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Abstract 

Women business owners in underdeveloped nations and the importance of microfinance. In order to promote gender equality in 

entrepreneurship, it analyzes the obstacles women encounter when trying to access financial services, the effects of microloans on company 

growth, the socio-economic advantages of financial inclusion, and provides policy suggestions based on its findings. Indians live in rural 

areas for the most part. Among nations that rely heavily on agriculture for their economy, India ranks fourth. Compared to urban areas, the 

literacy rate in rural regions is lower. When it comes to creating jobs and fighting poverty, women entrepreneurs are an absolute game-

changer, especially in developing nations. Access to microfinance is a major barrier to business growth and economic empowerment for 

women entrepreneurs due to the many obstacles they face. 
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Introduction 

Microfinance entails extending credit to those with low 

incomes or members of underserved communities who lack 

the means to use conventional banking services. There is 

some debate among microfinance organizations as to 

whether or not their goals include a societal revolution. 

Most microfinance organizations cater to small business and 

individual requirements by providing microloans and 

microcredit, which are terms for small loans used for 

working capital. A kind of microfinance is a nutshell, a kind 

of informal lending. For businesses that couldn't get loans 

from traditional lenders, it was originally designed to 

provide with financial assistance. One subset of 

microfinance, microcredit allows low-income businesses to 

get modest business loans. These companies provide a full 

suite of services, including savings accounts, 

microinsurance, and payment processing. In contrast, 

microfinance organizations that have the proper licensing 

may provide savings accounts together insurance and money 

transfers. 

There are many different areas that might benefit from 

microfinancing. It may be used by families to settle their 

debts. To pay off their high-interest debts and purchase 

agricultural goods, farmers utilize it. Here, however, we will 

center our attention on the ways in which microfinancing 

has facilitated the intellectual and economic advancement of 

women. Some people think that women have always been 

able to see what's coming their way, and that given the 

chance, they can turn their inherent strengths into something 

powerful that will benefit both themselves and the world 

around them. While a string One modest purpose of 

microlending is to reach individuals without access to 

traditional banking services; nevertheless, a number of 

suicides in India over the last decade have put doubt on this 

claim. bank accounts-is just as challenging today. 

Lenders from the higher class, known as "Savkar," would 

charge exorbitant interest rates to the lower class in the past 

when established banks refused to lend to them. Borrowers 

were duped into paying exorbitant amounts of interest by 

lenders who took advantage of their lack of literacy. It was 

very dangerous without government oversight, and the 

growing number of fraudulent operations made it an 

important social issue. 

The government established regulations for the construction 

of cooperative banks and other organizations in response to 

the increasing demand for microcredits, since supply and 
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demand are interdependent. Various programs to aid the 

poor are offered by microfinancing institutions and self-help 

organizations. Beginning in 1991–1992, NABARD heavily 

promoted self-help groups. The so-called "SHG movement" 

really began at that moment. The Reserve Bank of India also 

authorized SHGs to open bank savings accounts in 1993. A 

turning point for the movement came when financial 

services were made available. 

 

Literature Review 

Cheston, Susy; and Kuhn, Lisa (2002) [1] study that aimed to 

determine how SHGs contribute to women's empowerment 

efforts. This data was mostly sourced from the Indian state 

of Goa. While there are 500 SHGs in Goa, the National Co-

operative Union of India (NCUI) has provided funding to 

100 of them. From the talukas of Bardez and Bicholim, 

twenty-five women SHGs were selected by NCUI to 

participate. Before and after, the SHG method was used to 

compare the results. Particularly in rural Goa, microfinance 

impacts women's life over the long run. according to the 

research. Gains in revenue, savings, and discretionary 

spending all rose. The group's social circle expanded as 

members' self-assurance grew. As women's economic 

opportunities and collective organizing skills have grown, 

gender-based problems such as domestic violence, dowry, 

and polygamy have diminished. The members' apparent 

enthusiasm for the program's benefits led them to suggest 

that additional women form SHGs advantages. As a result 

of SHGs, there was more mutual understanding between 

people of various faiths.  

Swain (2017) [2]. The data was gathered from five states in 

India over the course of two periods, beginning in July 2000 

and ending in 2003, for this specific purpose. The states in 

question were Maharashtra, Tamil Nadu, Andhra Pradesh, 

Uttar Pradesh, and Orissa. Methods such as focus groups 

and interviews were used. Twenty such focus groups took 

place overall, with four sessions conducted in each of the 

five states that were surveyed. In each focus group, anything 

from fifteen to twenty people from different SHGs took 

part. To find out how effective the microfinance program 

was, we compared one group that had participated in SHGs 

to another that had not. Distinct differences existed between 

the SHG participants and those who received a placebo. 

