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ABSTRACT 

A pre-requisite to accelerate growth and development in the developing economies requires easy access to safe, 

affordable means of savings and credit as a way to mainstream the lesser privileged sections of the society. The 

eight Millennium Development Goals, which range from halving extreme poverty rates to halting the spread of 

HIV/AIDS and providing universal primary education to all by the end of 2015, form a blueprint agreed to by 

all the world’s countries and leading development institutions. In this context, the potential of financially 

inclusive products, programs and services is extremely crucial. Yet, it is estimated that globally over two billion 

people are excluded from access to basic financial services. The situation is worse in less developed countries, 

where more than 90 per cent of the population is excluded from access to the formal financial system. A large 

segment of society in developing and LDCs has very little access to financial services, both formal and semi-

formal. Lack of credit accessibility has been the major obstruction in promoting microenterprises in rural 

areas. Microfinance plays a crucial role in reaching out to the micro-enterprises as they lack access to the 

services of formal financial institutions; furthermore, they are reluctant to finance rural microenterprises 

because of underlying risk of repayment. In India, the Self-Help Group-Bank linkage programme is the 

dominant microfinance programme that connects between banks and poorer sections of population. 

Microfinance programmes bring the power of credit by way of loans to the poor, without requirement of 

collateral or previous credit record, which in turn lead to the development of micro-enterprises, especially 

involving rural women. This article discussing the Impact of Microfinance on the Socio-Economic Development 

of Rural Women 

Key Words: Microfinance, Socio-Economic Development, Rural Women, Self Help Group, Financially inclusive 

products, financial services  

INTRODUCTION 

Regarding the impact of micro-finance programme on poor it is established that microfinance 

programme has the ability to increase income of poor people, build viable businesses, and 

reduce their vulnerability to external shocks. Increased income transforms into household 

asset creation which actually facilitates in alleviating poverty. Rural women play a significant 

role in the domestic and socioeconomic life of the society. In rural areas, employment 

opportunities for women is worse because of lack of land for farming, lack of alternative 

opportunities and several cultural constraints that prevent them to secure work in urban areas 

for better income. Micro entrepreneurship is an agenda for empowering women, which helps 
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to increase decision-making within a family. In almost all countries in the world majority of 

the business owners are male. However, empirical evidence suggests that more and more 

women are showing interest in small business ownership and many have been running 

business successfully. In general terms, women-led microenterprises tend to be associated 

with activities that provide part-time employment. They are small in size and have loose, 

informal structures, require very little start-up capital, and little or no formal education. 

However, many women entrepreneurs in the developing world have remained illiterate and 

live in poor rural communities.  

One of the most essential factors contributing to success in micro entrepreneurship is 

access to capital and financial services. The direct access to institutional credit to rural 

women is very limited and there is gender bias in extending the credit to them. Women from 

the non-farm sector have better access to banks than the women working in the farm sector. 

Male members of a family have greater influence on women borrowers on accessibility to 

credit utilization and its repayment. In this context, credit for micro-enterprise development 

has been a crucial issue over the past two decades. Empirical evidence recognises that 

investments in women bring about large dividends. It offers the most effective means to 

improve health, nutrition, hygiene, and educational standards for families and consequently 

for the whole of society. Therefore, a special support for women in both financial and non-

financial services is essential.  

Regarding access to financial services, women depend largely on their own limited cash 

resources or, in some cases, loans from extended family members for investment capital. 

Smaller amounts of investment capital effectively limit women to a narrow range of low-

return activities, which require minimal capital outlays, few tools and equipment and rely on 

farm produce or inexpensive raw materials. In general, women need access to small loans 

innovative forms of collateral, frequent repayment schedules more appropriate to the cash 

flows of their enterprises, simpler application procedures and improved access to saving 

accounts. Enhancing the income of micro-entrepreneurs essentially requires management 

skills and education. Orientation of technical knowledge to informal sector is also necessary. 

Recent research has revealed the extent to which individuals around the poverty line are 

vulnerable to shocks such as illness of a wage earner, weather, theft, or other such events. 

