background and have voluntarily come together 
to save a small amount to a common fund and they meet their basic needs on the basis of 
mutual help. They basically meet women in villages by MFI; they serve their best skills to help 
women. Microfinance is used by SHGs to meet the survival needs, diversify their source of 
income, meeting fay to day requirement of funds, and setting up of micro-enterprise. 

Micro Finance Institutions primary objective is to work towards the vigorous 
development of the microfinance sector by promoting4: 

 Responsible Lending 

 Client Protection 

 Good Governance 

 A supportive regulatory environment 

Some other microfinance institutions are: 

 Self –help group: It is a democratic body formed by SHGs, 
belonging to a certain geographical area to represent their common cause to 
policymaking bodies and facilitate a linkage between SHGs and other agencies. 

 Apex Microfinance Institutions: Basically, they are indirect 
services to MFIs. 

 Association of MFIs: This is one of the most interesting one 
because in this Sadhan is the designated national associations of community 
development finance institutions5. 

Empowering Women through Microfinance is one of the best ideas which are 
merely stood by some institutions. For example, Mann DeshiMahilaSahakari Bank is a rural 
cooperative bank that specifically helps women. 

According to the International Finance Corporation (FIC) report, they invested 
$564 million in equity and debt by including $5 million in Utkarsh which created a market for 
microfinance basically which now has $400 micro-banking office which serves 1.7 million 
borrowers, including one of the needy women who are very popular name Irawati Devi, she 
basically took small loans to lift her and her seven children. In the present scenario International 

                                                             
4 MFIN, Powering responsible finance, https://mfinindia.org/about-us 
5The many positive impacts of self-help groups, 

https://www.wsbiesbg.org/Events/WorldCongress_2018/Pages/Self-Help-Groups.aspx 

https://mfinindia.org/about-us
https://www.wsbiesbg.org/Events/WorldCongress_2018/Pages/Self-Help-Groups.aspx
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Finance Corporation (FIC) has an investment in more than a dozen numbers of financial 
institutions in India. 

IV. ROLE OF MICROFINANCE IN WOMEN 

EMPOWERMENT 
Women, especially poor mothers who lift up to herself and her family, what they 

do they just divide their time between productive role and family reproductive role. These 
women want to fulfill the multiple demands of the households and as well as the market place. 
The best way to increase women’s credit the microfinance institution should increase the 
accessibility of working capital should do something interest with the lending programs which 
basically do not require conventional forms of collateral, promote credit policies, and introduce 
savings mobilization.  

 

A. MICROFINANCE INITIATIVES IN INDIA  
1. Economic Growth 

From the last two decades, those women who are on the business have seen a lot 
of improvement and all credits go to the economic growth and growing focus on empowerment 
and due to this impact government also introduces many funding schemes for women who are 
working in the sector. 

2. Stand Up India Scheme  

The objective of this scheme to empower Women’s, SC’s, ST’s, and other 
backward classes. They facilitate bank loans between 10 lakh and 1 crore to them and at least 
one-woman borrower per bank from any branch for setting up greenfield enterprises and these 
enterprises can be manufacturing, factories or in the trading sector, and in case of no individual 
enterprises, they can apply for the same6. 

3. MUDRA Scheme 

In this scheme, the loan can be provided up to 10 lakh to the non-corporate, 
non-firms, and small institutions. These loans can be given by commercial banks, rational rural 
banks, cooperative banks, small finance banks, and another MFI’s7. Basically, they encourage 

                                                             
6https://www.standupmitra.in/ 
7https://www.relakhs.com/mudra-bank-govt-scheme-loans-small-

business/#:~:text=The%20main%20objectives%20of%20Mudra,focus%20areas%20of%20Mudra%20Bank. 

https://www.standupmitra.in/
https://www.relakhs.com/mudra-bank-govt-scheme-loans-small-business/#:~:text=The%20main%20objectives%20of%20Mudra,focus%20areas%20of%20Mudra%20Bank
https://www.relakhs.com/mudra-bank-govt-scheme-loans-small-business/#:~:text=The%20main%20objectives%20of%20Mudra,focus%20areas%20of%20Mudra%20Bank
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entrepreneurs and small business units to expand their capabilities and to reduce over-
indebtedness. Further MUDRA loan divided into three categories: 

 Shishu: They covering loans up to Rs 50,000. 

 Kishor: They covering loans above the Shishu scheme and up to 
Rs 5 lakh. 

 Tarun: They covering loan above the Kishor scheme up to Rs. 10 
lakh. 

Pradhan Mantri Employment Generation Programme (PMEGP) 
The main objective of this scheme to generate employment activities in urban 

and rural areas in the whole country by setting up new self-employment adventures, projects, and 
new enterprises. This scheme can provide loan up to Rs 50 lakh also at least up to 25% subsidy. 
In this scheme, women are created as special treatment and can be provided up to 35% of 
subsidy8.  

