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Abstract:

Microfinance institutions (MFIs) play a critical role in alleviating poverty among women in developing countries,
addressing systemic financial exclusion through accessible, collateral-free loans. This descriptive study analyzes MFIs’
impact on women’s economic and social empowerment, focusing on income growth, asset creation, and social mobility
in countries like Bangladesh, India, and Pakistan. Utilizing secondary data up to June 2024 from sources such as the
World Bank, ILO, Grameen Bank, and India’s MoHUA, the study examines loan disbursement patterns, repayment rates,
and challenges, including high interest rates (20-30%), digital literacy gaps, and rural-urban disparities. In India,
government schemes like PM SVANidhi, Mudra Yojana, and Stand-Up India bolster MFI outcomes, supporting 46.2
lakh women micro-entrepreneurs. Case studies of women like Fatima Begum (Bangladesh) and Radha Devi (India)
highlight tangible impacts, such as 20% income increases and enhanced household decision-making. Charts illustrate
borrower demographics, loan utilization (50% for micro-enterprises), and scheme reach. Findings reveal that MFIs serve
112 million women globally, generating $150 per $100 loaned, though barriers like documentation and social constraints
persist. The study proposes policy measures, including interest rate caps and digital training, to enhance gender-inclusive
poverty alleviation, offering scalable insights for informal economies and sustainable development.
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Introduction

Poverty remains a pervasive challenge in developing countries, disproportionately affecting women due to systemic
barriers such as limited access to financial resources, education, and formal employment opportunities. Globally, 700
million people live below the international poverty line, with women constituting over 60% of the extreme poor in low-
income nations [ World Bank, 2024]. Microfinance institutions (MFIs) have emerged as a vital tool to address this gender-
specific financial exclusion, offering collateral-free, small-scale loans tailored to women’s needs. By June 2024, MFIs
served 140 million borrowers worldwide, with women comprising 80% (112 million), underscoring their pivotal role in
economic empowerment [World Bank, 2024]. In developing countries, women dominate informal economies, which
account for 60% of GDP in low-income nations, engaging in activities like street vending, tailoring, and small-scale
trading [ILO, 2023]. These sectors, however, often lack access to traditional banking, making MFIs a critical bridge to
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financial inclusion.

In India, government schemes like PM SVANidhi, Mudra Yojana, and Stand-Up India enhance MFI impacts by
providing targeted support to women micro-entrepreneurs, contributing to a $114 billion global MFI loan portfolio
[World Bank, 2024]. For instance, PM SVANidhi’s X10,000—-50,000 loans have empowered 25.8 lakh women vendors,
amplifying their business growth and household stability [MoHUA, 2024]. This paper descriptively analyzes MFIs’
impact on women’s poverty alleviation, focusing on loan utilization, economic outcomes, and social empowerment
across countries like Bangladesh, India, and Pakistan. Using secondary data up to June 2024, enriched with case studies
(e.g., a Gujarat vendor’s transformation via PM SVANidhi) and visual charts, it explores how MFIs and government
schemes foster income growth and social mobility while addressing challenges like high interest rates and rural-urban
disparities. The study offers policy insights for scaling gender-inclusive poverty alleviation in informal economies.
Review of Literature

Muhammad Yunus (2007), the pioneer of the modern microfinance movement, argued that access to microcredit plays
a vital role in empowering women economically and socially. He emphasized that small loans help women generate
independent income, enabling them to contribute meaningfully to household decisions and escape poverty. Yunus’s work
laid the foundation for understanding microfinance not just as a financial tool, but as a catalyst for gender equality.
Armendariz and Morduch (2010) highlighted how microfinance institutions (MFIs) integrate women into the formal
financial sector. Their research showcased institutions like the Grameen Bank, which achieved remarkable success by
targeting women borrowers, achieving a 97% loan repayment rate. They posited that women tend to be more reliable
borrowers and more inclined to reinvest income into family welfare, thus amplifying the social impact of microfinance.
According to the Grameen Bank’s 2024 Annual Report, women continue to constitute the majority of their borrower
base, maintaining a consistent repayment rate above 95%. The report also notes that access to microcredit has improved
women's entrepreneurial skills and financial independence across rural and semi-urban regions.

