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Abstract: 

Microfinance refers to small savings, credit and insurance services extended to socially and economically d isadvantaged segme nts 

of society. It is emerging as a powerful tool for poverty alleviation in India. Though banking sector has witnessed tremendous 

changes in recent periods in terms of technological advancements, internet banking, online money transfers, etc. but also ban king 

as to ensuring access to financial services and timely and adequate credit needed by vulnerable groups such as weaker sections 

and low income groups at an affordable cost. Its main aim is to provide a cost effective mechanism for providing financial 

services to the poor. Microfinance has to attract poorest households to have access to institutional credit. Of which, women 

receive a disproportionately small share of cred it from formal banking institutions. The Women’s Self Help Group movement is 

bringing about a profound transformation in rural areas of India. Th is paper talks about the importance of the rural people to 

improvise there standards by having a good return on investment  and also improvisation of  SHG’S,  individual economic 

development, standard of living of the low level economic people and to overcome the rural poor. Micro-finance is a great 

opportunity for the financial sector and the economy as a whole. Through by which the incline of standard leads to the implicat ion 

of technology and innovation in their respective work environment. 
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I. INTRODUCTION:   

 

Money plays a vital role in everyone’s life and also it is the 

medium of exchange, where it plays the dominant role in trade 

and commerce as well. Every country’s  finance and money 

functionality is undertaken by banks accordance to their rules 

and regulation. Banking sector plays a vital role were the 

general activity like monetary activity and policy, control the 

circulat ion flow of money among different sector, volume of it 

and also supervising the allocation and utilization in  effect ive 

manner. In India, commercial bank p lays a vital ro le in  

economic growth and development, it also creates the 

awareness among the public, majorly on low level income 

group encouraging the savings among them. The ru ral 

economy is an integral part of the overall Indian economy. As 

majority of the poor reside in the rural areas, the prime goal of 

rural development is to improve the quality of life of the rural 

people by alleviat ion of poverty through the instrument of self-

employment, wage employment, and other programs, by 

providing community infrastructure facility such as drinking 

water, electricity, road connectivity, health facility and 

education. All the above improvisational activ ity which is 

been facilitated by the various government programs but the 

effective utilizat ion of these facility is very much doubtful. But 

most of which flopped and became unsuccessful as the 

benefits did not reach the actual targeted population due to 

various factors such as: benefits were illegally taken by the 

non-poor, non-participation of local stage institution, 

distribution of land and other assets were unequal, insufficient 

active involvement of the poor, corruption in the government 

department. In this paper we will be seeing the role of a 

microfinance which supports the poor people, low-income 

clients to fight against the poverty. Micro-finance emphasizes 

the provision of credit services to the low-income groups and 

individuals, usually in the form of small loans for micro  

enterprise and income generating act ivities empower the poor 

to build self-confidence, and also allow developing 

opportunities for self-employment to the underserved people. 

Micro finance (credit) is defined as provision of thrift, credit  

and other financial services and products of very small amount 

to the poor in rural, semi-urban areas for enabling them to 

raise their income levels and improve living standards. Using 

the services of the micro finance by SHG’s (self-help group) 

who voluntarily formed to save whatever amount they can 

conveniently save out of their earnings and mutually agree to 

contribute to a common fund of the group from which small 

loans are given to the members for meet ing their product ive 

and emergent credit  needs at such rate of interest, period of 

loan and other terms as the group may decide. In further we 

are focusing on the microfinance through by which the poverty 

allev iation, empowerment of the rural women for the 

betterment of the society which impact on socio-economic in  

positive way 

 

Statement of problem: 

 

This paper speaks about the inefficient use of the various 

government programs made for the rural poor people and also 

the fraudulent practices of others who are miss using the 

facility of government which as to be given to the low-income 

people. Rural poverty is the major problem which is faced in 

our country, improper reach of the facility to low level income 

groups is also seen. Rural development is one of the process 

through by which the balanced rural development can be 

undertaken in effective manner by various programs, were as it  

is lacking in its process. Self-help group of women leads to 

development of the individual women. But they have to be 

encouraged in effective manner by the government for 

increasing in the economic and the standards of their liv ing. 
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 II. MICROFINANCE: 

