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Abstract 

Entrepreneurship plays a greater role in creating values for employability in rural communities, providing self-

employment for those who have started-up a venture on their own and enhancing the economic status of the rural sector 

as well. Entrepreneurship has transformed many entrepreneurs into successful business persons and generated income 

for rural communities. Women entrepreneurship is considered to be an important tool in enabling women empowerment 

and emancipation. Micro-finance Institutions (MFIs) provide its members with financial and social intermediation 

services such as savings, credit access, insurance, training etc., to help improve their businesses.Micro-finance and SHG 

banks also help in raising women entrepreneurs’ living standard. This paper focuses on the raise of standard of living of 

women entrepreneurs, where micro-finance and SHG banks linkage helps to improve their performance especially with 

respect to empowerment, motivations, constraints and consequences. 
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Introduction 

Women plays anpredominantrole in the economic buildout and living standard of their families and 

communities in spite of certain obstacles such as poverty, unemployment, low household income and societal 

inequity mostly in developing countries have hindered their effective performance of that role. Therefore, 

most of them embark on entrepreneurial activities to support their communities. Studies laid out that women 

entrepreneurship could be an effective approach for poverty reduction in a country, since women are the worst 

hit in such situation (Ekpeet.al., 2010). Women persist to remain under characterised and their success often 

remains insensible and unacknowledged. It is assumed that increasing women’s access to micro finance 

interventions will empower women to make a greater contribution to household income together with other 

interventions to raise household well-being, translate into improved well-being for women and capability to 

bring about wider changes in gender inequality (Biswas, 2008 

Access to finance,empowers poor women to become economic agents of change by increasing their income 

and productivity, means of approach to markets and information, and decision making power. However, it has 

been noted that women entrepreneurs, notably in developing countries, does not have easy access to 

microfinance backing for their entrepreneurial activity and as such have low business performance than their 

men counterparts. Since their rate of their participation in the informal sector of the economy is greater than 

that of men microfinance factors could have decisive effect on enterprise performance (Ekpeet.al., 2010).  

Micro-finance institutions target chieflywomen with the explicit goal of empowering them. Empowerment of 

women as defined by (Kabeer, 1999) is the technique by which those who have been refused the capability to 

make strategic life choices acquire this ability. In actual effect these micro-finance intercede and provide 

resources which include entry to and future claims to both material and social resources. They also contribute 

agency such as the process of decision making, negotiations, deception and manipulation; and achievement 

that are outcomes of well-being. Hence, women often seek means of livelihood from the informal sector of the 

economy. But, in this sector, these women form a majority of clients of micro-finance institutions owing to 
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the gender specific constraints that they face and the institutions attempt to provide interventions. Most 

significant among these constraints is lack of access to credit which is often seen to be a major obstacle to the 

improvement of women’s economic situation (Simojoki, 2003). 

Based on the foregoing framework, it is evident that in most rural constituencies, women constitute a 

significant number of entrepreneurs and their main challenge is lack of funds. Micro-finance institutions have 

come up to provide interventions that empower women to overcome some of the obstacles such as access to 

micro credit to fund their new ventures and or expand existing ones. However, generally, the concept of 

women empowerment has not been effectively addressed as the women entrepreneurs continue to remain 

under represented and their success continue to remain invisible and unacknowledged. It is expected that 

increased women access to micro finance would raise their income which would in turn translate to improved 

well-being and a wider change as well as enhance gender equality (Basu, 2006).  

 

The Concepts of Empowerment  

Bennett (2002) enumerates empowerment as the improvement of assets and capabilities of diverse individuals 

and groups to engage influence and hold accountable the institutions which affect them. The conception of 

empowerment is based on the notion of power; empowerment by definition means “enabling”, “giving, 

receiving or obtaining power” or “giving the official or legal authority or the freedom to do something”. In 

addition, empowerment is defined as the equalisation of power and the more efficient use of resources 

(Claassens, 1993). Power can be defined as control over material assets, intellectual resources and ideology. 