Mobility, self-confidence, exposure, and communication 

skills were among the areas where the SHG members saw 

the most improvement. Respondents from SHGs indicated 

higher rates of self-confidence (88% vs. 34%). after group 

participation. There was a marked improvement in the SHG 

families' self-assurance when it came to sharing their 

thoughts during meetings. Nearly 87% of SHG members 

said they could weather a household financial emergency. 

Borrowing women made the important choices on the 

purchasing of raw materials and the price of their products, 

according to almost of the people in the control group, 43% 

were women and 60% were men.  

Tracey, L. Moyle; Maureen, Dollard; and Saswata, Narayan 

Biswas (2018) [3] The authors of the research looked at how 

taking part in self-help organizations boosted the economic 

and personal standing of rural Indian women. The study 

polled 100 rural women residing in the Udaipur area of 

Rajasthan, an Indian state. These women learned to sew, 

embroider, and patch while volunteering with the Sewa 

Mandir NGO in Rajasthan's Udaipur and Rajsamand areas. 

Data collection methods included both quantitative and 

qualitative methods. via surveys, in-depth interviews, and 

group discussions. Working women reported higher levels 

of meaningful daily experiences, more personal control over 

spending, stronger social networks, lower levels of 

boredom, more authority to make decisions at home, and 

greater independence, according to the quantitative data. 

Women were able to gain economic and personal 

independence when they were included in wage-earning 

activities.  

Sharma, Puspa Raj (2018) [4]. This goal was achieved from 

2004–2006 by surveying program participants in the Terai 

and Hill areas of Nepal. We selected microfinance 

institution participants according to their level of experience 

with the Grameen model. Involvement of women in home 

decision-making, economic empowerment, social networks, 

and mobility all saw significant improvements. after SHG 

membership compared to before. Credit for women led to 

more open dialogue between partners over parenting and 

family planning. The difficulty was in increasing the 

number of services provided by microfinance organizations, 

which had hitherto touched just a small percentage of the 

population. Microfinance services should be developed in a 

supportive setting, according to the study. 

Sahu, Ananta Basudev; and Das, Sandhya Rani (2018) [5] 

investigated how well SHGs in In the Indian state of Orissa, 

namely in the Gajapati area, there was an effort to empower 

women. To achieve this, we conducted a survey amongst 

800 members of 50 SHGs. The survey found that only 

7.43% of the SHG members could read and write, and that 

most of the members were from indigenous areas. Even 

after receiving group loans, most members kept harvesting 

and selling modest forest products. Consumption, 

healthcare, festivals, and the repayment of prior loans were 

the primary uses of the loans. The percentage of loans used 

for investment purposes was a meager 11.56%. The group 

lacked the expertise necessary to launch novel, lucrative 

ventures. Although the members were not financially well-

off, they reported numerous benefits from their SHG 

membership, including increased self-confidence (81.54%), 

independence from past obligations (63.36%), and improved 

social connection (75.17%).  

 

Women Entrepreneurs and Microfinance  

An important aspect of economic development, especially in 

developing nations, is the work of women entrepreneurs, 

who create jobs and help reduce poverty. A third of all firms 

in the world are owned by women, and the International 

Labor Organization (ILO) reports that this group has the 

ability to spur innovation and economic growth through the 

creation of jobs. Despite their valuable contributions, 

women entrepreneurs frequently encounter formidable 

obstacles when trying to secure funding. This is precisely 

why microfinance has become an indispensable instrument 

for empowering these women. A growing number of women 

are turning to microfinance, which helps those with low 

incomes or no access to conventional banking, to launch 

their own businesses. Eighty percent of microfinance clients 

are women, according to the Microfinance Gateway, 

demonstrating the sector's commitment to developing 

female entrepreneurs. Women gain economic empowerment 
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when they are able to start and build their own enterprises 

with the help of microfinance, which also gives them more 

control over their own money. 

The path to financial inclusion for female entrepreneurs, 

however, is not without its obstacles. Women frequently 

face barriers when trying to use microfinance services, such 

as cultural constraints, a lack of collateral, and poor 

financial literacy. For example, in many developing nations, 

women have 20% less access to financial products than 

men, according to a report by the Consultative Group to 

Assist the Poor (CGAP). This discrepancy highlights the 

importance of implementing focused initiatives to narrow 

the gender gap in access to microfinance. 

