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I. Abstract:
Women in our society are deprived of equality. Microfinance as a socio-economic tool aims at providing the
credit facilities to rural women in order to raise the standards of living and thus focus on the poverty
alleviation. Before understanding the sense of women empowerment it is necessary to understand
disempowerment. Disempowerment is a process of preventing a person or group from having powers,
influence or authorities by societal beliefs and other reasons such as lack of education, lack of financial
resources or any such basic needs. Microfinance is a mechanism which is introduced by government, which is
specially designed for women members who belong to the weaker sections of the society and who are unable
to meet their day to day financial needs.
This study is based on the data collected through questionnaire from 120 women respondents who are
participating in various microfinance schemes, based on the profiles which comprises of poverty lines,
education qualification, income, expenditure, social status etc., The present study  also makes an attempt to
study the role of microfinance in promoting women empowerment in underprivileged cities and the impact on
the socio-economic life of the women members who have availed microfinance loans.

II. Introduction:
Poor and low-income people need small credits and financial assistance than government subsidies.
Microfinance refers to an extension of micro credit facilities for low-income entrepreneurs who are considered
as not eligible to borrow loans from traditional banks. It can also be explained as a provision of small credits
and other financial services for the poor, underprivileged in semi urban and urban areas. With a view to raise
their income levels and improves their standards of living and experience quality life. There are various
concepts that flashes around when we discuss about microfinance which includes smaller loans, small savings,
short period repayments, regional and local level of credit activities and many such concepts, hence it can be
understood that microfinance is not a solution but it is set of opportunities which put together caters an
effective economic development of the country as well as individuals.
Microfinance Definition by Ministry of Finance:
Microfinance encompasses the provision of financial services and the management of small amounts of
money through a range of products and a system of intermediary functions that are targeted at low income
clients.Microfinance refers to provision of small loans and other facilities like savings, insurance, transfer
services to poor low-income household and microenterprises. Microcredit also refers to a small loan to a client
made by a bank or other institutions.
The poor women across the country are in forefront of microfinance movement, use of small credit to start a
long term economic activity from this small beginning. These women have sincerity and pride as they repay
the loans quickly without making any defaults. It is very clear that microfinance has given Indian women an
opportunity to become a reason for economic change in the country. The movement has made women more
confident, and has helped to scale better horizons.



236 Ms. Komal A. Dave, Ms. Tasmiya Hussni, Mr. Pruthvi Raj V

International Journal of Engineering Technology Science and Research
IJETSR

www.ijetsr.com
ISSN 2394 – 3386
Volume 4, Issue 6

June 2017

Microfinance can be focused under two major lending views: (i) The poverty lending approach (ii) The
financial system approach.
(i) The poverty lending approach: This approach is concentrated on reducing poverty through the
credit funded by patrons, donors and government. All these organizations use this approach to provide micro
credit at low cost. But most of these organizations are not sustainable as the interest rates are too low for the
full cost recovery.
(ii) The financial system approach: This approach focuses on commercial finance intermediation for
economically poor and provides easy access to micro credit at a reasonable interest rates. It is usually financed
through savings and commercial debts.

The main mechanisms for delivering the financial services to microfinance clients are through (i) Self-help
groups and (ii) Grameen Banks (iii) Non-Government organisations and (iv) microfinance institutions.

(i) Self-help groups: the SHG’s operate under grass root level, as per the prevailing norms, the groups
consisting of 10-20 members come together and avail microfinance loan. If the cap of members exceeds 20,
then such group should be registered as a company under Companies Act 2013 or any other previous act
which governs the same. The members of SHG’s are ultimate beneficiaries of microfinance. The main
objective of SHG is to build mutual trust between the poor and banks and above all to encourage the banking
activities.
(ii) Grameen Banks: They are microfinance organisation and the community development banks that
provide Grameen credit (micro credit) to rural or village people without any collateral security. It was
originated by professor Mohammad Yunus who initiated a research project to study on credit delivery system
to the rural poor
(iii) Non-Government Institutions: There are large numbers of Non-Government organisations in the
country that have taken up the task of financial intermediation. These NGO’s concentrate on gender equality,
capacity building, empowerment of women.
(iv) Microfinance Institutions:A microfinance institution is an organization that offers financial services
to low income populations. Almost all give loans to their members, and many offer insurance, deposit and
other services.

