
1 
 

 

 

 

SUB-THEME:   “ROLE OF MICROFINANCE IN WOMEN EMPOWERMENT IN INDIA” 

 

 

  

 

NAME & ADDRESS OF THE AUTHOR: 

PROF. Ms. SHEETAL RANDHIR 

TIKARAM JAGGANNATH COLLEGE KHADKI PUNE 3 

(CONTACT- 9921015759) 

Sheetal.karna@yahoo.co.in, 

 

 

PROF. Dr.VRISHALI RANDHIR 

 NESS WADIA COLLEGE OF COMMERCE   

 

( contact:-9850852020) 

Vrishalirandhir @yahoo.co.in 

 

 

 

 

 

 

mailto:Sheetal.karna@yahoo.co.in


2 
 

 

 

 

                           

                             ABSTRACT OF THE PAPER 

 

“ROLE OF MICROFINANCE IN WOMEN EMPOWERMENT IN INDIA” 

 

 

 

         In India, Self Help Groups or SHGs represent a unique approach to financial 

intermediation. The approach combines access to low-cost financial services with a process of 

self management and development for the women who are SHG members. SHGs are formed and 

supported usually by NGOs or by Government agencies. Linked not only to banks but also to 

wider development programmes, SHGs are seen to confer many benefits, both economic and 

social. SHGs enable women to grow their savings and to access the credit which banks are 

increasingly willing to lend. SHGs can also be community platforms from which women become 

active. 

           But there are also some questions. How effective are the groups in managing their 

financial transactions? Are the groups sustainable? Who is really benefiting?  Do they help in 

mobilizing women to take social action? How effective are such actions? Do the poorest benefit, 

do they not join at all or if they do join, are they more likely to drop out. 

        The results from these self-help groups (SHGs) are promising and have become a focus of 

intense examination as it is proving to be an effective method of poverty reduction and economic 

empowerment. Mainly on the basis of Secondary and Primary  data analysis, this paper attempts 

to highlight the role of Microfinance and SHGs in the empowerment of women in India. 
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“ROLE OF MICROFINANCE IN WOMEN EMPOWERMENT IN INDIA” 

 

 

1.INTRODUCTION: 

                         In India, Self Help Groups or SHGs represent a unique approach to financial 

intermediation. The approach combines access to low-cost financial services with a process of 

self management and development for the women who are SHG members. SHGs are formed and 

supported usually by NGOs or by Government agencies. Linked not only to banks but also to 

wider development programmes, SHGs are seen to confer many benefits, both economic and  

social. SHGs enable women to grow their savings and to access the credit which banks are 

increasingly willing to lend. SHGs can also be community platforms from which women become 

active.,  

Micro finance through Self Help Group (SHG) has been recognized internationally as the 

modern tool to combat poverty and for rural development. Micro finance and SHGs are effective 

in reducing poverty, empowering women and creating awareness which finally results in 

sustainable development of the nation. 

Women have been the most underprivileged and discriminated strata of the society not only in 

India but the world over. In spite of all Government and Non-Governments’ efforts, they have 

been highly ignorant clients of the financial sector. In the recent times, microfinance has been 

emerging as a powerful instrument for empowering women particularly, the rural women. Apart 

from the informal sector of finance the formal and semi formal sectors like commercial banks, 

NGOs etc. are taking much interest in providing microfinance to women considering it to be a 

profitable commercial activity. Women are also participating in the microfinance movement by 

availing the microfinance services being provided by the various financial channels. 

The main aim of microfinance is to empower women. Microfinance is the provision of financial 

services to low-income clients, including consumers and the self employed, who traditionally 

lack access to banking and related services. Microcredit, or microfinance, is banking the 

unbankables, bringing credit, savings and other essential financial services within the reach of 

millions of people who are too poor to be served by regular banks, in most cases because they 
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are unable to offer sufficient collateral. Women make up a large proportion of microfinance 

beneficiaries. Traditionally, women (especially those in underdeveloped countries) have been 

unable to readily participate in economic activity. Microfinance provides women with the 

financial backing they need to start business ventures and actively participate in the economy. It 

gives them confidence, improves their status and makes them more active in decision making, 

thus encouraging gender equality. According to CGAP, long-standing MFIs even report a 

decline in violence towards women since the inception of microfinance. 

The most of the microcredit institutions and agencies all over the world focuses on women in 

developing countries. Observations and experience shows that women are a small credit risk, 

repaying their loans and tend more often to benefit the whole family. In another aspect it´s also 

viewed as a method giving the women more status in a socioeconomic way and changing the 

current conservative relationship between gender and class. 

A recent World Bank report confirms that societies that discriminate on the basis of gender pay 

the cost of greater poverty, slower economic growth, weaker governance, and a lower living 

standard for all people. At a macro level, it is because 70 percent of the world’s poor are women. 