These shocks produce a huge claim on the limited financial resources of the family unit, and, 

absent effective financial services, can drive a family so much deeper into poverty that it can 

take years to recover from it. It is thus important to investigate superiority of credit provided 

to micro entrepreneurs by investigating the determinants of income earned from their 
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business. In the present study we have considered some selected socio-economic and 

business related indicators of micro-entrepreneurs, especially among women. Does access to 

MFI finance have a measurable impact on earnings of micro-entrepreneurs compared to other 

means of finance used to run business? The present study attempts to offer an insight on the 

issue. 

Definition of Micro finance: 

Microfinance has come to be referred to as a small scale financial service (including savings, 

credit, insurance, business services and technical assistance) provided to rural people who 

operate small or micro enterprises, provide services, work for wages or commissions and 

other individuals and groups working at local levels. 

Microfinance also helps safeguard poor household women against the extreme vulnerability 

that characterizes their everyday existence. Loans, savings and insurance all elements of 

microfinance help smooth out income fluctuations and maintain consumption levels even 

during the lean periods. Concept of Self Help Group is the most exciting discovery in the 

context of microfinance. The Indian microfinance scene is dominated by SHGs and their 

linkage with Banks. Owing to the importance of microfinance and self help groups in the 

eradication of poverty and in the empowerment of women. 

Nearly 60% of India’s mammoth 1.2 billion population lives in rural areas. Unfortunately, 

India’s rural population is contributing 8% of gross domestic product. India’s formal 

financial services sector is yet to meet the growing need of rural population. India’s booming 

informal lending market bears the testimony to it. To create stability in society, a well-

organized and inclusive financial system should be built for the deprived classes and the 

small enterprises to thrive on it. It would assist them to be part of the growing economy along 

with the reduction in inequality and poverty. Access to easy and affordable credit for the 

backward classes by creating equal and fair opportunity, enables them to integrate better into 

the economy and actively contribute to development. Rural societies in India have suffered a 

continuous erosion of their standard of living due to inadequate access to productive assets 

and financial resources. They have to depend on their informal source of income and are 

supplied with resources at reasonably high price. 

Microfinance is a financial service for poor people and enhances their welfare. As poverty 

eradication strategy, many developing countries have been providing credits to rural poor 

through micro-finance programs. Micro credit programs typically lend to customers through 

community organizations. In India, these organizations are known as ‘Self Help Groups’. 

Apart from banks, post offices and money lenders, SHGs are the major financial service 

Studia Rosenthaliana (Journal for the Study of Research)

Volume XII, Issue VII, July-2020

ISSN NO: 1781-7838

Page No:20



4 
 

providers in rural areas, which are permitted as informal entities to receive bank loans and the 

whole group is responsible for loan repayment. 

1.1 Statement of Research Problem 

The statement of Research problem is to study “Impact of Microfinance on the Socio-

Economic Development of Rural Women”. The article studies the importance of 

Microfinance to Rural people especially women, it discussing the impact of microfinance on 

economic development of Women in rural area 

1.2 Purpose of the Research 

The purpose of the study is to create awareness about microfinance to rural women, the way 

it helps in development of their economic position. 

 Significance of the Research 

Rural finance is a matter of great concern in an agrarian economy like India where most of 

the population depends upon agriculture for their livelihood. Economic development of 

country can be achieved only with the upliftment of the village folk consisting of poor 

households. Co- operative Banks, Commercial Banks and Regional Rural Banks play a 

significant role in financing different segments of rural sector.  In the present globalization 

era, micro finance, micro credit, are enriching the living standards of the poor women.  

1.4 Need for the Research 

The present study focuses on Impact of Microfinance on the Socio-Economic Development 

of Rural Women 

Objectives of the Study 

1. To study the institutional efforts to increase the socio economical position of poor women 

in the rural areas.   

2. To analyze the importance of SHG in rural areas its effect on the economic position of 

rural women 

3. Measures for reducing inequalities faced by socially and economically backward groups, 

ensuring environmental sustainability and ecological balance. 

1.5 Hypothesis 

1.  Socio-economic programs and active role of Banks, NGO’s and Government policies 

would help and prevent the problems of SHG members. 

2. There is significant association between the levels of knowledge of the respondents on 

role of microfinance and SHG’s. 