The World Bank (2023) reported that women borrowers in Bangladesh experienced a 15% to 20% increase in household
income after accessing microfinance. This income growth allowed for better food security, housing, and education. In a
related finding, the International Labour Organization (ILO, 2024) noted that microfinance-enabled women spent
approximately 10% more on health and education for their families, indicating broader welfare improvements beyond
economic metrics.

In the Indian context, Kumar and Singh (2023) estimated that around 66 million Indian women were active
microfinance borrowers. Their study observed a 12% increase in household consumption among borrowers, especially
in food and children’s education. This suggests that microfinance in India has a strong linkage with poverty alleviation
and improving living standards for women-led households.

Imai et al. (2012) studied the impact of microfinance in Vietnam and found a positive correlation between loan access
and income growth, noting that each loan led to a 0.021% rise in household income. However, they cautioned that long-
term benefits could be undermined by rising interest rates and poor financial literacy, especially in rural areas with limited
support infrastructure.

Ghalib, Malki, and Imai (2015) raised concerns about over-indebtedness among borrowers due to high interest rates,
which often ranged from 20% to 30%. Their research, based on fieldwork in rural Pakistan, emphasized the need for
responsible lending and borrower education to prevent debt traps—especially for women who often borrow to support
basic needs rather than productive ventures.

The Self Employed Women’s Association (SEWA, 2024) reported that access to microfinance significantly enhanced
women’s social confidence and bargaining power within their households and communities. Schemes like PM SVANidhi
and Mudra Yojana were identified as key enablers of financial independence for women street vendors, particularly in
urban and peri-urban areas.
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Chant and Pedwell (2008) explored the relationship between microfinance and gendered household decision-making.
They found that women who gained financial autonomy through credit access were more involved in decisions regarding
children’s education, healthcare, and family savings. This shift contributed to long-term empowerment beyond
immediate economic gains.

Kabeer (2001) emphasized the concept of bargaining power, showing how microfinance empowers women by
increasing their ability to negotiate within the household. Her study in rural Bangladesh revealed that financial access
often translated into improved self-esteem, social status, and control over personal and family decisions.

Bhan G. (2023) compared microfinance outreach between urban and rural regions in India. Her findings highlighted
that women in urban areas had better access to MFIs and digital tools, while rural women struggled with lower financial
literacy, physical distance to MFI branches, and limited mobile phone access—widening the gender divide in financial
inclusion.

Davis (1989) discussed broader challenges of women adopting digital technology in low-income communities. Although
written decades ago, her insights remain relevant today, especially in understanding the hesitation or inability among
women borrowers to fully engage with mobile-based financial platforms. This is echoed in the ILO (2023) report, which
emphasized digital literacy as a growing barrier for women’s participation in digital microfinance.

Putnam (2000) introduced the idea of social capital, which plays a crucial role in microfinance outcomes. Women who
are part of community-based MFI groups often benefit from peer support, shared knowledge, and collaborative risk-
sharing. These networks strengthen their resilience and enhance the overall effectiveness of microcredit as a tool for

empowerment.

Objectives

1. To describe women’s participation in MFIs in developing countries, focusing on loan disbursement and
demographic trends.

2. To analyze loan utilization and its impact on women’s economic and social empowerment.

3. To identify challenges, including high interest rates, digital literacy, and regional disparities, affecting women’s
access.

4, To explore the role of government schemes, institutional support, and social networks in enhancing MFI

outcomes for women.

Research Gap

While microfinance literature highlights poverty alleviation, women-specific outcomes across developing countries are
underexplored. World Bank [2023] and ILO [2024] provide broad statistics, but lack gender depth. Kumar and Singh
[2023] focus on India, addresses regional barriers, but cross-country gender analyses are limited. SEWA [2024] and
Bhan [2023] offer qualitative insights but lack comprehensive scheme integration. This study fills this gap by analyzing
women’s MFI participation, utilization, challenges, and the role of Indian government schemes using secondary data up
to June 2024.