 

Microfinance is a source of financial services for entrepreneurs 

and small businesses lacking access to banking and related 

services. The two main mechanisms for the delivery of 

financial services to such clients are: (1) relat ionship-based 

banking for individual entrepreneurs and small businesses; and 

(2) group-based models, where several entrepreneurs come 

together to apply for loans and other services as a group. In 

simple words Microfinance is the amount which is given to the 

needy people and poor village people to undertake some 

entrepreneurial activity to improve their standard of living, 

economy of life and to have better livelihood.  

 

III. MICRO FINANCE ON THE INDIAN 

SUBCONTINENT 

 

Loans to poor people by banks have many limitations 

including lack o f security and high operating costs. As a result, 

microfinance was developed as an alternative to provide loans 

to poor people with the goal of creat ing financial inclusion and 

equality. MUHAMMAD YUNUS, a Nobel Prize winner, 

introduced the concept of Microfinance in Bangladesh in the 

form of the "Grameen Bank". The National Bank for 

Agriculture and Rural Development (NABARD) took this idea 

and started the concept of microfinance in India. Under this 

mechanis m, there exists a link between SHGs (Self-help  

groups), NGOs and banks. SHGs are formed and nurtured by 

NGOs and only after accomplishing a certain level of maturity 

in terms of their internal thrift and credit operations are they 

entitled to seek credit from the banks. Microfinance is defined 

as, financial services such as savings accounts, insurance funds 

and credit provided to poor and low income clients so as to 

help them increase their income, thereby improving their 

standard of liv ing. 

 

FACILITIES UNDER MICROFINANCE 

 

• Loan given without security; Loans to those people 

who live below the poverty line 

 

• Members of SHGs may benefit from micro finance 

 

• Maximum limit of loan under micro finance 

₨25,000/ - (may vary on time) 

 

• Terms and conditions offered to poor people are 

decided by NGOs  

 

• Microfinance is different from Microcredit- under the 

latter, small loans are given to the borrower but under 

microfinance alongside many other financial services 

including savings accounts and insurance. Therefore, 

microfinance has a wider concept than microcred it 

 
ROLE OF MICRO FINANCE IN ECONOMIC DEVELOPMENT 

 

FIGURE.1. ROLE OF MIRCRO FINANCE IN ECONOMIC DEVLOPMENT  

 

In simple words Microfinance is the amount which is given to 

the needy people and poor village people to undertake some 

entrepreneurial activity to improve their standard of living, 

economy of life and to have better livelihood. 

 

IV. RURAL DEVELOPMENT: 

 

Rural development has assumed global attention especially  

among the developing nations. It has great significance for a 

country like India where majority of the population, around 

65% of the people, live in ru ral areas. The present strategy of 

rural development in India main ly focuses on poverty 

allev iation, better livelihood opportunities, provision of basic 

amenities and infrastructure facilit ies through innovative 

programmes of wage and self-employment. Rural development 

aims at improving rural people’s livelihoods in an equitable 

and sustainable manner, both socially and environmentally, 

through better access to assets (natural, physical, human, 
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technological and social capital), and services, and control over 

productive capital (in its financial or economic and political 

forms) that enable them to improve their livelihoods on a 

sustainable and equitable basis. The basic objectives of Rural 

Development Programmes have been alleviation of poverty 

and unemployment through creation of basic social and 

economic infrastructure, provision of train ing to rural 

unemployed youth and providing employment to marg inal 

Farmers/Labourers to discourage seasonal and permanent 

migrat ion to urban areas. 

 

 

FIGURE.2. MICRO FINANCE FOR RURAL DEVELOPMENT 

 

Strategies and programs for rural development 

 
Integrated Rural Development Program (IRDP): 

IRDP has provided assistance to rural poor in the form of 

subsidy and bank credit for productive employment 

opportunities through successive plan periods 

 

Wage Employment Programs: 

It aims at enhancing the livelihood security of the people in 

rural areas by guaranteeing hundred days of wage employment 

in a financial year, to a rural household whose members 

volunteer to do unskilled manual work.  