3. micro-finance has helped significantly in improving the self confidence levels and socio-

economic conditions of the rural women 
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2. Literature Review 

Hamsa (1992) in his article entitled “Women in Economic Development Process” published 

in ‘Southern Economist’ observed that the concern for women in economic and social 

development arises from the relative exclusion of women from the development process in 

different countries across the world. This calls for special provisions for women in self-

employment and for education and training policies to that effect together improvements in 

wages and working conditions. One of the approaches for the integration of women in 

economic and social development, therefore, is to identify opportunities that would provide 

women with more avenues for self-employment and a conscious effort towards the 

development of entrepreneurship among women. 

Agarwal (1998) said in his article “A field of one’s own” that in the present context, 

‘Empowerment’ could be defined as ‘a process that enhances ability of 

disadvantaged(powerless individuals) groups to challenges and change existing power 

relationships that placed them in subordinate economic, social and political position’. 

Empowerment can manifest itself in act of individual resistance as well as in group 

mobilization. Entitling women with land on the one hand, empower them economically on 

the other hand. Strengthen their ability to challenge social and political gender inequalities 

i.e., land rights would enhance women’s “freedom to achieve” or “capability to function” in 

non-economic spheres as well.  

Ajay Tankha (2002) observed in his paper, “Self-Help Groups as Financial Intermediaries in 

India: Cost of Promotion, Sustainability and Impact”, that standard of living index of 

members of SHGs comprising of socio-economic parameters rose, social impact was found to 

be stronger in the case of groups promoted by NGOs than in groups promoted by banks. But 

standards for SHG development should be developed properly. The wider replication of the 

successful models of SHG promotion needs to be undertaken urgently. This requires action 

research and advocacy for bringing about desired changes in relevant legislation 

Thorat (2006) found in his paper entitled, “Microfinance in India: Sectoral Issues and 

Challenges towards a Sustainable Microfinance Outreach in India - Experiences and 

Perspectives”. Microcredit Innovations Department, NABARD, that SHG- Bank linkage 

Programme has done well, has made a tremendous contribution to ‘scale’ and is on a high 

growth path. However, the programme is confronted with many challenges and these need to 

be addressed through appropriately structure challenged to make an increasing contribution to 

‘scale’ consistent with cost, sustainability and efficiency of operations. 
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Das (2013) studied the perceptions of the members affiliated to the SHGs operating in the 

Nagaon, Dima Hasao and Karbi Anglong areas of Assam. A majority of the respondents 

stated that their involvement in the SHGs had led to an increase in their income, savings and 

also increase in their capacity to spend more. On the social front, majority of the respondent 

strongly agreed that their involvement with the SHGs had improved their decision making 

skills, induced social responsibility and created better awareness about health and 

environment. Participants also reported enhanced confidence levels to face problems. 

3. RESEARCH METHODOLOGY 

Research methodology is a systematic plan for carrying out research. The process to used 

collect information and data for the study and some theoretical considerations are discussed.  

Sources of data 

1. Primary data 

It is collected through structured questionnaire from the selected rural women 

2. Secondary data 

 It is collected from the publications and journals, periodicals RRB etc. 

Sample Size 

100 respondents were selected for the data collection 

4. DATA ANALYSIS AND INTERPRETATION 

     4.1                                                    Age 

Age Frequency Percentage 

21-30 years 41 20.7 

31-40 years 86 42.8 

41-50 Years 45 22.5 

51 and above 28 14 

Total 200 100 

The details shown in this table majority of the respondents 257 (42.8%) belong to the age 

group of 31-40 years followed by 135(22.5%) of them were the age group of 41-50, while 

124(20.7%) of them belong to 21-30egroup and remaining last of age group respondents 

84(14%) were from 51 and above years. 

4.2                                                               Gender 

Gender Frequency Percentage 

Male 0 0 

Female 200 100 
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  200 100 

 

The data in this table reveals that all the respondents 200 (100%) are belong to female 

category because of this programme specially meant for supporting the women development. 

4.3                                                            Marital status 

Marital Status Frequency Percentage 

Married 130 65 

Unmarried 0 0 

Divorced 26 13 

Widow 44 22 

  200 100 

 

The data given in this table shows that majority 130(65%) of the respondents were married 

while 26(13.0%) of them are divorced and 44(22%) of the respondents are from widow 

category and no unmarried female taken as sample because of they not eligible for this 

programme. 