III. Review of Literature:
1. (Bansal & Bansal, 2012) The research paper explained the sustainable microfinance features and
principles; it also explained the role of microfinance in poverty reduction. The researchers also evaluated
various challenges and issues faced by microfinance institutions such as administrative difficulties, systematic
risk, lack of information and repayment problems, further they also discussed about the various schemes
introduced by government of India to reduce the issues and problems affecting microfinance.
2. (Ingale, Ingale, & Sowmya , 2013) This paper explains the role of Indian microfinance and its
importance in poverty reduction, microfinance is an effective tool for lifting poor in India and thus provides
self-employment opportunities and makes them credit worthy. The researchers also evaluated the constrains in
microcredit like non-productivity loans, procedural delays, government inflexibilities, high transaction costs
etc. further it concluded by examining the current status of Microfinance in India and its impact on poverty
reduction.
3. (Mohanty, Mohapatra, & Khuntia, 2013) This research paper focused on microfinance institutions
and their role in promoting social poor. The researcher explained about major initiatives in rural credit, types
of microfinance providers, their roles and responsibilities, Microfinance institution models, state wise position
of MFI’s and role of microfinance institutions as a tool of poverty reduction, women empowerment, self-
employment, SHG- bank linkage programme and development of overall financial system
4. (Das, 2014) This research paper traces the evolution of microfinance in India as a tool for socio-
economic development in rural India to analyse the microfinance framework through MFI’s, NBF’s
programmes, highlighting the situation of rural India as a profitable sector for microfinance and study the
importance and role of microfinance in poverty alleviation
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5. (Gangadhar & Malyadri, 2015) The researcher makes an attempt to analyse the effectiveness of
microfinance on empowerment of women, A survey on 215 women respondents in Andhra Pradesh revealed
that microfinance is a powerful tool in enhancing women empowerment for its all indicators like household
economic decision making, mobility, economic security, legal awareness etc., their main objective was to
study the indicators of women empowerment. They used stratified multistage sampling techniques for
analysing the data, thus the researchers found that microfinance is a powerful tool in enhancing women
empowerment through all these indicators.

IV. Statement of problem:
Microfinance Institutions aim at providing financial support to people of lower income and below poverty,
especially aim at development of women entrepreneurs by providing financial assistance through various
schemes. The fundamental objective of these financial Institutions is to serve the financial need and uplift the
lower income group from poverty and provide better standard of living. Presently most of the MFI’s and
Government of India strive at providing financial assistance and monetary support to women entrepreneurs
and encourage women entrepreneurs to carry the business despite of various challenges and ordeals in
competitive era. However these financial schemes have still not reached the needy people, especially women
members who are below the poverty line. The objectives of this study are to understanding how microfinance
activities play important role in poverty alleviation and its impact on socio-economic life of women. Thus it is
important to study the role of microfinance in women empowerment and its efforts towards poverty
alleviation.

6. Objectives of the study:
1. To study the relationship between poverty lines and socio-economic life of women who have availed
microfinance loan.
2. To study the impact on social status of women entrepreneurs after availing micro credit.
3. To understand the efforts of microfinance towards poverty alleviation.

V. Research Methodology

a. Tools for Data Collection:
*Primary data: The primary data is collected through questionnaire that is relevant to the study, which will
be distributed only among women respondents of APL and BPL category in selected areas of Bangalore- East
(areas that come under old madras road). The study aims at meeting all respondents personally in order to
collect the most reliable data.
*Secondary data: the secondary data is collected by referring to various research journals, published articles
in form of printed materials and various websites.

b. Sample size/Frame:
i. Sample Size: the sample size for this study is 120 women respondents who have availed microfinance

loan, residing in Bangalore-East region.
ii. Sampling technique: Convenient sampling technique will be used to choose the respondents in selected

areas of Bangalore- East region.

c. Statistical Analysis:
The data collected from the study has been tabulated, analysed and interpreted with the help of different kinds
of graphs and tables through the software’s such as Microsoft Excel and SPSS. Further the statistical tools
such as chi-square and percentage analysis have been used for analysis.

For the purpose of chi-square test the data related to chi-square is tabulated in form of 2x2 matrices.
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VI. Results and Analysis:
Questions Result; Analysis and findings
1. Relationship between
poverty line and Religion of
respondents of respondents

Among 120 respondents, 65% of them belong to BPL category and 35% of
them belong to APL category. Under BPL 40.83% are Hindu’s, 12.5% are
Muslims and 5% are Christians. Under APL 29.17% of them are Hindus,
5% of them are Muslims and 0.83% of them are Christians.