There are a lot of obstacles that women business owners 

face, such as a lack of capital and gender biases and societal 

expectations. Legal constraints limit women's capacity to 

freely own property or acquire loans in numerous nations, 

according to the World Bank's Women, Business and the 

Law report. Because of these structural problems, 

microfinance must take a holistic approach, helping women 

overcome not just financial but also social and cultural 

obstacles. Considering these obstacles, the purpose of this 

research is to investigate how microfinance has affected 

female entrepreneurs by looking at examples of good 

practice and case studies. One goal of this research is to add 

to the conversation about women's economic empowerment 

and equality by looking at how microfinance, 

entrepreneurship, and gender all tie together. 

 

Challenges Faced by Women Entrepreneurs in 

Accessing Microfinance  

Many obstacles stand in the way of women entrepreneurs 

gaining access to microfinance, which can have a 

devastating effect on their ability to build their businesses 

and gain economic independence. The absence of collateral, 

which is often required to secure loans, is one major 

obstacle. The International Finance Corporation (IFC) found 

that compared to men, women are less likely to own 

collateral-worthy assets, which restricts their access to 

loans. This pervasive problem keeps women mired in 

poverty and dependency while limiting their access to 

economic possibilities. In addition, women are discouraged 

from pursuing entrepreneurial endeavors due to cultural 

norms and societal expectations that govern their 

responsibilities within families and communities. Women 

may find it difficult to pursue entrepreneurial endeavors due 

to cultural expectations that they should focus on domestic 

duties. As a result of devoting three times as much time to 

unpaid care labor as men do, women in developing nations 

are unable to participate in economic activities, according to 

a UN Women report. Women company owners have 

obstacles in obtaining acknowledgment and backing due to 

this social dynamic. 

Women may struggle to understand and use microfinance 

programs due to a lack of financial literacy, according to 

research from the Global Financial Literacy Excellence 

Center. When it comes to loans and investments, their lack 

of financial expertise might cause them to make poor 

decisions, which in turn can impact the long-term viability 

of their enterprises. In order to enable women to properly 

utilize microfinance, it is necessary to enhance financial 

literacy programs specifically designed for them. The 

microfinance industry is not immune to the gender 

prejudices that afflict women in the field. Because of long-

held gender norms, many microfinance institutions (MFIs) 

provide preference to male customers. A dearth of 

specialized goods and services designed to fulfill the unique 

requirements of female entrepreneurs may result from this 

attitude. According to a study by the Consultative Group to 

Assist the Poor (CGAP), microfinance institutions (MFIs) 

that target women in particular had higher satisfaction and 

payback rates among their clients. 

 

Impact of Microloans on Business Growth  

Research indicates that microloans can greatly benefit 

female entrepreneurs by helping their businesses develop 

and empowering them economically. More and more 

research is pointing to the fact that businesses can benefit 

financially and sustainably from having access to 

microfinance. Microloan recipients, on average, saw a 30% 

rise in their income after just one year of repayment, 

according to research out of the pioneering Grameen Bank. 

Everyone from the entrepreneurs' families to their 

communities reaps the benefits of this revenue boost. 

Additionally, female company owners are able to diversify 

their product lines and increase operational efficiency with 

the help of microloans. One example study looked at the 

SEWA Bank in India and found that women who took out 

microloans were able to upgrade their machinery and 

supplies, which in turn enhanced their output and made their 

products better. 

Not only does this investment boost their companies' 

competitiveness, but it also helps their communities create 

jobs and thrive economically. Women business owners are 

able to seize control of their own financial destiny when 

they have access to microloans. Microfinance empowers 

women by giving them the financial resources they need to 

make their own decisions, which boosts their self-esteem 

and agency. Microloans gave 75% of female entrepreneurs a 

boost in self-esteem and confidence in their company skills, 

according to a Women's World Banking poll. In order to 

encourage women to start their own businesses, this 

psychological effect is vital. Also, microloans are good for 

society in general, not just for individual business owners. 

When women achieve financial success, they typically put 

the money back into their communities and families, 

improving things like healthcare, education, and overall 

quality of life. Microfinance recipients are more likely to 

spend in their children's healthcare and education, according 

to a study by the International Fund for Agricultural 

Development (IFAD) (IFAD, 2021). This has a positive 

effect on future generations' socioeconomic status. It is 

crucial to promote female entrepreneurs through 

microfinance because of the impact it has on subsequent 

generations. 