4.4                                                           Occupation 

Occupation Frequency Percentage 

Agriculture 36 18 

Labour 100 50 

Petty business 32 16 

Others 32 16 

Total 200 100 

 

The details mentioned in this table reveal that nearly half of the respondents 100(50.0%) are 

labourers next category of the respondents 107(17.8%) were involved in agriculture while 

32(16.0%) of them are having petty business and another category distinguished that 

32(16.0%) percent were unemployed under others category and they are not doing any work, 

it reflects their irresponsible attitude towards family and other important works. If the 

husband is not doing any work, how the family survives in the fast economic dynamic 

society. So the wife has to play, dual role in family and society. Thus, self help group 

provides all their necessities under one roof. 

4.5 Are you member of SHG?  

  Frequency Percentage 

Yes 200 100 
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No - - 

Total 200 100 

 

The data in this table reveals that all the respondents 600 (100%) are the members of the 

SHG because of only group people taken as a sample for this work. 

4.6                                                                Literacy 

Literacy Frequency Percentage 

Literate 120 60 

Illiterate 80 40 

Total 200   

 

The analysis depicted in this table reveals that more than fifty percent of the respondents 

120(60%) were literate while 80(40%) of them were illiterate. 

4.7 Do you feel it is easy to get a loan sanctioned from MFI? 

Opinion Frequency Percentage 

Very much 70 35 

Much 42 21 

No Opinion 18 9 

Not much 34 17 

Not at all 36 18 

Total 200 100 

 

The data given in this table shows that majority 70(35.0%) of the respondents are feels that it 

is easy to get a loan sanctioned from MFI while 70(35.0%) of them feels that it is not easy to 

get sanctioned a loan and rest of the 34(17%) of the respondents have no opinion on this 

aspect  

4.8 Are you satisfied with the activities of MFI? 

Opinion Frequency Percentage 

Very much 66 33 

Much 38 19 

No Opinion 24 12 

Not much 32 16 

Not at all 40 20 

Total 200 100 
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The above table reveals that half of the above respondents 104(52.0%) are satisfied with the 

activities of MFI, while 74(37%) of them not satisfied with the MFI activities and last 

24(12.0%) of the respondents have no opinion for this question. 

4.9 Have you received loan as SHG member?  

Opinion Frequency Percentage 

Yes 126 63 

No 54 27 

Neutral 20 10 

Total 200 100 

 

The details mentioned in this table reveal that the majority of the respondents 126 (63.0%) 

perceived that they received loan through SHG, however 54 (27.0%) of the respondents 

perceived their opinion negatively on this question and rest of the respondents are 20(10%) 

neutral on this aspect. 

4.10 What are the efforts taken by SHGs women towards capacity building? 

Efforts taken on Capacity 

Building 

Very 

much 
Much 

No 

Opinion 

Not 

Much 

Not at 

All 
Total 

Legal awareness on human 

rights, property, etc 
12 9 1 5 3 30 

% 40 30 3 16 11 100 

Able to establish intergroup 

relationship 
10 7 1 4 2 24 

% 42 32 2 15 9 100 

Able to understand 

interpersonal relationship 
7 5 1 3 2 18 

% 39 26 4 18 13 100 

Able to negotiate social 

issues 
9 5 1 3 2 20 

% 45 27 5 14 9 100 

Able to protect against 

female infanticide 
6 5 1 3 1 16 

% 40 32 2 17 9 100 

Willing to participate in 

local government 
9 6 1 4 2 22 

% 42 28 4 15 11 100 

Gain enough political 

awareness 
9 6 1 4 2 22 

% 41 32 3 16 8 100 

Able to do team building 9 6 1 4 3 23 
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% 41 32 2 14 11 100 

Aware of available 

government welfare 

programmes 

11 8 1 3 2 25 

% 45 31 3 12 9 100 

Total 82 57 9 33 19 200 

 

 According to data given in this table 70% said that they were aware of legal rights, 74.6% of 

them were able to establish intergroup relationship, 64.8% was able to understand 

interpersonal relationship, 72.6% were able to negotiate social issues, however various other 

group activities were being arranged for them regularly. 72.3% of them said that they were 

protected against female infanticide. However, importance of girl child and issues on girl 

child were being organized to eradicate sex discrimination. 70.3% were willing to participate 

in local governance. But enough awareness was being created among them. However 73.3% 

of them gaining political awareness, some of them not aware of politics due to their poverty 

and inability to take part in it. 72.8% were able to do team building. Hence an in-depth 

practice was being implemented by SHG scheme. 76.6% of the respondents were aware of 

available government welfare programmes. It is concluded that the capacity building has to 

develop through the education and awareness of women in the rural areas. 