Research Methodology

This descriptive study uses secondary data up to June 2024 from:

o World Bank [2023, 2024] and ILO [2023, 2024] for global microfinance and gender data.

o Grameen Bank [2024], SEWA [2024], and MFIN [2024] for case studies and women-specific outcomes.
. SBI [2023], IBEF [2024], and Kumar & Singh [2023] for India-specific data.

. NPCI and MoHUA [2024] for digital adoption and government scheme statistics.

. News Articles (e.g., Dawn, 2024) for qualitative narratives in Pakistan.
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Findings
1. Women’s Participation-

By June 2024, MFIs served 140 million borrowers globally, with women comprising 80% (112 million) [World Bank,
2024]. In Bangladesh, Grameen Bank supports 8.5 million women (94.4% of borrowers), while India’s MFIs serve 66
million women, and Pakistan’s Khushhali Bank reaches 1.2 million women, 70% rural [Grameen Bank, 2024; MFIN,
2024; Dawn, 2024]. Women aged 25-40 dominate (60%), with older women facing access barriers [ILO, 2023].

Women Borrowers By Country, June 2024
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Figure 1 illustrates these trends, showing Bangladesh’s high women’s share (94.4%) compared to Pakistan’s lower
share (60%) [World Bank, 2024].

2. Loan Utilization-
Women use loans for micro-enterprises (50%), household consumption (30%), and education/health (20%) [World Bank,
2023]. In India, women vendors diversify products, boosting incomes by 20-30% [Kumar & Singh, 2023]. Repayment
rates are high (97% in Bangladesh, 92% in India), reflecting financial discipline [Grameen Bank, 2024; SBI, 2023]. Each
$100 loan generates $150 in household income annually [World Bank, 2024].

Women Borrowers By Loan Purpose, June 24

3. Economic and
Social Empowerment
Women report a 15-20%
income increase and 10%

rise in health/education
spending [ILO, 2024].
Fatima Begum
(Bangladesh), a rural
tailor, Figure 2 shows the distribution of loan purposes, with micro-enterprises leading at 50% [World Bank, ~ Grameen Bank

2023]. borrower, used a $200
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loan to start a tailoring business, doubling her income to $120/month [Grameen Bank, 2024]. Ayesha Khan (Pakistan),
a widow, a Khushhali Bank client, invested in a grocery shop, improving her children’s education [Dawn, 2024]. Radha
Devi (India, SEWA), a post-COVID vegetable vendor, used a 10,000 PM SVAN:idhi loan to expand her stall, gaining
household decision-making power [MoHUA, 2024, SEWA, 2024].

4, Government Schemes for Women Micro-Entrepreneurs in India
Indian government schemes enhance MFI impacts for women micro-entrepreneurs, particularly in informal sectors
[MoHUA, 2024]. Key schemes as of June 2024 include:

o PM SVANIidhi: Provides 10,000-350,000 collateral-free loans to street vendors, with 43% women
beneficiaries (25.8 lakh). Women use loans for inventory (60%) and stalls (25%), with 92% repayment rates and 1,200
UPI cashback [MoHUA, 2024].

o Pradhan Mantri Mudra Yojana (PMMY): Offers loans up to 10 lakh (Shishu, Kishor, Tarun plans),
with 70% women beneficiaries (46.2 lakh), supporting tailoring and catering businesses [Web:15, Web:22].

o Stand-Up India: Provides 310 lakh—X1 crore loans for women and SC/ST entrepreneurs, benefiting 1.5
lakh women in manufacturing/services [Web:15].

o Udyogini Scheme: Offers up to X1 lakh at concessional rates for low-income women, with 2 lakh
beneficiaries and 30% subsidies for SC/ST women [Web:22].

o Annapurna Scheme: Supports 50,000 women in food catering with ¥50,000 loans, 36-month
repayment [Web:16].

