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INTRODUCTION 

 

The Micro finance activity is the result of NABARD’S work in the micro-finance sector, 

which started in 1992 through a pilot project for promoting 500 self help groups (SHGs). As the idea 

gained acceptance from the banking system and the results were promising, the Reserve Bank of 

India (RBI) encouraged this positive initiative by issuing instructions to banks in 1996 to cover SHG 

financing as a mainstream activity under their priority sector–lending portfolio. The Government of 

India (GOI) made linking SHGs with banks a national priority from 1999 onwards through its 

periodic policy and budget announcements. Today, the programme is growing at a pace of about 2.5 

million households annually. It is the largest and fastest growing microfinance programme in the 

world in terms of its outreach and sustainability. Internationally, the MF industry has remarkable 

success in extending financial services to the poor. Micro-Finance is also known as micro-credit is a 

financial service of small quantity provided by financial institutions to the poor. These financial 

services may include savings, credit, insurance, leasing, money transfer, equity transaction etc., that 

is, any type of financial service, provided to customers to meet their normal financial needs.  

Micro finance is being viewed as a very powerful tool for uplifting the economic conditions 

of the assets less poor through group approach that ensures active participation and involvement of 

the beneficiaries in effective implementation of the programme. Micro finance has emerged as a 

needful programme to cater to the needs of the most underprivileged people. The major concern 

today is ever increasing poverty and there is urgent need of empowering, enabling the most neglected 

sections of the society through organized support to all poverty alleviation programmes. Considering 

the paucity of funds with poor people, the need of the hour is to provide adequate credit to the needy 

people to enable them to   undertake entrepreneurial activity. This paper would highlight the 

significance of micro finance in the field of rural economy. 

 

 

CONTIBUTIONS OF MICRO FINANCE IN INDIA 

 

 

 The micro financing schemes in India came with the introduction of SHG concept by 

NABARD for the first time in the government sector. In the non-government level, Self-

Employment Association of Women [SEWA] founded by Ela Bhatt was the first of it kind as 
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Grameen Bank in Bangladesh. Later on several other organisation such as RASS, SHARE in 

Hyderabad, MYRADA in Karnataka and WWF in Chennai and various orgnisations in various parts 

of Southern India proved to be very successful in empowering women economically through the 

micro credit programmes. SEWA has pioneered an economic revolution amongst the poorest women 

of Gujarat since 1972. The NABARD concept of SHGs is extensively prevalent in India. NABARD 

a bank for rural development has conceived the concept of SHGs with full support and vigour and 

succeeded in establishing that Self-Help is the best help to progress.  

The development of the rural poor is an essential issue for the country’s equitable and 

sustainable economic development. The experience so far, has been that the economic development 

of the weaker sections was not possible through the government intervention alone. Other 

alternatives are: actively involving people to form Co-operatives and the involvement of Non-

Government Organisations, Banks, Educational Institutions, Panchayat Raj institutions, etc.  

It was revealed in a survey conducted by NABARD  that micro finance can be a powerful instrument 

initiating a cyclical process of growth and development. It has improved the access to rural poor to 

financial services, both savings and credit. The increased access signifies overcoming isolation of 

rural women in terms of their access to financial services and denial of credit due to absence of 

collateral. The pool of savings generated out of very small but regular contributions improved access 

of the poor women to bank loans.  

    An effort has been made to analyse the role of farmers’ cooperative society in the form of a group 

called Sericulture Quality Clubs (SQCs) in the rural development in general and the sericulture 

activity in particular. In approximately two years the society with the able guidance of the president, 

secretary and the members could make business of Rs 2.3 lakhs just with the initial capital of 

Rs10,000 supported by the sericulture department. Out of this they could make a profit of Rs 26,000 

just by selling the disinfectants. It has greatly helped in promoting thrift and saving habits even 

among the low earning people who should normally spend, what is earns for the day of advance. 

Sericulture industry has been one of the oldest and labour oriented industries requiring huge 

manpower of its various stages starting from planting mulberry, rearing worms, reeling silk weaving. 

At last upto the level of weaving the manpower requirement is of the highest order and rural people 

are lived. All the research results, if reach the end users, definitely results is radical changes in any 

field and culture industry is no exception. Time tested research results are available to increase 

productivity, cost production and improves quality. But making these reaches the farmers and 

motivating them to adopt them has one of the difficult tasks being faced for years together. Lot of 

efforts are put in through various methods of extension but still it is difficult looking at the vast area 

an population. 



4 
www.ssijmar.in 

Forming Quality Clubs, Farmers Clubs, Self Help Group and routing all our efforts through 

these the level, grass root level associations will help in greater reach with utmost efficiency. This 

self help movement has been in practice and promotion for over a decade and there are lots of 

matured groups. There are groups which have graduated to a level of regular savings in proper 

maintenance of records, internal lending and accepting and adopting new idea advocated to them if 

otherwise found useful to them. So, such matured groups can be used as tool for transfer technology 

in sericulture extension. 

India lives in her villages and the developments of the villages only can in turn lead to the 

development of state as told by Mahatma Gandhi holds good even today. For this to happen, self 

sufficiency of the villages, self employment, cooperative culture and the power of unity holds the 

key. In achieving this dream Gandhi, the concepts of Quality clubs, farmers clubs, self help group 

movement have cropped up and the results are before us. It has been proved beyond doubt that these 

group dynamics can be dependable, long lasting and result oriented at least as far as economically 

backward rural people and more so the women concerned. Years of experience with SHGs, QC, and 

FC promotion have proved that these are the people institutions which can directly help the members 

of the group and a group of such groups can result in all and development of the villages as a whole.  

It has to be realized that MF is a means or an instrument for development, not an end itself. 

To assess the extent to which Indian MF has been able to achieve the goal of poverty eradication and 

fulfill its role as a means for development requires in depth impact assessments on an ongoing basis.  

The increasing amount of savings mobilization by MFIs has to take place within a regulatory 

framework. In the absence of the same, the relative laxity given scope.  

Before going to the issues, a brief note on SHG is given in this section. Self-Help Groups 

[SHGs] have proved to be an effective tool or instrument in India to address the problem of poverty 

on the one hand and also empower women on the other. It is not only expected to empower women 

economically but also socially in terms of say fighting for their rights, fighting against the social 

evils such as gender bias, child labour, violence against women, secondary status assigned to women, 

dowry, crimes against women etc. It is true that the over all empowerment depends on the economic 

empowerment and as such women primarily concentrate on savings and then they extend their 

intervention and  coverage to various other aspects including health, nutrition, environment, forestry, 

agriculture etc. Hence several women empowerment programmes are now primarily based on the 

SHG concept though strictly all of them do not follow the same method. 
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CONCLUSION  

 

 

In recent years, micro-credit has become a buzz word among the development practitioners as 

it holds a big promise to generate income and employment and alleviate poverty in developing 

countries. Micro finance programme is the most promising strategic weapons for attacking poverty 

by way of providing development funds to the poorest of the poor target groups. If poor people are 

given opportunities to undertake entrepreneurial activities supported by proper access to credit, it 

will certainly enable them to come out of poverty trap. 

    ***** 