Material assets can be physical, human or financial; intellectual resources are knowledge, information and 

ideas; and control over ideology signifying the ability to generate, propagate, sustain and institutionalise 

specific sets of beliefs, values, attitudes and behaviour (Fernando, 1997). (Batliwala, 1994:129). According to 

UNIFEM (2000), the important elements of women’s empowerment include gaining the ability to generate 

choices and exercise bargaining power, developing a sense of self-worth, a belief in one’s ability to secure 

desired changes, and the right to control one’s life. 

 

Women Entrepreneurs 

Despite these, many studies have shown that women entrepreneurs have low business performance compared 

to their male counterparts yet the rate of women participation in the informal sector of the economy is higher 

than males (Akanji, 2006). This circumstance can be attributed to factors that normally affect entrepreneurial 

performance. These factors include lack of credit, saving, education or training, and social capital (Shane, 

2003). Some of the challenges faced by women entrepreneurs include acquiring appropriate training (Walker 

et.al., 1999), obtaining capital (Buttner et.al., 1997; Cater, 2000) and gender discrimination (Kleiman, 1998). 

Nelson, (1997) asserts that women approach the entrepreneurial experience with disadvantages rooted to 

education experience and therefore they often lack the knowledge of skills required to develop their business.  

Studies have also shown that women entrepreneurs, mostly in developing countries, lack the ability to save yet 

savings are needed to protect income, act as a security for loan and could be re-invested in the business 

(Akanji, 2006). Savings as a micro-finance factor enable people with few assets to save, since they could 

make weekly savings as well as contribute to group savings, and such savings are mobilized by the micro 

finance institutions for further lending to other clients (Mkpadoet.al., 2007). Women entrepreneurs, especially 

in developing countries also lack training (IFC, 2007) and entrepreneurial process which is a vital source of 

developing human capital. Training also plays a greater role in providing learning opportunity for individuals 

to improve their skills, attitudes and abilities (Brana, 2008). In most literatures, the effect of training on 

women entrepreneurs’ performance, especially in developing countries, has not been adequately addressed. 

Studies supports the fact that majority of micro-finance institutions’ clients do not have specialized skills, and 

so cannot make good use of micro-finance factors (Karnani, 2007), hence they need training. Salaried 

employment provides prior business experience that is vital for enterprise success, yet women entrepreneurs 

mostly in developing countries lack this (Brana, 2008). This further strengthens the need for training as a 

micro-finance factor for increasing the performance of women entrepreneurs. 
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Micro-finance Interventions 

 Micro-finance has been defined as the provision of financial services to low-income clients or solidarity 

lending groups including consumers and the self-employed, who traditionally lack access to banking and 

related services (Ledgerwood, 2010). Micro-finance involves offering of financial services for people barred 

from the time honoured system because they cannot offer bank guarantees (Eufin, 2009). Financial services 

generally include savings and credit; however, some microfinance organisations also provide training, 

insurance and payment services (Ledgerwood, 2010). 

Relationship between Micro-finance Interventions and Empowerment of Women Entrepreneurs The basic 

theory is that micro-finance empowers women by putting capital in their hands and allowing them to earn an 

independent income and contribute financially to their households and communities. This economic 

empowerment is expected to generate heightened self-esteem, respect, and other forms of empowerment for 

women beneficiaries. Involvement in successful income-generating activities should translate into greater 

control and empowerment. Closer examination shows, however, that this equation may not always hold true 

and that complacency in these assumptions can lead MFIs to overlook both opportunities to empower women 

more profoundly and failures in empowerment (Cheston and Kuhn, 2006).  

The objective of micro-finance is to empower women economically and socially. Providing access to micro-

finance for women is considered to be a precondition of poverty alleviation and women’s empowerment 

(Mayoux, 1997). Loans enable women to invest in and expand their business, and in consequence they are 

able to employ. They are also introduced to the banking system and their productive activity is integrated into 

the formal financial system. Moreover, loans engage entrepreneurs in making major decisions, such as loan 

approvals and in improving the products and services produced (Charitoneko et al., 1998). It is argued that 

micro-finance empowers women by strengthening their economic role, increasing their income and ability to 

contribute to the family income, increasing their employment and productivity, helping them to establish their 

identity independent of the family, and giving them experience and self-confidence in the public sphere 

(Sinha, 1998).  

