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India is a developing country, and our economy is a mixed economy in which the public and private sectors coexist. For the 

purpose of balancing our economy, the government concentrates on both sectors and formulates policies that are beneficial to our 

economy. Micro finance is one of the models, strategies, and programmes that the Indian government implements from time to 

time in order to build the Indian economy. India has adopted this plan from Bangladesh. Because this strategy has a favorable 

impact on Bangladesh's economy. Microfinance has gotten a lot of attention from financial services providers as a viable option 

in the rural credit market. Several studies have shown that microfinance is a powerful tool for poverty reduction, allowing the 

poor to build assets, increase their incomes, and reduce their economic vulnerability. 

The two main mechanisms for providing financial services are (1) Relationship based banks for individual poor and small 

businesses. (2) A group-based model in which multiple entrepreneurs gather to apply for credit. Microfinance is one of the most 

powerful tools among many tools for poverty reduction programs. However, despite recent claims, caution is required. The 

equations for microfinance and poverty mitigation are not simple because poverty is a complex phenomenon. You need to 

understand when and how microfinance is suitable for the poorest people. The delivery channels, methodologies, and products 

offered are linked to each other. Access to formal banking services is difficult for the poor. The main problem facing the poor when 

trying to get a loan from a formal financial institution is the need for collateral. In addition, borrowing is associated with many 

bureaucratic procedures, adding additional transaction costs to the poor. Formal financial institutions have no incentive to lend 

money to them. In general, formal financial institutions prefer urban areas over rural areas, large-scale transactions over 

small-scale transactions, and non-farming over agricultural loans. This paper seeks to analyze its role in the growth and poverty 

reduction of the microfinance sector.   

 

KEYWORDS: Microfinance, Banking, Poverty Reduction, Economic Development. 

 
 

1.INTRODUCTION 

Microfinance is a very helpful scheme for the people 

whose income is average or less than average and 

self-employed who does not get easy access in to the 

financial services and traditionally lack access in to 

banking services. Overall, we can say that the objective 

of microfinance scheme is to get easy access to these 

people for the financial services and to increase their 

standard of living through microfinance scheme and to 

overcome the poverty. Microfinance is a tool aimed at 

alleviating poverty through financial inclusion for 

economic development. Microfinance provide vast 

variety of financial services to serve the average or less 

than average people such as Micro credit, micro saving, 
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micro insurance and fund transfer. The two main 

mechanisms for providing financial services are (1) 

Relationship based banks for individual poor and small 

businesses. (2) A group-based model in which multiple 

entrepreneurs gather to apply for credit. 

 

OBJECTIVES 

1. To find out the poverty reduction in Nagpur district 

through microfinance. 

2. To study the social impact of microfinance in 

Nagpur district. 

3. To access the economic decision-making capability 

of member. 

2.BACKGROUND 

Micro finance movement started on 1992 in India. 

With national bank for Agriculture and rural 

development (NABARD) initially SHG-BLP 

programme has been designed and nurtured by 

NABARD for over three decades now [1]. It has 

provided policy support, training and capacity building 

besides extending financial support in the form of grant 

as well as refinance for bank lending for the healthy 

growth of the programme. The initiatives include 

developing a conducive policy framework through 

provision of opening Savings Bank Accounts in the 

names of SHGs [though they are informal groups]; 

relaxation of collateral norms; simple documentation; 

introduction of Bulk Lending Scheme in 1993 for 

encouraging the NGOs which were keen to try group 

approach and other financial services delivery 

innovations in the rural areas; support to banks for 

promotion of SHGs; support to NGOs for promotion of 

SHGs; training and awareness building among the 

stakeholders; provision of capacity building support for 

NGOs/SHGs/Banks; promotion of livelihood 

development of SHG members through training 

programmes; Monitoring progress and dissemination 

through Seminars, Workshops, Occasional Papers and 

Print media. procedure for Paper Submission 

3.RELATED WORK 

The existing literature on the impact of microfinance 

can be broadly divided into three categories. The first 

category examines the impact of microfinance on 

poverty [2][3]. The second strand of literature deals with 

the impact of microfinance on women's empowerment 

[4][5]. The third series of studies highlight other effects 

of microfinance, such as the impact on education, 

health, nutrition, consumption level and build assets [6], 

2006; [7], 2009; [8], 2008; [9], 2010; [1], 2008). However, 

most of the evidence of the impact of microfinance 

interventions around the world remains highly 

controversial and limited on micro-economic 

foundations (household or business data). Recent work 

macroeconomic levels as [10], 2011 concluded that 

microfinance is a powerful tool against poverty. 