These schemes, linked with MFIs like SIDBI, generate 312,000 crore in economic activity [MFIN, 2024].

Indian Government Schemes for Women Micro-
Entrepreneurs, June 2024
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Figure 3 visualizes women beneficiaries across schemes, with Mudra Yojana leading at 46.2 lakh [MoHUA, 2024].

2. Digital Adoption
Digital MFI platforms (e.g., M-Pesa, UPI) serve 20 million women, with a 25% transaction rise ($50 billion) from 2022—
2023 [NPCI, 2024]. In India, PM SVANidhi’s UPI cashback incentivized 7.2 lakh active women users, though 35% of
women over 40 face literacy barriers [SBI, 2023; ILO, 2023].

3. Challenges

High interest rates (20-30%) cause over-indebtedness in 15% of cases [Ghalib et al., 2015]. Documentation barriers
reject 10% of women’s applications [B Rural women receive only 40% of loans due to urban bias [Bhan, 2023]. Social
constraints and harassment by loan officers affect 20% of women [SEWA, 2024].
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Table 1: Women Borrowers by Country (June 2024)
Women Borrowers Total Borrowers Women’s Share

Country (Millions) (Millions) (%)
Bangladesh 8.5 9.0 94.4
India 66.0 80.0 82.5
Pakistan 1.2 2.0 60.0
Kenya 35 5.0 70.0
Nigeria 2.8 4.5 62.2

Source: World Bank, 2024; Grameen Bank, 2024
Table 2: Loan Utilization by Women (June 2024)

Purpose Percentage (%) Economic Impact

Micro-enterprises 50 20-30% income increase
Household Consumption 30 12% rise in consumption
Education/Health 20 10% increase in spending

Source: World Bank, 2023, ILO, 2024
Table 3: Key Indian Government Schemes for Women Micro-Entrepreneurs (June 2024)

Scheme Loan Amount () Women Beneficiaries Key Features

PM SV ANidhi 10,000-50,000 25.8 lakh Collateral-free, 7% interest subsidy

Mudra Yojana Up to 10 lakh 46.2 lakh No collateral, Shishu/Kishor/Tarun plans
Stand-Up India 10 lakh—1 crore 1.5 lakh 51% women ownership for non-individuals
Udyogini Scheme Up to 1 lakh 2 lakh Concessional rates, 30% subsidy for SC/ST
Annapurna Scheme  Up to 50,000 50,000 For food catering, 36-month repayment

Source:MoHUA,2024

Recommendations and Suggestions

1. Lower Interest Rates: Cap MFI interest rates at 15% to reduce over-indebtedness, aligning with Udyogini’s
concessional rates [Ghalib et al., 2015; Web:15].

2. Simplify Documentation: Accept alternative IDs (e.g., Aadhaar), as in PM SV ANidhi, to lower rejection rates.
3. Digital Literacy Programs: Partner with fintech firms (e.g., Paytm, M-Pesa) to train women over 40, building
on Mudra Yojana’s digital push [ILO, 2023; Web:12].

4, Expand Rural Outreach: Increase MFI branches in rural areas, leveraging Stand-Up India’s model [Bhan,
2023; Web:15].

5. Strengthen Women’s Networks: Promote collectives like SEWA, as seen in PM SVANidhi’s success [SEWA,
2024].

6. Integrate with Government Schemes: Link MFIs with Mudra, Stand-Up India, and Udyogini for seamless

credit access [Web:22].

Conclusion
MFIs, supported by schemes like PM SVANidhi, Mudra Yojana, and Stand-Up India, have empowered 112 million
women globally by June 2024, driving 20% income growth and 97% repayment rates. Visual charts and case studies
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from Bangladesh, Pakistan, and India highlight economic and social gains, though high interest rates, documentation
barriers, and rural-urban disparities persist. By integrating with government schemes and addressing challenges, MFIs
can enhance gender-inclusive poverty alleviation, offering a scalable model for informal economies.
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