V. EMPOWERING WOMEN THROUGH 

MICROFINANCE 
Women empowerment is a worldwide challenge because many poor women have 

been downgraded to the backside and being under the control of men which results in unfair 
social. Access to credit plays a major role in empowering women and for the development of 
society; access to credit is one the most important role. Sometimes women’s empowerment on 
men and hence results are not all in a good sense. There are five dimensions of women 
empowerment which results in anticipation of microfinance: economic, social, political, legal, 
and physiological. In India, for women empowerment, there are only three considered such 
dimensions like economic, financial, and social empowerment to construct women 
empowerment index and also constructed microfinance outreach Index. 9 

Apparently, women’s empowerment construction index followed the same 
process as they do now also. For each and every dimension (economic, financial, and social) 
the static performance of the state would be in respect for national income and it would be 
calculated too. Then the static performance of the state was divided among the women 
according to the share of women households because they do really hard work for the 
country. It also found that participants experience an increase in monthly income thus, it  

                                                             
8https://msme.gov.in/schemes/pm-employment-generation-program-and-other-credit-support-schemes 
9Bismark Addai, Women Empowerment Through Microfinance: Emprical Evidence, Journal of Finance 

and Accounting, Vol 5, No. 1, 2017, pp 1-11 doi: 10.11648/j.jfa.20170501.11 

https://msme.gov.in/schemes/pm-employment-generation-program-and-other-credit-support-schemes
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concluded that an all-inclusive microfinance system would strengthen the process of financial 
inclusion in India and thereby would promote women’s economic empowerment. Basically, it 
only focused on merely establishing the strong relationship between microfinance and women 
empowerment without paying attention to other women empowerment which faces day to 
daily life problems attributes such as age, occupation, marital status, and educational 
background which dully effect on such a relationship existing between microfinance outreach 
and women empowerment10.  

A. OBJECTIVES OF WOMEN EMPOWERMENT 

There are many objectives of women empowerment and some of them are: 

 It creates the strong national network of public, private, social, and NGO’s 
centers for delivering child health services to any poor peoples and these services are free 
and available twenty-four hours. 

 They identify the loopholes in the empowerment of women and especially the 
development of the future of their children. 

 They open free centers of health and food so that they can provide free services 
related to any kind of health issues, for example, they stretched the availability of safe 
abortion.  

 To improve their living process to promote women’s empowerment. 

 To encourage other peoples who were suffering from the same and also they talk 
about each and every policy regarding whole work of women’s. 

 To reduce the hard work of women basically covert the hard work into smart 
work. 

 Free medical services, water services, free fuel but it is limited as per the capacity 
of women, especially food services and other household things which help them in the 
activities11. 

 

B. IMPACT ON WOMEN EMPOWERMENT 
 

1. Decision Making 

                                                             
10Laha, A. &Kuri, P. K. Measuring the Impact of Microfinance on Women Empowerment: A Cross 

Country Analysis with Special Reference to India. International Journal of Public Administration 37, 397–408 
(2014) 

11 Are Women in India Empowered Enough, Women Empowerment and Globalization- A modern 
perspective, kanishka publishers, distributors, New Delhi, p.241, 2009. 
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Especially in India women are very quick in their decisions and almost their 
decisions are on the right way and their decisions involve both the making family level and 
obviously community at the large well there is a critic between the inter-relation that women 
should understand the status of financial issues. Due to these financial crises, women’s who 
cannot afford even one-time food for herself and family so they took bad decisions like they 
went houses for working, doing bad stuff and this is all because of the financial condition where 
women are affected and hence they remain the same12. Their decisions would be regarding 
business investment, ideas, and especially family members. There is only a way were women 
become “empowered” and that is through the help of microfinance institutions and can enjoy 
their greatest control over the household thing and can increase the power of women within the 
households. In many cases of violent acts and abuses of women especially by men’s or society 
due to doing work in public places in that microfinance would be lead as third-party scrutiny13. 

2. Women and their organization 

The current scenario of working women is rapidly increasing because there were 
no wages for them where they can approach their basic needs so they started working in the big 
houses, schools, institutions, and downgrade work in the offices. To avoid those kinds of work 
they bring down many women together for mentoring and organizations and this would lead 
them so many benefits. Microfinance institution helps them, they go to the villages bring out the 
meetings among them, they both found solutions for the problems. They encourage women’s 
anticipation and participation in trade unions of informal workers and other organizations.  Also, 
there were many organizations between gender quality and levels of growth of income basically 
gender equality is much more positive than the levels and rates of growth of income14. 

3. Health and Education 

In today worldwide there are more than 3500 MFI’s which provides many 
financial services and credits to poor people’s especially women’s which helps in their 
households to generate income and consumption and willingness for health work.  