4.RESEARCH METHODOLOGY 

A.  Primary Source of Data 

The primary data was collected using structured 

Questionnaire which was given to 50 members of Micro 

finance scheme member in the Nagpur city. Interview 

method was also applied to collect required information 

regarding this study. 

B. Secondary Source of Data 

The present study also uses secondary data. The 

required data was collected from the published annual 

report of NABARD, NITI Aayog, MFI, Private and 

Public Bank and related books and generals for relevant 

articles related to the study. 

5.POVERTY ESTIMATION IN INDIA 

The NITI Aayog recently released the National 

Multidimensional Poverty Index: Baseline Report 2021. 

The report identifies 25.01% of India’s population as 

multi dimensionally poor. However, this estimate is 

significantly lower than the Priority Household 

beneficiaries under the National Food Security Act. 25% 

of Indians multi dimensionally poor 

The Multidimensional Poverty Index (MPI) is based 

on three dimensions — health, education, and standard 

of living — with each having a weightage of one-third 

in the index. These dimensions are further based on 12 

segments — nutrition, child and adolescent mortality, 

antenatal care, years of schooling, school attendance, 

cooking fuel, sanitation, drinking water, electricity, 

housing, assets, and bank accounts. 

This baseline report of India’s first-ever national MPI 

measure is based on the reference period of 2015-16 of 

the National Family Health Survey (NFHS) i.e., NFHS 

4th round. India has made remarkable strides through 

flagship programmatic interventions in housing, 
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electricity, sanitation, drinking water, and cooking fuel, 

among others, as reflected in initial publications of 

NFHS 5th round (2019-20). Since the NFHS dataset is 

not available for all indicators and states, the baseline 

report and MPI index estimation is presently based on 

NFHS-4 and it will be updated once the complete 

NFHS-5 dataset is available [11].  

The MPI (multidimensional poverty index) report 

identifies 25.01% of India’s population as multi 

dimensionally poor. About 32.75% of the population in 

rural areas and 8.81% of the population in urban areas 

has been identified as multi dimensionally poor, as per 

the MPI 2021 Report. 

Among Indian states, Bihar records the highest 

headcount poverty ratio with 51.91% of the population 

who are multi dimensionally poor. This is followed by 

Jharkhand (42.16%), Uttar Pradesh (37.79%), Madhya 

Pradesh (36.65%), Meghalaya (32.67%) and so on[12]. 

 

6.DATA COLLECTION AND ANALYSIS 

A.  Age of the Respondent  

Age of Respondents Result 

18-25 6 

26-35 26 

36-45 14 

46-55 4 

Table 1: Age of Respondent 

From the analysis of data it is observed that majority 

of the member is 26 fall in the group of 26-35 and 14 

member fall in the age group of 36-45 and 6 Member fall 

in the group of 18-25 and 4 Member fall in the group of 

46-55 year of age from the above analysis researcher can 

conclude that majority of the member are young and 

matured. 

B. Occupation of the Respondent 

Occupations Result 

Housewife 24 

Employee 8 

Entrepreneur 4 

Agricultural Labor 2 

Any other 12 

Table 2: Occupation of Respondent 

From the above data researcher can observed that 24 

respondents are housewife, 8 are employee, 4 are 

entrepreneur, 2 are agricultural labor and 12 are form 

other. It is observed that most of the respondents are 

housewife. 

C. Awareness amongst Respondent 

Sources of Awareness Result 

Friends 14 

Relatives 9 

Neighbors 25 

Newspaper and Magazines 2 

           Table 3: Awareness amongst Respondent 

From the above data researcher observed that 25 

members aware through neighbor, 14 members aware 

through friends, 9 members aware through relatives 

and 2 members aware through newspaper and 

magazines. 

D. Duration of Finance  

Number of Years Result 

Less than 1 Year 12 

1-3 Year 32 

More than 3 Years 6 

Table 4: Duration of Finance 

From the above data researcher observed that 

duration of the finance is more in 1 to 3 years around 32 

people says this and 12 people says that they get loan 

for less than a year because they are new for taking loan 

and remaining people says that they get a loan for more 

than 3 years. 