2. Relationship between
poverty lines and education
level of respondents

Among 120 respondents, 65% of them belong to BPL category and 35% of
them belong to APL category. Under BPL category 47.5% have no formal
education, 14.17% have completed 10th std, 2.5% of them have done PU
and 0.83% of them have pursued degree.
Under APL category 10% have no formal education, 10% have completed
10th std, 12.5% of them have done PU and 2.5% of them have pursued
degree.

3. Relationship between
poverty lines and marital status
of respondents of respondents

Among 120 respondents, 65% of them belong to BPL category and 35% of
them belong to APL category.
Under BPL category 52.5% are married, 5% are unmarried, and 7.5% are
widow or divorcee. Under APL category 23.33% are married, 8.33% are
unmarried, 3.33 % are widow or divorcee.

4. Relationship between
poverty lines and monthly
income of respondents

From the above it is clear that the asymptotic significance i.e., .003 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and
monthly earnings of individual based on the level of confidence, therefore
H1 is accepted and H0 is rejected

5. Relationship between
poverty lines and monthly
expense of respondents

From the above it is clear that the asymptotic significance i.e., .048 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and
monthly expenses of individual based on the level of confidence, therefore
H1 is accepted and H0 is rejected

6. Relationship between
poverty lines and purpose of
loan taken by respondents

Under BPL category 43.33% took loan to start business, 6.67% expanded
business, 4.17% paying school fees, 6.67% for family commitments,
4.17% for option 1 and 3. Under APL category 15.83% took loan to start
business, 5% expanded business, 6.67% paying school fees, 5% for family
commitments, 2.5% for option 1 and 3.

7. Relationship between
poverty lines and source of
loan of Individuals

Under BPL category 60% of them are dependent on microfinance loan,
0.83% of them other sources, and 2.5% of them from MFI’s and also
friends and relatives. Under BPL category 31.67% of them are dependent
on microfinance loan, 5% of them from MFI’s and also friends and
relatives.

8. Relationship between
poverty and number of years
the individual is in occupation.

From the above it is clear that the asymptotic significance i.e., .023 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and
number of years the individual is in occupation. Therefore H1 is accepted
and H0 is rejected.

9. Relationship between
poverty lines and amount of
loan applied by individuals.

From the above it is clear that the asymptotic significance i.e., .020 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and loan
applied by individual based on the level of confidence. Therefore H1 is
accepted and H0 is rejected.

10. Relationship between
poverty lines and loan amount

Under BPL category 55.83% of them have received the same amount as
they applied for and 9.17% of them did not receive the same loan amount
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received by customer as applied. Under APL category 25.83% of them have received the same
amount as they applied for and 9.17% of them did not receive the same
loan amount as applied.

11. Relationship between
poverty lines and customers
experience about rate of
interest.

Under BPL category 39.17% of them feel the interest is very low, 19.17%
feel its comparatively low, 5% of them feel it is high and 1.66% felt it is
too high. Under APL category 12.5% felt it is very low, 18.33% of them
felt that it is low and 4.17% feel it is high.

12. Relationship between
poverty lines and type of house
owned by individual
respondents.

From the above it is clear that the asymptotic significance i.e., .013 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and type of
house owned by individual based on the level of confidence. Therefore H1
is accepted and H0 is rejected.

13. Relationship between
poverty lines and impact after
availing loan

Under BPL, 16.67% of them feel that it has improved their business,
34.17% of them felt that improved their social status, 6.67% of them feel
that it has improved role in family and 7.5% of them feel that it has
improved social status as well as role in family. Under APL, 15% of them
feel that it has improved their business, 11.67% of them felt that improved
their social status, 6.67% of them feel that it has improved role in family
and 1.67% of them feel that it has improved social status as well as role in
family.

14. Relationship between
Poverty lines and number of
years the individual is in loan.

From the above it is clear that the asymptotic significance i.e., .023 is
lesser than the level of significance i.e., .05 which concludes explaining
that there is a significant relationship between the poverty lines and
number of years the individual is in loan. Therefore H1 is accepted and H0
is rejected.