 

Socio-Economic Benefits of Financial Inclusion  

Beyond boosting individual success stories, financial 

inclusion for women entrepreneurs may drive larger 

economic development and social transformation. There 

will be a marked improvement in living standards and a 

decrease in poverty rates when women are able to 

participate fully in their households' and communities' 

financial affairs. The economic potential of empowering 
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women through financial inclusion is demonstrated by the 

projections made by the McKinsey Global Institute, which 

indicate that narrowing the gender gap in labor force 

participation may add $28 trillion to global GDP by 2025. 

By removing barriers to entry, financial inclusion empowers 

women to take the reins of their own businesses and see 

them through to success. 

Microfinance empowers women entrepreneurs, who are 

more inclined to experiment with new ideas and take 

calculated risks, creating a vibrant economic landscape that 

can respond quickly to shifts in consumer preferences. The 

World Economic Forum found that companies run by 

women are better able to weather economic storms and 

recover quickly, which helps keep the economy stable as a 

whole (World Economic Forum, 2020). In light of 

worldwide problems like climate change and economic 

recessions, this resilience is more crucial than ever. In 

addition to improving health and education, financial 

inclusion has far-reaching socioeconomic advantages. 

Communities and children benefit when women are able to 

put their money where their mouths are, investing in 

healthcare and education for their families. 

When women are financially independent, they are more 

likely to invest in their children's health and education, 

according to World Bank research. To end poverty and 

foster long-term growth, this expenditure on human capital 

is essential. The negotiating power of women in the home 

and community may be increased via financial inclusion. 

Women are better able to fight for equal rights in a variety 

of social settings and for improved terms in family decision-

making when they have access to financial resources. 

Oxfam found that women who have access to banking 

services are more active in community decision-making, 

which is good for social justice and gender equality. In order 

to promote a fairer society and challenge current gender 

conventions, this empowerment is crucial. 

 

Successful Microfinance Models and Policy 

Recommendations  

The emergence of successful microfinance models 

throughout the globe is proof that specific interventions may 

increase women's access to capital and encourage them to 

start their own businesses. The BRAC model in Bangladesh 

is a prime illustration of this principle in action; it combines 

microfinance with other social services like healthcare and 

education. By providing them with the information and tools 

they need to start and grow their own enterprises, BRAC has 

helped millions of women achieve economic independence. 

If other microfinance institutions want to help women 

entrepreneurs, they should look to this comprehensive 

strategy. The Kiva platform is another good example; it 

links international lenders with female entrepreneurs in 

underdeveloped nations. By facilitating microloans to 

women-owned companies, Kiva's novel crowdfunding 

model brings people together in a spirit of mutual aid and 

understanding throughout the world. 

Not only does this strategy help female entrepreneurs 

financially, but it also helps them connect with mentors and 

support networks. Microfinance policies should be designed 

with gender equality in mind if policymakers are serious 

about promoting gender equality in entrepreneurship. 

Among these measures is the establishment of legislative 

frameworks that incentivize banks to cater their product 

lines to women and to give workshops on personal finance 

and company administration. In order to achieve gender 

equality and sustainable development, it is crucial to have 

policies that promote financial inclusion. This is something 

that the G20 Women's Empowerment Action Plan stresses. 

Furthermore, in order to provide a supportive atmosphere 

for female entrepreneurs, it is critical for the private sector, 

NGOs, and governments to work together. Women may be 

empowered in their entrepreneurial journeys via public-

private partnerships that provide access to funding, training, 

and mentoring programs. The UNDP found that these kinds 

of partnerships helped increase women's access to capital 

and encouraged more women to start their own businesses. 

 

Conclusion 

To overcome these obstacles, lawmakers, banks, and civil 

society organizations must work together to establish a 

climate that encourages women to start their own businesses 

and helps more people gain access to financial services. 

Economic growth, better health and education results, and 

enhanced gender equality are some of the many socio-

economic gains that can be achieved when women 

entrepreneurs have access to financial services. How 

microfinance is helping women entrepreneurs in developing 

countries. We can build a better, more equitable economy 

for everyone if we help women get microloans. The 

promotion of women's entrepreneurship and financial 

inclusion cannot be achieved without effective microfinance 

models and specific policy suggestions. Greater economic 

empowerment and gender equality can be achieved by 

studying successful practices and enacting policies that 

support them. 