E.  Installments Collection    

Number of Years Result 

Monthly 15 

Weekly 35 

Table 5: Installments Collection 

From the above data researcher observed that most of 

the people around 35 people says that our installment 

collection is weekly some says Monday morning an 

some says our installment collection day is Thursday of 

every week. And some finance company takes monthly 

installments.  
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F.  Rate of Employment Generation  

Rate of Employment Result 

1%-3% 15 

3% -5% 15 

5%-7% 12 

7% and Above 8 

Table6: Rate of Employment Generation 

From the above data it is observed that employment 

of the 15 members is increase 1% to 3%, employment of 

another 15 member is increase 3% to 5%, employment of 

the 12 members is increase 5% to 7% and employment 

of the 8 members are increases by 7% and above. From 

the point of view of the researcher. It can be highlighted 

that micro finance scheme is beneficial for the people for 

increases their financial stability and Rate of 

employment generation [13]. 

G. Social Impact in Respondent Life  

Social Impact SHG 

Standard of Living 12 

Education Level of Children 24 

Changes in Healthy and Nutritional Food 14 

Table 7: Social Impact in Respondent life 

 From the above data is it observed that majority of 

the member are able to increase the Education level of 

their children some are able to increase the changes in 

healthy and nutritional food and some of the members 

are able to increase their standard of living through 

micro finance scheme. From the point of view of the 

researcher, it can be highlighted that micro finance 

scheme is more beneficial for increasing the social 

impact of the member in the society. 

H. Poverty Reduction Ratio in Respondents Life 

Rate of Poverty Reduction Result 

1%-3% 18 

3% -5% 15 

5%-7% 9 

7% and Above 8 

Table 8: Poverty Reduction Ratio Respondent life 

From the above data it is observed that Poverty 

reduction ratio of the 18 members is increase by 1% to 

3% and Poverty reduction ratio of the 15 members 

increase by 3% to 5% and Poverty reduction ratio of the 

9 members are increase 5% to 7% and Poverty reduction 

ratio of the 8 members are increases by 7% and above. 

From the point of view of the researcher. It can be 

highlighted that micro finance scheme is beneficial for 

the people for increases their Poverty reduction ratio 

[14]. 

I. Decision Making Capability of Respondent 

Decision Making Capability 

of Respondent 

Result 

Increases 21 

Remain Same 29 

Table 9: Decision Making Capability of Respondent 

From the above data it is observed that decision 

making capability of the 21 respondent is increases and 

29 respondent says that their decision-making 

capability remain same. From the point of view of the 

researcher. It can be highlighted that micro finance 

scheme is beneficial for the people for increases the 

decision-making capability of the Respondent [15]. 

 

7.FINDIGS 

As per the study researcher found that most of the 

members are women in this micro finance scheme 

because here is a group-based model in which multiple 

entrepreneurs come to gather to apply for credit and get 

loan in group like 10 to 15 members in a group and they 

get a loan of Rs.150000 or Rs. 300000 which is divided in 

to the member and collection of loan is weekly and, in 

some cases, it is monthly [16]. It is also observed that 

most of the member are young and matured out of that 

many members are housewife and they aware about 

this scheme through neighbors and duration of the loan 

is around 1 to 3 years because of this micro finance 

scheme most of the respondent is able to increases their 

rate of employment and their social impact is also 

increases. Micro finance scheme is also helping them for 

poverty reduction ratio and helping them for increasing 

their decision-making capabilities 

 

8.FUTURE SCOPE AND CONCLUSION 

The study conclude that Micro finance scheme 

brought positive changes in individual member level 
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and household level by the way of improvement in 

household income, creation of household asset, easy 

access to the bank credit, coverage under insurance 

scheme and opening saving bank account of the 

member. 

 Micro finance scheme which are working in India that 

are concentrating on poor women offer greater promise 

and potential to address poverty as they focus on 

building social capital through access to financial 

service. Earlier poor people had no source other than 

local money lender for large sums of money. Nowadays 

Microfinance and Micro credit program and self-help 

bank linkage program in India have been increasingly 

promoted for their positive economic impact and the 

belief that they are empowered women [17]. 

Normally SHG and JLG are connected with the initial 

activity of Microfinance or Micro credit and various 

other activities related to the holistic development of 

their community. Access to Microfinance benefits 

women, their families and communities by increasing 

income, awareness and bargaining power, increasing 

resource availability to families for improved nutrition 

and education, growth in local economies through the 

increasing women’s spending and an expanded view of 

social and economic norms related to women and also 

helping the for increasing their decision-making 

capabilities [18]. 
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