4.11                                            Availability of toilet facility 

  Category of 

Facility 

Frequency Percentage 

  Open 38 19 

Availability of 

toilet facility  

Common 40 20 

  Attached 76 38 

  Public 46 23 

Total 200 100 

 

this table reveal that 76(38.0%) of the respondents are availed with attached toilet facility 

next 46(23) of them still using public toilets while 40(20) of the respondents availing 

common toilet facility and last38(19) of the respondents are even today go to open places for 

toilet. Finally it is reported that majority of the respondents have attached toilet facility. 

4.12                                                            Meals per day 

Characteristics Meals per Day Frequency Percentage 

  

Meals per day 

One 28 14 

Two 104 52 
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  Three 68 34 

Total 200 100 

 

The information indicating in this table reveals that half of the above respondents 104(52.0%) 

taking meals two times per day however, 68(34.0%) of the respondents get three times and 

last remaining 28(14%) of the respondents take once in a day. The income of the family 

increases the meals per day increases. This shows the dynamic change in their life. 

4.13 Do you feel it is easy to get a loan sanctioned from MFI 

Opinion Frequency Percentage 

Very much 70 35 

Much 42 21 

No Opinion 16 8 

Not much 34 17 

Not at all 38 19 

Total 200 100 

 

The data given in this table shows that majority 112(56.0%) of the respondents are feels that 

it is easy to get a loan sanctioned from MFI while 72(35.0%) of them feels that it is not easy 

to get sanctioned a loan and rest of the 16(8.0%) of the respondents have no opinion on this 

aspect. 

4.14 What changes do you perceive in socio-economic status after joining MFI? 

Category Frequency Percentage 

Remained same 60 30 

Increased 104 52 

Decreased 10 5 

Can’t say 26 13 

Total 200 100 

The above table reveals that half of the above respondents 104(52.0%) are perceived that 

increase their socio-economic status after joining MFI, while next majority of the respondents 

60(30.0) said that their socio-economic status is remained same. However 26(13%) of them 

can’t say any response for this aspect and remaining 10(5 %) of respondents surprisingly 

perceived that decrease their socio-economic status after joining in this scheme. 

4.15 Monthly income of the member after joining of SHG 

Category Frequency Percentage 

Highly increased 34 17 

Increased 92 46 

Neither increase nor Decrease 58 29 
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Decreased 10 5 

Highly decreased 6 3 

Total 200 100 

 

Table reveals that majority of the respondents 92 (46.0%) perceived that their income 

increased after joining in the SHG, the next majority of the respondents are 58 (29%) 

surprisingly said that neither increase nor decrease their income levels as a SHG member. 

However 34 (17%) of the respondents are responding positively and said that their income 

levels highly increased after joining in this scheme, 10 (5%) of them negatively perceived 

that their income decreased even joining in the SHG and last only 6 (3%) of them said that 

highly decreased their monthly income as a SHG member.  

4.16 How many times have you received loan? 

 Category Frequency Percentage 

10 times above 56 28 

5-10 times 98 49 

1-5 times 46 23 

Total 200 100 

 

The data represented in this table reveals that nearly half of the respondents 98 (49.0%) said 

that they took loan 5-10 times, however 56 (28.0%) of the respondents said that 10 times 

above they taken SHG loan and remaining 46 (23%) of the respondents said that they get up 

to 5 times loan through this scheme as a member of SHG. 

4.17  For what purpose have you received loan? 

Category Frequency Percentage 

Education 58 29 

Business 30 15 

Domestic Purpose 78 39 

Agriculture 34 17 

Total 200 100 

 

According to this table majority 78 (39.0%) of the respondents received loan for domestic 

purpose. Next58 (29%) of them received loan for education, whereas 34 (17.0%) of them 

received loan for agricultural activities and last 30 (15%) of them received loan for business. 