Women have a higher unemployment rate than men in virtually every country and make up the 

majority of the informal sector of most economies. They constitute the bulk of those who need 

microfinance services. Giving women access to microcredit loans therefore generates a 

multiplier effect that increases the impact of a microfinance institution’s activities, benefiting 

multiple generations, 

 2. RESEARCH OBJECTIVES 

The major objectives of the study are: 

1. To study the role of micro finance in women empowerment. 

2. To study  the empowerment which women members get in SHGs. 

3. To study the performance of SHGs in Pune municipal corporation 

4. To offer suggestion for betterment of women’s empowerment through microfinance. 
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                4.STATEMENT OF THE PROBLEM:- 

Microfinance has the potential to have a powerful impact on women’s empowerment. women are 

in the process of empowering themselves and NGOs that provide support in financial services 

and specialized training, have a greater ability to make a positive impact on women 

empowerment. 

 

               5. DEFINITIONS: 

                                             Robinson defines microfinance as “small-scale financial services—primarily 

credit and savings—provided to people who farm, fish or herd” and adds that it “refers to all types of 

financial services provided to low-income households and enterprises.” 

                                                             In India, microfinance is generally understood but not clearly defined. 

For instance, if an SHG gives a loan for an economic activity, it is seen as microfinance. But if a 

commercial bank gives a similar loan, it is unlikely that it would be treated as microfinance. 

In the Indian context there are some value attributes of microfinance: 

 

                         1. Microfinance is an activity undertaken by the alternate sector (NGOs). Therefore, a loan 

given by a market intermediary to a small borrower is not seen as microfinance. However when an NGO 

gives a similar loan it is treated as microfinance. It is assumed that microfinance is given with a laudable 

intention and has institutional and no exploitative connotations. Therefore, we define microfinance not 

by form but by the intent of the lender. 

 

2. Second, microfinance is something done predominantly with the poor. Banks usually do not qualify to 

be MFOs(Micro Finance Organizations) because they do not predominantly cater to the poor. However, 

there is ambivalence about the regional rural banks (RRBs) and the new local area banks (LABs). 

 

3. Third, microfinance grows out of developmental roots. This can be termed the “alternative 

commercial sector.” MFOs classified under this head are promoted by the alternative sector and target 

the poor. However these MFOs need not necessarily be developmental in incorporation. 

There are MFOs that are offshoots of NGOs and are run commercially. There are commercial MFOs 

promoted by people who have developmental credentials. We do not find commercial organizations 

having “microfinance business.” 
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4. Last, the Reserve Bank of India (RBI) has defined microfinance by specifying criteria for exempting 

MFOs from its registration guidelines. This definition is limited to not-for-profit companies and only two 

MFOs in India qualify to be classified as microfinance companies 

                      2.   SELF HELP GROUPS ( SHGs):- 

 SHG is a development group for the poor and marginalized  

 It is recognized by the government and does not require any formal registration  

 The purpose of the SHG is to build the functional capacity of the poor and the  

 marginalized in the field of employment and income generating activities  

 People are responsible for their own future by organizing themselves into SHGs 

 

               3.  EMPOWERMENT  

What do we mean by empowerment? Nobel Laureate Amartaya Sen (1993) explains that the 

freedom to lead different types of life is reflected in the person’s capability set. The capability of 

a person depends on a variety of factors, including personal characteristics and social 

arrangements. However, the full accounting of individual freedom goes beyond the capabilities 

of personal living. For example, if we do not have the courage to choose to live in a particular 

way, even though we could live that way if we so chose, can it be said that we do have the 

freedom to live that way, i.e. the corresponding capability? Another important point made by Sen 

(1990) is that for measurement purposes one should focus on certain universally-valued 

functioning, which relate to the basic fundamentals of survival and well-being regardless of 

context. Taking the example of universally valued functioning like proper nourishment, good 

health and shelter, Sen asserts that if there are systematic gender differences in these very basic 

functioning achievements, they can be taken as an evidence of inequalities in underlying 

capabilities rather than differences in preferences. 

The World Bank defines empowerment as “the process of increasing the capacity of individuals 

or groups to make choices and to transform those choices into desired actions and outcomes. 
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  4. MICROFINANCE AND WOMEN EMPOWERMENT 

Majority of microfinance programmes focus women with a view to empower them. There are 

varying underlying motivations for pursuing women empowerment. Some argue that women are 

amongst the poorest and the most vulnerable of the underprivileged and thus helping them 

should be a priority. A more feminist point of view stresses that an increased access to financial 

services represent an opening/opportunity for greater empowerment. Such organizations 

explicitly perceive microfinance as a tool in the fight for the women’s rights and independence. 

Finally, keeping up with the objective of financial viability, an increasing number of 

microfinance institutions prefer women members as they believe that they are better and more 

reliable borrowers. 

Self-help groups intermediated by microcredit have been shown to have positive effects on 

women, with some of these impacts being ripple effects. They have played valuable roles in 

reducing the vulnerability of the poor, through asset creation, income and consumption 

smoothing, provision of emergency assistance, and empowering and emboldening women by 

giving them control over assets and increased self-esteem and knowledge (Zaman 2001). Several 

recent assessment studies have also generally reported positive impacts (Simanowitz and Walker 

2002) 

 

REVIEW OF LITURATURE :- 

Ranjula Bali Swain (2007) Can Microfinance Empower Women? Self-Help Groups in India” 

concluded many strides have been made in the right direction and women are in the process of 

empowering themselves and NGOs that provide support in financial services and specialized 

training, have a greater ability to make a positive impact on women empowerment. 