 

References 

1. Cheston S, Kuhn L. Empowering women through 

microfinance. Published by UNIFEM for Microcredit 

Summit 2002. Available from: 

http://www.microcreditsummit.org/papers/empowering

_final.doc [Accessed 28 Feb 2008]. 

2. Swain RB. Can microfinance empower women? Self 

help groups in India. In: Microfinance and Gender – 

ADA Dialogue No. 37. Luxembourg: Appui au 

Developpement Autonome (ADA) Microfinance 

Expertise; c2017. p. 61–82. 

3. Moyle TL, Dollard M, Biswas SN. Personal and 

economic empowerment in rural Indian women: A self-

help group approach. International Journal of Rural 

Management. 2018;2(2):245–266. 

4. Sharma PR. Micro-finance and women empowerment. 

The Journal of Nepalese Business Studies. 

2018;4(1):16–27. 

5. Sahu AB, Das SR. Women empowerment through self-

help groups: A case study. Paper presented at: Seminar 

on Gender Issues and Empowerment of Women; c2018 

Feb 1–2; Indian Statistical Institute, Kolkata. 

6. Tariq A, Gill V. Microfinance and women’s 

entrepreneurship: Driving economic growth in 

developing countries. International Journal of Business 

Management and Finance Research. 2025;8:1–13. 

doi:10.53935/26415313.v8i2.349. 

7. Atmadja A, Su JJ, Sharma P. Examining the impact of 

https://multiresearchjournal.theviews.in/
https://multiresearchjournal.theviews.in/


International Journal of Advance Research in Multidisciplinary https://multiresearchjournal.theviews.in 

295 https://multiresearchjournal.theviews.in  

microfinance on microenterprise performance 

(implications for women-owned microenterprises in 

Indonesia). International Journal of Social Economics. 

2016;43:962–981. doi:10.1108/IJSE-08-2014-0158. 

8. Anggara B, Djamaluddin A. Empowering 

entrepreneurs: Financial strategies for community-

based SME. Golden Ratio of Community Services and 

Dedication. 2024;4:69–80. 

doi:10.52970/grcsd.v4i2.591. 

9. Williams A, Wamue-Ngare G, Malelu-Gitau A, Heise 

L, Glass N, Edeh C, et al. A systematic review of 

microfinance interventions and violence against 

women: Results from low- and middle-income 

contexts. BMJ Global Health. 2025;10. 

doi:10.1136/bmjgh-2024-016851. 

10. Squires S, Gibson L, Nyashanu M. Mitigating gender-

based violence through the economic empowerment of 

women: A case study of the Teso Sub-Region in 

Uganda. 2022. doi:10.1007/978-3-031-12326-9_22. 

11. Daher M, Rosati A, Jaramillo A. Saving as a path for 

female empowerment and entrepreneurship in rural 

Peru. Progress in Development Studies. 2021;22. 

doi:10.1177/14649934211035219. 

12. Williams A, Heise L, Perrin N, Stuart C, Decker M. 

Does going against the norm on women's economic 

participation increase intimate partner violence risk? A 

cross-sectional, multi-national study. Global Health 

Research and Policy. 2024;9:53. doi:10.1186/s41256-

024-00399-2. 

13. Dulhunty A. A qualitative examination of microfinance 

and intimate partner violence in India: Understanding 

the role of male backlash and household bargaining 

models. World Development. 2025;186:106805. 

doi:10.1016/j.worlddev.2024.106805. 

14. Mishra S, Mishra A, Singh S, Upadhyay B. 

Investigating the impact of financial barriers, regulatory 

landscape and societal backing on women-led 

enterprises in India: An empirical investigation using 

PLS-SEM. European Economic Letters (EEL). 

2024;14:236–244. doi:10.52783/eel.v14i1s.1364. 

15. Yousfani K, Aslam Y, Mahar Q, Kazi H. The impact of 

microfinance on growth of women entrepreneurship in 

Pakistan. 2019;7:133–152.  

 

Creative Commons (CC) License 

This article is an open access article distributed under 

the terms and conditions of the Creative Commons 

Attribution (CC BY 4.0) license. This license permits 

unrestricted use, distribution, and reproduction in any 

medium, provided the original author and source are 

credited. 

 

 

 

 

https://multiresearchjournal.theviews.in/
https://multiresearchjournal.theviews.in/