Micro-Credit and Empowerment of Women 

Entrepreneurs Studies have indicated that micro finance brings about expanded income due to accessibility of 

micro credit and training on how to conduct it, increased assets which are bought due to availability of funds 

and also increased welfare in aspects such as food security, housing and health (Mayoux, 2001).  

Inaccessibility to credit and lack of training has been cited by K-REP (1995) as the considerable setbacks to 

women venturing into business. Other research studies report limited purchasing powers, especially in the 

rural areas, lack of management skills, physical infrastructure and seed capital (Alila, 1993). Addressing the 

need for credit is thought to be an effective development tool, but no one is arguing that indebtedness is an 

effective development tool. Indebtedness is not enticing for entrepreneurs; it creates some liabilities, such as 

regular repayments and interest. It also makes greater demands on business (Ackerly, 1995:56).  

Savings and Empowerment of Women Entrepreneurs  

The opportunity to save in lieu ofcredit accessibility would lever the poor out of poverty (Buckley, 1997; 

Robinson, 1996). Moreover, some poor people are isolated only to save and not to borrow. The capability and 

opportunities to save also serve as protection against illness and occasional unemployment (Rhyne and Otero, 

1992:1562). It should also be noted that the non-material advantages of saving for low-income 

microentrepreneurs includes among others, the fact that saving promotes the borrowers’ own responsibility 

and self-help and familiarizes them with prompt repayment (Gulli, 1998:66-67). The saving requirement is 

also testing members’ capability and willingness to repay their loans.  

Training and Empowerment of Women Entrepreneurs 

Women operating where large proportions of the population live in absolute poverty, face several major 

constraints. These include their inability to judge the profitability of their operations due to a lack of basic 

accounting skills, insufficient technical and business management skills as well as socio-cultural constraints 

(UNIDO, 2003).  
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Taking cognizance of the peculiar situations of most women in developing countries in terms of poverty, low 

educational levels and other societal discriminations (Porter et.al., 2005; Roomi et.al., 2008); Training is a 

very important micro-finance factor for women entrepreneurs as it would provide the skills and experience 

needed for business (Akanji, 2006, Cheston et.al., 2002; Kuzilwa, 2005).  

Women who manage to start business have been cited as having problems at the growth stages such as 

inadequate working capital, poor technical and managerial skills, lack of marketing techniques, lack of work 

sites and security and basic infrastructure, hostile business environments, poor project and planning skills and 

lack of information on the available assistance programmes (Alila, 1993). This led to development of the 

NGOs training intervention programmes. However, a gap still exists in empirical literature of effect such 

programmes have had on the performance of women in enterprises. Some studies confirm that skill training 

and tertiary education have positive effect on enterprise performance (Akanji, 2006; Kuzilwa, 2005). 

 

Conceptual Framework 
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Self Help Group (SHG) 

Krishnaiah (2003) studied SHG in Andhra Pradesh and described that as a result of group formation, women 

were able to diversify their activities by undertaking non-farm and animal husbandry related activities. He 

found that repayment of loans by the groups is very high because of peer pressure, members are known to 

each other and they are aware of the credit. 

Puhazhendi and Badyata (2002) studied the impact of Self Help Groups in Orissa, Chattisgarh and Jarkhand. 

Their findings are as follows. 

 1) The Self Help Group – Bank linkage programme with better access to credit brought increased income to 

the Self Help Group members and the incremental net income was the result of loans for productive purposes 

in farm, off-farm and non-farm activities.  

2) Easy and timely availability of credit enhanced different economic activities which increased employment 

in non-farm and off-farm employment.  