15. Relationship between
poverty lines and borrowing
pattern of individual

From the above (table no 4.23 ) it is clear that the asymptotic significance
i.e., .755 is greater than the level of significance i.e., .05 which concludes
explaining that there no is a significant relationship between the poverty
lines and loan borrowing pattern
Of individuals. Therefore H1 is accepted and H0 is
Rejected.

16. Relationship between
poverty lines and perception
about efforts of MFI activities
towards poverty alleviation.

Under BPL category, 33.33% of them felt the effort of MFI to reduce
poverty is excellent, 28.33% of them felt it was good and 3.33% of them
were neutral. Under APL category, 6.67% of them felt the effort of MFI to
reduce poverty is excellent, 2.5% of them felt it was good and 3.33% of
them were neutral.

17. Relationship between
poverty lines and saving
stream of individual

Under BPL, 55% of them prefer to invest in Banks and 10% of them prefer
investing in post office savings. Under APL, 30% of them prefer to invest
in Banks and 5% of them prefer to invest in post office savings.

18. Relationship between
poverty lines and customers
perception about micro credit
and micro loans to reduce
poverty.

Under BPL, 48.33% of them strongly agree that micro credit and loan
reduce poverty and 16.67% of them agree but not sure. Under APL, 25%
of them strongly agree that micro credit and loan reduce poverty and 10%
of them agree but not sure.

VII. Suggestions and Recommendations:
1. The government should take more initiatives towards promoting the efforts of microfinance in women

empowerment and poverty alleviation, although the various organizations and schemes have been initiated
and introduced, proper utilization of such schemes are not made its end users and this is because of lack of
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awareness about promotional activities and development activities of such organizations. Hence it is
necessary to strengthen the efforts for developing microfinance activities and encourage women
empowerment and also to reduce poverty.

2. The existing microfinance institutions must make the loan process simpler and easier to access to its
customers, sufficient inputs with regards to awareness, microcredit requirements and benefits, the loan
process, the importance of the small credit should be clearly explained to its customers.

3. The Government should also take initiatives to monitor the private microfinance institutions and small
credit lending other financial institutions whose main motive is money making and not the development
of the society and make sure all the services reaches to its beneficiaries who are in need of such services.

4. The government should concentrate more on mass banking by making necessary provisions in financial
budgets with attractive interest rates and opportunities for loan attainment.

5. The microfinance institutes should take initiatives to create awareness, promote microfinance (through
advertisements in social media etc.,), conduct workshops and seminars in every corner of the country to
educate people about importance and benefits of microfinance activities.

6. It is necessary to ensure there is equal distribution of microfinance in rural and urban parts of the country
to provide equal opportunities and encourage poverty alleviation.

7. The microfinance banks should also take an initiative to promote saving habits among its customers and
indeed help them to become independent and thus encourage poverty alleviation.

VIII. Conclusion:
Microfinance is an evolving socio-economic tool in the current competitive era that helps for poverty

alleviation and women empowerment. The essential differences in swiftness of empowering women are
combined results of cultural and religious norms in the society, behavioural attitude and differences among the
respondents and perception of family members about women empowerment, earning and expenditure pattern,
socio-economic factors, source of loan, the type of training and skill based programs rendered and many more.
All of these factors are equally important for empowerment of women. Without economic strength, women
will not be able to excise their guaranteed rights. It is, therefore necessary to seek participation of women as
equal partners with men in all fields of work, employment opportunities, and equal opportunities In terms of
work related training and protection at work place. The study reveals that most of the individuals who borrow
microfinance loans come under below poverty lines with no formal education and whose daily economic
activities are highly dependent on loans and debts. Although Government of India has taken many initiatives
to provide financial assistance and financial services to unreached poor, the success of these schemes are still
under progress. This is because of lack of efforts made to create awareness and knowledge among the people.

Microfinance is one of the ways of building the capacities of the poor and developing them in self-
employment activities by providing financial services like microcredit, savings and micro insurance. Growth
of microfinance activities over the decade has become effective tool in bringing about impressive growth in
empowering women by enabling them overcome the hurdles of insufficient funds.

Hence, it may be concluded that microcredit has benefited women members to enhance their role in the
society and gain equal opportunity.  However in the context of economic empowerment the Microfinance
Institutions have to take more initiatives to create awareness, provide training and development, and to
promote economic activities.
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