Malhotra (2002) constructed a list of the most commonly used dimensions of women’s 

empowerment, drawing from the frameworks developed by various authors in different fields of 

social sciences. Allowing for overlap, these frameworks suggest that women’s empowerment 
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needs to occur along multiple dimensions including: economic, socio-cultural, 

familial/interpersonal, legal, political, and psychological. 

Ranjula Bali Swaina and Fan Yang Wallentin (September 2009) in their article ‘Does 

microfinance empower women? Evidence from self-help groups in India’ concluded that their 

study strongly indicate that SHG members are empowered by participating in microfinance 

program in the sense that they have a greater propensity to resist existing gender norms and 

culture that restrict their ability to develop and make choices. 

Batliwala (1994) identified three approaches to women’s empowerment: the integrated 

development approach which focused on women’s survival and livelihood needs; the economic 

development approach which aimed to strengthen women’s economic position and the 

consciousness approach which organized women into collectives that address the source of 

oppression. 

It has been well-documented that an increase in women’s resources results in the well-being of 

the family, especially children (Kabeer, 2001;). stresses that an increased access to financial 

services represent an opening/opportunity for greater empowerment. Such organizations 

explicitly perceive microfinance as a tool in the fight for the women’s rights and independence. 

Mayoux (1997) argues that the impact of microfinance programmes on women is not always 

positive. Women that have set up enterprises benefit not only from small increases in income at 

the cost of heavier workloads and repayment pressures. Sometimes their loans are used by men 

in the family to set up enterprises, or sometimes women end up being employed as unpaid family 

workers with little benefit. She further points that in some cases women’s increased autonomy 

has been temporary and has led to the withdrawal of male support. 
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RESEARCH METHODOLOGY 

SOURCES OF DATA: 

 The study is exploratory in nature and is based on both primary and secondary data. Secondary 

data was collected from various journals, articles, working papers, NGO reports etc. Primary 

data was enumerated from a field survey in the study region. ( Pune municipal corporation) 

 

AREA OF SAMPLING: 

 The study was conducted in the Pune municipal corporation  through a field survey to get an 

insight of the benefits and challenges faced by women in SHGs.  

 

 

SAMPLE SIZE:  

50 samples from 5  SHGs from the area of study have been considered to conduct the present 

study.  

 

METHOD FOR DATA COLLECTION:  

A structured interview schedule was prepared and used for collecting data from the women SHG 

member. Both open ended and close ended questions were included in the schedule.  

 

STATISTICAL TOOLS:  

Simple correlation coefficient, cross tabulation and percentage analysis,  paired t-test, are used 

for the analysis of the data. 

 

THUS THE FINDINGS OF THE STUDY CAN BE SUMMARIZED AS FOLLOWS:  

 

1. More than 95 % respondents said that they play an important role in decision making and 

they were consulted for making important decisions of the family. This is an important 

factor of economic empowerment 

2. It is found that micro finance improved the literacy levels of the respondents and also 

improved their awareness on child education.  

 

3. Maximum number of respondents accepted that microfinance has brought economic 

development directly and indirectly and thus happiness and peace in the family.  

 

       4 . Women are getting economically and socially empowered after getting micro finance as 

80% of the respondents reported that poverty level has reduced by participating in micro finance 

program.  

 

      5. There is a significant improvement in the income of the respondents after joining SHG.  
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CONCLUSION  

 

 

Thus it can be concluded from the above study that microfinance is playing a vital role in the 

social, psychological as well as economic empowerment of women in India. Microfinance loan 

availement and its productive utilization found to be having a profound role and impact on 

women empowerment. The empirical findings of the study suggests that microfinance has a 

profound influence on the economic status, decision making power, knowledge and self 

worthiness of women participants of self help group linkage program in pune municipal 

corporation . 

 

                  In India, Self Help Groups or SHGs represent a unique approach to financial 

intermediation.  The approach combines access to low-cost financial services with a process of 

self  management and development for the women who are SHG members. SHGs are formed 

and  supported usually by NGOs or (increasingly) by Government agencies. Linked not only to  

banks but also to wider development programmes, SHGs are seen to confer many benefits,  

both economic and social. SHGs enable women to grow their savings and to access the credit  

which banks are increasingly willing to lend. SHGs can also be community platforms from  

which women become active in village affairs, stand for local election or take action to  address 

social or community issues (the abuse of women, alcohol, the dowry system, schools,  water 

supply). 

       SHGs are having new human resource potentials. Participation of all the   SHGs is the new 

trend in marketing will develop then new strategies.  

          Though different studies conducted at various levels show different conclusions, it can be 

acknowledged from the present study that despite of bottlenecks, microfinance is capable of. 

helping the poor to upscale themselves to a better living and playing a significantly positive role in 

upgrading women empowerment.  
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