 

Employment Assurance Scheme (EAS): 

 

The EAS was designed to provide employment in the form of 

manual work in the lean agricultural season. The works taken 

up under the program were expected to lead to the creation of 

durable economic and social in frastructure and address the felt-

needs of the people. 

 

Food for Work Program: 

 

The program aims at food provision through wage 

employment. Food grains are supplied to states free of cost. 

However, lifting of food grains for the scheme from Food 

Corporation of India (FCI) godowns has been slow. 

 

Rural Housing: 

Providing free housing for families in ru ral areas. It targets 

scheduled castes (SCs)/scheduled tribes (STs), households and 

freed bonded labourers. The rural housing program has 

certainly enabled many BPL families to acquire pucca houses. 

The Housing and Urban Development Corporation (HUDCO) 

has extended its activities to the rural areas, providing loans at 

a concessional rate of interest to economically weaker sections 

and low-income group households for construction of houses. 

 

Social Security Programs: 

 

The National Social Assistance Program (NSAP), launched in 

August 1995 The NSAP has three components: a) National 

Old Age Pension Scheme (NOAPS); b) National Family  

Benefit Scheme (NFBS); c) National Maternity Benefit  

Scheme (NMBS).. The NOAPS provides a monthly pension of 

Rs. 75 to destitute BPL persons above the age of 65. 

The NFBS is a scheme for BPL families who are given Rs. 

10,000 in the event of the death of the breadwinner. 

The NMBS provides Rs. 500 to support nutritional intake for 

pregnant women.  

 

Science and Technology for rural development 

 

Appropriate rural technology focuses mainly on those 

technologies which are simple and within the reach of the 

ordinary people for their own benefit and the benefit of their 

community and harness the local or regional capacity to meet 

local needs without increasing dependence on external factors. 

A large number of governments, public and private non-

government organizations are involved in developing 

technologies for rural areas. However, these technologies have 

hardly touched the lives of the rural population. Apparently, 

the problem lies not only in the generation, diffusion and 

adoption of technologies but also in poor documentation. 

 

 National Rural Employment Guarantee Scheme 

(NREGS ): 

State of Madhya Pradesh has been the frontrunner in  

implementation of this scheme. The objective of the scheme is 

to provide a min imum of 100 days unskilled employment to 

adult members of rural families.  
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District Poverty Initiatives Program (DPIP) 

 

The DPIP programme, which focuses its activities alleviate 

poverty by improving the capacity and opportunities for poor 

and disadvantaged people with special focus on women.  

 

Importance of Self Help Groups in Rural  Development 

 

It is estimated that more than 25 million rural women of India 

have been benefited by the Self Help Groups (SHG). The 

socio-economic benefits include economic self-independence, 

participation in v illage affairs and awareness about education.  

 

WHAT IS A S HG? 

Self Help Groups are small groups of people facing similar 

problems. The members of the group help each other to solve 

their problems. A reasonably educated but helpful local person 

takes the lead in mobilizing these people to form a group. The 

person, called animator or facilitator, helps the group members 

develop the habit of thrift and promote small savings among 

them. The group savings are kept in a common bank account 

from which small loans are given to members. After six 

months, the SHG can approach any bank for availing loan 

facility to undertake a suitable entrepreneurial activity. The 

group loan is distributed among the members to run a s mall 

business. The loan is repaid out of the profits earned. 

WHO CAN BECOME ANIMATOR? WHAT ARE HIS  

FUNCTIONS? 

 

The animator plays important role in functioning of SHG. 

Anybody can be animator. A retired school teacher or 

government employee, or an educated but unemployed youth 

in the locality, or any NGO. The animator (he or she) should 

have inclination to help others. 

 

1. The animator talks to the people by arranging small 

meet ings or approaching individually.  

2. He/she exp lains the benefits of thrift and group formation.  

3. He helps the group in identify ing their leader.  

4. He also guides them in maintaining their accounts etc. In 

general, the role of animator is to guide and motivate the leader 

and members of SHG. 

