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Abstract 

Microfinance, in the feeling of little loans to poor people, is of old starting points in India. The casual financing 

framework can be followed to the time of Koutilya in the fourth century B.C. The primary exertion in 

institutionalizing provincial credit was made by government of India in the main decade of the only remaining 

century with the death of the Cooperative Societies Act in 1904 to help agribusiness. In 1969, after nationalization 

Commercial banks likewise guided themselves towards rustic loaning. There were a few destinations for the bank 

nationalization methodology including growing the effort of financial administrations to disregarded areas. Later in 

1975, GOI additionally presented a particular state supported, provincially based and rustic arranged Regional Rural 

Banks (RRBs) with the destinations of quickening country monetary improvement of the distinguished objective 

groups for example more vulnerable segments involving little and negligible ranchers, agrarian workers, craftsmans, 

little business people and so on The RRBs was set up in 1976, particularly so as to meet the credit prerequisites of 

the more vulnerable segments of the general public living in country regions. In India it started during the 1980s 

with the development of pockets of casual SHGs participating in micro exercises financed by microfinance 

programs. 
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1. INTRODUCTION  

Microfinance is tied in with offering financial types of assistance to poor people who are not served by the 

customary formal financial institutions - it is tied in with expanding the boondocks of financial help arrangement. 

The arrangement of such financial administrations requires creative conveyance channels and philosophies. The 

requirements for financial administrations that permit individuals to both make the most of chances and better 

administration of their assets. Microfinance can be one viable instrument among numerous for poverty easing. 

Nonetheless, it ought to be utilized with alert - in spite of late cases, the condition among microfinance and poverty 

lightening isn't straight-forward, on the grounds that poverty is an unpredictable wonder and numerous imperatives 

that the poor all in all need to adapt to. We have to get when and in what structure microfinance is suitable for the 

most unfortunate; the conveyance channel, philosophy and items offered are all between linked and thusly influence 

the prospect and guarantee of poverty easing. Admittance to formal banking administrations is hard for poor people. 

The fundamental problem the poor need to take when attempting to gain loans from formal financial institutions is 

the interest for guarantee asked by these institutions. What's more, the way toward securing a loan involves 

numerous administrative methodologies, which lead to additional exchange costs for poor people. Formal financial 

institutions are not roused to loan cash to them. As a rule, formal financial institutions show an inclination for 

metropolitan over rustic areas, huge scope over little scope exchanges and non-agrarian over farming loans. 

2. PROSPECTS OF MICROFINANCE 

Microfinance programme has witnessed phenomenal growth in India in the past years. Studies show that this 

programme is helping the poor in many ways. However, the focus of most of the microfinance service providers has 

remained on expanding the outreach of microfinance programme with little attention on the depth, quality and 
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viability of the financial services. Besides removing these problems there is a lot which can be done in this field to 

make this programme more effective. Some future prospects in this field are discussed below: 

Growth Prospects  

Microfinance programme has a wider prospect to expand both the outreach and depth of services provided. 

According to researcher, microfinance programme has covered just 16.5 million of the total 75 million poor 

households. So, there is an ample scope to cover these unreached poor people. Also, the average loans provided to 

the SHG members under both the SHG-BLM and MFI models range between Rs. 3,500 to 5,000 which can meet the 

liquidity requirements only and are not sufficient to help a member to start productive activities. So far the 

government has been succeeded in providing only Rs. 2,000 crore annually against a demand of over Rs. 50,000 

crore by the 75 million poor households. Hence, there is a vast unmet demand in the rural and urban sectors, and 

there is ample scope for the growth of different kinds of MFIs and microfinance service providers. In order to 

expand the microfinance programme, SHGs may be linked with the post offices for disbursement of credit to rural 

poor by utilizing the vast network of post offices in rural areas. NABARD has launched a pilot project of this type in 

Tamil Nadu. 

Reducing Regional Disparity 

As discussed in the problems, the spread of microfinance programme is unequal among various regions of India and 

there is limited spread in the poorer states. So, there is ample scope to spread microfinance programme in the 

unreached areas including the poorer states. However, taking a step in this direction NABARD has recently 

identified 13 states to scale up the microfinance programme in these states in order to reduce the regional disparity. 

These priority states are Assam, Bihar, Jharkhand, Gujarat, Himachal Pradesh, Maharashtra, Madhya Pradesh, 

Chhattisgarh, Orissa, Rajasthan, Uttar Pradesh, Uttaranchal and West Bengal.  

Schemes to Support MFIs 

MFIs are meant to play an important role in reaching the poor people who are not served by the formal financial 

institutions. But most of these institutions are restricted by RBI to collect savings from their members and raise 

public funds. As these institutions do not publish their annual financial reports, it is difficult to determine their 

financial health. Therefore, the formal financial institutions also hesitate to provide loans to these institutions. As a 

result, they face paucity of funds which becomes a hurdle in expanding the microfinance programme. To tackle this 

problem, some schemes may be adopted to provide support and help for the capacity building of MFIs for the 

expansion of microfinance programme.  

Regulation of MFIs  

Currently, various entities such as co-operative societies, mutual benefit societies or mutually aided societies etc. are 

engaged in the activity of microfinance. They are guided by different laws under which they are registered. Lack of 

a single regulatory authority restricts the orderly growth of microfinance sector. Keeping in view all the regulatory 

problems, the Government of India has proposed legislation and formulated a bill for the development and 

regulation of microfinance sector. This bill is under consideration of the Parliament. This bill will provide all the 

regulatory powers to NABARD; and all the MFIs will come under a single formal statutory framework. In case of 

any offence by microfinance organisations, the redressal mechanism and settlement of disputes have also been 

discussed in this bill. The legislation, however, is yet to be enacted.  