                                                             
12 Taneja Kanika (2009), Microfinance the new mantra of rural finance to reduce poverty case study, Delhi 

business review, Vol. 10, No. 2 
13 K Swapna, Role of microfinance in women empowerment, Volume 7, Number 1 (2017) 
14 Research reveals several channels though which rising incomes can improve gender equality. As 

countries develop, fertility rates fall, facilitating women’s work outside the home. The returns to education increase, 
encouraging investment in education and creating a more productive workforce. Technological progress reduces the 
time necessary for household care work, increasing the time women have to work in higher-productivity activities. 
Demand shifts to services where the employment of women tends to grow relatively faster, and norms and 
expectations limiting women’s economic expectations and opportunities may ease. See World Bank. 2011. World 
Development Report 2012: Gender Equality and Development. Washington, DC. 
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Microfinance institutions provide health programs that have a positive impact on 
leading causes of death due to under nutrition, which constitutes 53% of all childhood deaths, 
and diarrhea, which is the most common cause of illness and the second a leading cause of child 
deaths in the world 

For example, in today's girl's education there were only 74 girls who were 
enrolled in primary school for every 100 boys in school, and this held in the 1990’s survey in 
southern Asia, and still, in 2012 the enrollment ratios remain the same. Even girls are facing the 
same problem there because they were not allowed to entering in the school whether they belong 
to the primary or secondary centers of Saharan Africa, Oceania, and Western Asia. Girls also 
face barriers to entering both primary and secondary school in sub-Saharan Africa, Oceania, and 
western Asia. The only disadvantage in education is that it would not be translated into a lack of 
skills, knowledge, and limited opportunities in the labor market. 

4. Reduces gender inequality 

Gender equality refers to the rights, responsibilities, and opportunities of women 
and men, girls, and boys. But it does not mean that women and men are should be treated as 
equals in each and every field but it should be noted that their interest, their needs, and priorities 
of both women and men should be taken into consideration15.  

Meanwhile, the world has achieved the greatest progress in front of gender 
equality but still, there are many loop wholes where especially women won’t get their freedom, 
social life, and their day to daily life needs, there priorities. From the last 30 years, microfinance 
or microcredit is a tool that always providing helps with sustainable financial services to the 
needy peoples, poor’s, especially women, and this helps results in enhancing welfare. According 
to the Microcredit Summit Campaign Report 2015, extreme poverty where people are living in 
that 3,098 microfinance institutions had reached over 211 a million peoples by 2013 and this 
report is literally a shocking report because of these poorest peoples, 82.6 percent or over 95 

million were women16. 

Basically, microfinance enables poor people’s especially women to indulge in 
income activities which normally helps them to become strong in their toughest scenario, 
financially independent, holding power capacity and thee all activities should be done within only 
household and society, this ability of microfinance has the potential to reduces inner gender 
inequality. There is a very impartial negative relationship between women’s participation in 

                                                             
15Quando Zhang and Alberto Posso, How microfinance reduces gender quality in developing countries, 

The conversation (March 2, 2017 6:51PM), https://theconversation.com/how-microfinance-reduces-gender-
inequality-in-developing-countries-73281 

16World Bank, Women, Business and the Law 2018, (Washington, D.C., 2018),  http://wbl.worldbank.org/ 

https://theconversation.com/how-microfinance-reduces-gender-inequality-in-developing-countries-73281
https://theconversation.com/how-microfinance-reduces-gender-inequality-in-developing-countries-73281
http://wbl.worldbank.org/
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gender inequality and microfinance which means when the participation of women increases the 
gender inequality will definitely decrease and results in 15 per cent reduces in gender inequality. 

5. Domestic violence and family relationships 

According to many surveys are on the microfinance institutions when there is 
anticipation or participation of women in any microfinance institution which leads to a gradual 
increase in domestic violence because when the peoples see that women are gradually increasing 
in any kind of work where she is doing. Well, so the surrounding men’s getting jealous and they 
used to beat them or deals with domestic violence but microfinance is the only key where 
women’s economy got strengthen17. 

 

VI. CONCLUSION 
The height of the savagery of women in rural areas is more than urban areas. It 

promised to lift millions out of poverty to empower women and help those on the margins of 
society and according to Dr. Mohammed Yunus, credit should be treated as a human right, 
microloans allowed entrepreneurs in the bottom of the income ladder to realize their dreams and 
yet many have found themselves caught up in a dangerous cycle of death. In India, peoples 
struggled with debt and there are calls here for better regulation of loan companies and more 
leniencies to allow people to default on their borrowing. Microfinance is rapidly increasing but 
the development community is split on whether microfinance is the silver bullet. Well, 80 per 
cent of microfinance beneficiaries are women and whilst the institutions may well be thriving 
and there is often the 97 per cent repayment rate. Well, it is also has been reported that several 
microfinance institutions have been accused of unreasonably at high-interest rates for betterment 
of these peoples can avoid the loans which are being used for everyday living and instead of that 
they can go into the business. The overall impact of microfinance in the developing world 
against poverty has been about zero. 

VII. SUGGESTIONS 
 People should not approach to the money lenders or the loan sharks to carry to their life 

and why they can’t the banking system to cover each and every one.  

                                                             
17 Raji AjwaniRamchadani, The Role of Microfinance in Women's Empowerment: A Comparative Study of 

Rural & Urban Groups in India, 44, Oct. 17, 2017. 
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 Microloans could eradicate poverty within a generation. 

 In rural areas, women should obey the management of the financial institution, should 
attend, and regulate proper functions and meetings. 

 Poor people’s especially women’s should prepare a balanced diet for herself and families 
and women have should and prepare a schedule and self-aware from savings money for 
their household needs. 

 Borrowers whose loans fail to generate new income can take out further loans and push 
them further into debt. 
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