 

FORMATION OF SHG 

The ideal size of SHG is 10-20 members. A smaller size is 

preferred because in a big group members cannot participate 

actively. The group may or may not be registered. Only one 

person from one family can become member of a SHG. A  

group of either men or women is formed. A mixed group is 

generally not preferred. It is important that the members have a 

common social and financial background. For example, the 

group should be of farmers, artisans, craftsmen, housemaids, 

mill workers etc. The advantage of a homogeneous group is 

that members can interact freely.  

FOLLOWING COULD BE SOME OF COMMON 

FACTORS FOR MEMBERS HIP OF S HG: 

 

1. Women / men from poor households. 

2. Those with dry land holding not more than 2 acres.  

3. Having no access to safe drinking water 

4. Having illiterate adults in family. 

5. Presence of alcoholic or drug addict or a person with 

prolonged illness in the family.  

6. SC or ST families 

 

MAJOR FUNCTIONS OF A S HG: 

 

1. Savings and thrift. 

2. Internal lending.  

3. Keeping proper accounts of transactions. 

4. Discussing problems 

 

AREAS  OF CONCERN 

 
FIGURE.3. AREA OF CONCERN 
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Women and Poverty: 

 

Women's poverty results in widespread violations of their 

human rights. When a woman faces lack of adequate housing, 

food, or health care, her human rights are violated. If she lives 

in an unsafe and unhealthy environment, she is not enjoying 

her fundamental human rights to a life of dignity. Moreover 

poverty can also be caused by violations of human rights, 

particularly women's human right to non-discrimination. When 

women are denied equal access to education, when they do not 

have the equal right to decide on the number and spacing of 

children, o r when they have an unequal share of the 

responsibility for raising children, their ability to earn income 

poverty is greatly compromised. 

 

Women and Education: 

 

The hegemonic masculine ideology made women suffer a lot 

as they were denied equal opportunities in different parts of the 

world. The rises of feminist ideas have, however, led to the 

tremendous improvement of women's condition in recent 

times. Access to education has been one of the most pressing 

demands of theses women's rights movements. Educated 

women can play a very important role in the development of 

their country. It not only helps in the development of half of 

the human resources, but in improving the quality of life at 

home and outside. Educated women not only tend to promote 

education of their girl children, but also can provide better 

guidance to all their children.  

 

Violence Against women: 

 

Vio lence against women includes physical, sexual, 

psychological and economic abuse, it cuts across boundaries of 

age, race, culture, wealth and geography. It takes place in the 

home, on the streets, in schools, the workplace, in farm fields, 

refugee camps, during conflicts and crises. Violence not only 

violates human rights, but also hampers productivity, reduces 

human capital and undermines economic growth.  

 

Effects of Armed conflict on Women: 

As we know women often experience armed conflict  in d iverse 

ways as victims, survivors, leaders and peacemakers. Violence 

against women in conflict zones is often an extension of the 

gender discrimination that already exists in peacetime. Women 

are systematically excluded from decision-making 

opportunities, they are often stereotyped as victims and their 

experiences and contributions are virtually ignored but women 

can also play a significant part in peace-making if they are 

properly supported and genuinely included. 

 

Economic Structures and Policies: 

 

Reorganization of the economic and employment which has 

taken place in recent years has changed the status of women in  

society. At the same time economic reorganizat ion involve 

changes in the gender composition of local employment. 

Women are playing an increasingly important role in the 

economy. 

 

Women and Media: 

 

Women's portrayal in the media is a high ly-sensitized topic in  

world. Since women constitute half the society, their own role 

in ascertaining how the fairer sex is projected in the media 

cannot be overlooked. One may therefore infer that while 

women's projection in the media constitutes a major concern 

with the women, it 's not only men who need be gender 

sensitized in a positive way. Even women need to be clear 

about what they want to adopt as the insignia of their identity. 