3) Self Help Group linkage programme impacted social empowerment i.e. self worth, treatment by 

neighbours, quality of treatment by members of family, involvement in group activity, confidence in 

managing financial crisis of the family, decision making capacity in household matters and assertiveness in 

protesting against social evils like drinking, gambling and wife beating. 

Datar and Prakash (2004) found that the country’s SHGs are successful in covering non-bankable credit needs 

but not in income generating activities. A majority of the women does not have the cultural anchorage to 

become entrepreneurs; they lack necessity skills, infrastructural facilities and finance.Trainings are inadequate 

and there is no linkage between training and credit or credit and marketing. There is no integration with local 

economy as there is little demand for such products.  
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Selvarajan and Elango (2004) observed that some groups charged 24 percentage of interest to the members 

and it is obvious that the high rate of interest is very much oppressive causing discomfort to the poverty 

stricken groups.  

Dhara and Nitra (2005) studied about SHG in Hoogly district of West Bengal and found that the members 

cannot be said to be hard decision makers and the empowerment is only at elementary level since they were 

not confident to carry out activities on their own. Members are not aware of the banking procedure and leaders 

are finding it difficult to maintain account books. 

 

Constraints and problems 

 This section highlights some of the constraints and problems identified by the earlier investigators.  

Rahman (2002) studied the problems in micro finance in Malaysia and identified following three constraints.  

1. Lack of affluence.  

2. Delinquency in repayment. Default remains a considerable constraint in micro finance program.  

3. Political intervention in the selection of beneficiaries and identification of activities. 

Vadivoo and Sekar (2004) listed the following constraints of Self Help Groups. 

 1. Political interference in selection of the beneficiaries to the schemes  

2. Lack of timely and enough credit  

3. Lack of farm women oriented schemes.  

Vanitha and Krishnamurthy (2004) studied 120 respondents in Self Help Groups in Bangalore rural district 

and found the following as the problems faced by members of SHG.   

1. Family restrictions,  

2. Non availability of appropriate place for meetings  

3. Lack of clear information and guidance and  

4. Greater level of opposition from the family  

Ramanunny (2005) identified some of the problems as follows when women undertake micro enterprises in 

Kerala.  

1. Inadequate capital.  

2. Delay in sanctioning of loan.  

3. Poor or incomplete business plan.  

4. Inadequate understanding of market and market conditions.  

5. Lack of customer awareness.  

6. Lack of technical know how and unfamiliarity with business. 

 

CONCLUSION 

The design of the micro-finance product is pertinent and it has empowered women entrepreneurs who are 

micro-finance clients. This is because majority of the women find the loan eligibility requirement easy to 

meet. The loan product design is also pertinentto them. This is in agreement with (Charitoneko et al., 1998) 

who noted that loans facilitate women to invest in and expand their business, and in consequence they are able 

to employ and that loans engage entrepreneurs in making major decisions, such as loan approvals, in 

improving the products and services produced etc.,. However, the design of the micro saving product is 

appropriate because the women entrepreneurs felt that the procedure for withdrawing the savings was difficult 

and took so long, so there should be a research on how to improve on this. It can also be concluded that the 

women are comfortable with the type of training they get from the micro-finance institutions. This is because 

a majority of them found that the venue of training is convenient and relevance of the topic taught. There 
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should be a change in the frequency of training since majority of the women felt that it should be increased to 

enable them learn more. Just like the findings of (Akanji, 2006, Cheston et.al., 2002 and Kuzilwa, 2005) this 

study established that training is a very important micro-finance factor for women entrepreneurs as it would 

provide the skills and experience needed for business. In summary, the findings of this study are in line with 

(Mayoux, 2001) who suggests that micro finance institutions brings about increased income due to 

accessibility of micro credit and training on how to manage it, increased assets which are bought due to 

availability of funds and also increased welfare in aspects such as food security, housing and health. 

Therefore, this paper has brought to light the need to improve the micro-finance and SHG bank linkage in 

order to suit the needs of the women entrepreneurs and increase their standard of living. 
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