4.18 Do you agree with the limitations of the micro finance programme in outreach of the 

poor women? 

Opinion Frequency Percentage 

Studia Rosenthaliana (Journal for the Study of Research)

Volume XII, Issue VII, July-2020

ISSN NO: 1781-7838

Page No:29



13 
 

Very much 78 39 

Much 52 26 

No Opinion 26 13 

Not much 32 16 

Not at all 12 6 

Total 200 100 

 

The details given in this table reveals that the majority of the respondents 130 (65.0%) are 

agree with the limitations of the micro finance programme in outreach of the poor women, 

58(29%) of the respondents are not agree with the limitations of the micro finance 

programme in outreach of the poor women and rest of the 26 (13%) of the respondents are 

surprisingly not aware of this opinion.  

4.19 How you feel about the performance of micro finance on women’s development? 

Performance Frequency Percentage 

Very much 92 46 

Much 64 32 

No Opinion 16 8 

Not Much 18 9 

Not at All 10 5 

Total 200 100 

 

The details mentioned in this table shows that an overwhelming majority 156 (78%) of the 

respondents said that they were able to get proper guidance to develop their status. 28(14.0%) 

of them perceived the negative opinion on this aspect and last 16 (8.0%) of the respondents 

neutral about this question. 

 

5.FINDINGS, CONCLUSION, SUGGESTIONS 

Microcredit programmes are aimed at poor women generally poor rural women. The basic 

argument is that lifting needy women out of poverty may help to revitalize the entire family 

unit and improve their condition as well as the household since women typically tend to share 

the benefits at a household level. However, there is often a lack of consensus regarding the 

empowerment potential of microfinance. Some find that microfinance has helped the 

beneficiary women improve their incomes, bear shocks and increase confidence. Other 

studies find that the loans made to women may be controlled by the male members 
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(husbands) resulting in a greater dependence on them for repaying the loan instalments and at 

times it may even result in domestic violence. 

1. The ability to feel the power within is a function of the elements of the ‘Power to’ and 

‘Power over’ variables because until and unless a member is unable to augment her socio-

economic position be it through improved savings capability, access to timely credit or even 

her ability to face medical emergencies. 

2. It is important to note that laying down the basic foundation for ensuring that socio-

economic development occurs, requires institutional efforts since its impossible for a poor 

women in the rural areas. 

3. Measures for reducing inequalities faced by socially and economically backward groups, 

ensuring environmental sustainability and ecological balance. Fund set up by the Central 

Government for socio economic development relief and welfare of women contributions. 

4. The socio-economic conditions of the area affect the capacity of borrower to secure 

adequate credit and repaying ability. The recovery rate of these institutions is remarkably 

high when compared to the whooping non-performing assets of banks in the traditional 

sector. The study revealed that the rural poor have no stress for saving to make repayment of 

MFI loan. This may be due to the very easy terms and conditions of MFI loan given to rural 

poor. 

5.1 CONCLUSION 

The study revealed that the SHG members failed to achieve the objective of women’s 

empowerment economic activity, although they became fully aware of this kind of a social 

necessity through collective participation in SHGs.  

5.2 RECOMMENDATIONS 

1. A significant expansion of microfinance should entail certain prerequisites in terms of 

institutions, innovations, and evaluation that could go a long way in developing an inclusive 

financial system. 

2. Policy initiatives needed to be taken by the state are ensuring adequate funding of MF 

sector for meeting the need of equity and loan able funds, capacity building to enhance the 

quality of SHGs and to meet the growing human resource development needs for an effective 

performance 

3. To make micro finance a sustainable activity, the repayment rates for the SHGs need to be 

improved by proper monitoring.  
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4. In order to extend the micro-finance sector to rural sector MFIs should add other various 

types of coronary services where its potential exists. Such services may include as credit for 

health care in villages, credit services for commercial use etc. 

5. While the policy has brought the sector to its current state of development, to enable the 

sector to grow further in an orderly manner, the state in India is to come out without any 

delay with a proactive policy and an understanding law for microfinance so that its full 

potential for poverty alleviation and empowerment is realized.  
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