Undetermined debating and slogan-chanting from outside 

alone would not guarantee healthy and positive images of 

women in the media  

 

Women and Environment: 

 

Women around the world play a key role in the protection of 

environment through their varies responsibilit ies. They have 

recognized the need not only to protect the bio-diversity, but 

also to re shine and recreate it. They play an important role in  

environmental protection, considering their influence to future 

generations at home. Women have been in the forefront of the 

modern environ mentalist movement. 

 

Women and Human Rights: 

 

Every woman and girl is entitled to the realizat ion of all human 

rights -- civil, political, economic, social and cultural -- on 

equal terms with men, free from discrimination. Women and 

girls also enjoy certain human rights specifically linked to their 

status as women. The world has recognized that the human 

rights of women and of the girl-child are "an integral and 

indivisible part of universal human rights." Women are 

guaranteed equal treatment and freedom from discriminat ion 

women's human rights are the subject of a specific treaty, the 

Convention on the Elimination of All Forms of Discriminat ion 

against Women 

 

The Girl Child: 

 

The hardest profession to take in life is being a girl child. 

Discrimination and discrepancy are two most important factors 

that hamper the journey of every female from the earliest stage 

of life. Start ing from her presence into her mother's womb to 

infancy, childhood and finally to adulthood, she is 

outnumbered by the male dominating society of the country. 

Female foeticide and infanticide are the most popular social 

evils prevailing in backward societies. Girl child is the future 

of every nation. A little amount of care, a handful of warmth 

and a heart full of love for a girl child can make a big  

difference. 

 

Globalization and Women 

 

Within the past two decades, globalization has created a 

tremendous impact on the lives of women, it affect the social, 

economic, and political condition of women. There is a duel 

view regarding the impact of globalizat ion on women, some 

tells that women will benefit from g lobalization and some will 

be hurt, or that the status of women will improve in some 

respects but not others, they are also likely to see greater social 

dislocation, struggle to make a living, violence, exp lo itation 

and need to move to from home to support their family. The 

globalize world is one where there are more political, 

economic and social connections between people, and although 

this has created more opportunities, it has also created some 

significant hardship for women. 

 

Women and Health Care  

 

Women and men have many of the same health problems, but 

they can affect women differently like women may have 



International Journal of Engineering Science  and Computing, November 2016           3216                                                          http://ijesc.org/ 

different symptoms of heart d isease. Some diseases or 

conditions are more common in women, such as osteoarthritis, 

obesity and depression. And some conditions, such as 

menopause and pregnancy, are unique to women. Women's 

health area provides information on a broad range of women's 

health care topics for women young and old alike covering 

pregnancy, baby care, beauty and makeup tips, child, 

gynaecological and skin d iseases with symptoms treatment.    

 

Political participation of Women 

The concept of democracy will only assume its true and 

dynamic meaning when leg islation and politics are determined 

by both men and women, equally considering the interests and 

abilities of both sectors of the population." However, the 

representation of women in democratic institutions still has not 

achieved parity in world politics. Equally worrisome is the 

continuing decline of participation by women in politics of 

many countries. In the era of g lobalization women's 

participation in politics is increasingly becoming an issue of 

interest. This is reflected in quotas and party wings systems for 

women. There is still much left to be done, but it is important 

not to ignore the accomplishments of the last few years.  

 

COLLABORATION OF ESS ENTIAL FACTORS:- 

 

 

V. CONCLUS ION:- 

 

Development of India’s Rural Economy is Vital for Growth. 

However finance is still the biggest problem for development 

of rural economy despite it being innovative. People in the 

rural areas have no money and often tend to go for high-cost 

borrowings. No venture capitalists or funders have ever come 

forward to help those communities with social obligations in 

mind. Who lends the money to those poor people without 

collateral securities despite having the entrepreneurial 

capabilit ies, innovativeness, creativeness and hardworking 

abilities? It is a pity to say that even to this day villagers 

happen to be bonded labourers to big money launderers due to 

high cost borrowings which has never been an easy task to 

repay. There are NGOs and grameen representatives, who have 

powerful micro-financing model with a business principle in  

mind and market competitiveness. Venture capital funds for 

BPL families, to create livelihoods opportunities from them 

will be a very good idea. 
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