Insurance Services  

In India, the penetration of insurance services among rural poor people is very limited and there is a great potential 

for the same. Moreover, poor are very much vulnerable to the natural uncertainties and insurance is necessary for 

them. The network used for microfinance programme can be used to tap the potential of insurance in rural markets. 

Non-Government Organizations, Microfinance Institutions and Self-Help Groups can be used as micro-insurance 

agents. They can offer target specific insurance products at a relatively lower cost, for a lower coverage of amount. 

It may be envisaged that micro-insurance would facilitate penetration of insurance to rural and remote areas. 



Vol-5 Issue-1 2019               IJARIIE-ISSN(O)-2395-4396 
   

13053 www.ijariie.com 892 

However, some of the NGOs are providing accident; life and crop insurances in India but such type of services need 

to be expanded.  

Flexibility in the Programme  

Some main features of the microfinance programme include compulsory savings, regular group meetings, record 

maintenance etc. These bindings lead to the exclusion of core poor from joining the microfinance programme. 

Therefore, in order to expand the outreach of the programme to the poorer people, there is a need to introduce more 

flexible system such as the one adopted in Bangladesh, where even the beggars are provided with micro-loans by the 

Grameen Bank. These beggars do not make any compulsory saving and do not attend any group meeting. A Project 

in Orissa enables the poor to save in kind and raise resources against such savings and provide access to self-

managed, participative food security system. Under this project, SHG members can save and get credit both in cash 

and in kind depending on their convenience. Such flexibilities in the microfinance programme may increase the 

access and affordability of the rural poor.  

Technical Innovations  

In order to improve the quality of microfinance services some technical innovations may be introduced. A number 

of electronic devices are being used in different countries to expand the outreach and to improve the microfinance 

functioning. Some of these devices are mobile phones, ATMs, processor cards, computers etc. 

Cell phone furnishes the provincial helpless borrowers with the correspondence office. ATMs are helpful to 

encourage sparing, installment and loan exchanges in the distant country territories where it is hard to open bank 

offices. Processor cards are utilized to keep the record of group exercises, for example, reserve funds, loans and 

other financial exchanges. It helps to decrease paper work and spares time for the bank authorities. A PC with an 

administrator helps the uneducated group individuals to keep up the records of group financial exercises. These PCs 

can likewise be utilized to give significant data identified with climate conditions, crop inputs, item costs, land 

records and so forth in the towns. In spite of the fact that some of such tasks have been begun by NABARD on pilot 

premise, however there is sufficient degree to utilize such inventive methods in microfinance area in India. 

3. FEW SCHEMES OF A GOVERNMENT OF INDIA 

There are endless schemes for the upliftment of poor In India. One of them Micro-credit programs is run essentially 

by NABARD in the field of farming and SIDBI in the field of Industry, Service and Business (ISB). The 

achievement of Micro-credit program lies in broadening of administrations. Micro Finance Scheme of SIDBI is 

under activity since January, 1999 with a corpus of Rs. 100 crore and an organization of around 190 limit evaluated 

appraised MFIs/NGOs. Under the program, aggregate sum of Rs. 191 crore have been authorized upto 31st 

December, 2003, profiting more than 9 lakh recipients. Under the program, NGOs/MFIs should give value uphold 

so as to benefit SIDBI finance. However, they think that it’s hard to deal with the required value uphold in view of 

their poor financial condition. The problem has exasperated due to declining financing cost on stores. The workplace 

of the improvement official (Small Scale Industries) under Ministry of SSI is dispatching another scheme of Micro 

Finance Program to beat the requirements in the current scheme of SIDBI, whose span is right now extremely low. It 

is felt that Government's role can be basic in extending reach ofthe scheme, guaranteeing long haul manageability of 

NGOs/MFIs and improvement of Intermediaries for distinguishing proof of feasible tasks. 

4. SALIENT FEATURES OF MICRO-FINANCE PROGRAM OF GOVERNMENT OF INDIA  

a) Arranging Fixed Deposits for MFIs/NGOs:  

Under this scheme government of India organize cash to MFI/NGO like SIDBI for micro credit to poor.  

b) Training and Studies on Micro-Finance Program:  

Government of India would help SIDBI in meeting the preparation needs of NGOs, SHGs, go-betweens and 

business people and furthermore in improving mindfulness about the program, Institution working for 'mediators' for 
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ID of reasonable undertakings: The Government of India would help in institution working through distinguishing 

proof and advancement of 'delegate association', which would help the NGOs/SHGs in ID of item, readiness of task 

report, working out forward and back ward linkages and in fixing promoting/innovation tie-ups. The SISIs would 

help in the ID of such mediators in various regions.  

c) Budgetary Provision for the Scheme During tenth arrangement:  

There was a budgetary arrangement in tenth long term plan and trusting more assets in next arrangement. d) 

Administrative course of action: A board has been shaped to control and screen the authoritative game plan of 

MFI/NGOs. 

5. MFI COMMERCIALIZATION  

MFI commercialization is certainly not a straight-forward issue of at long last making money or achieving 

institutional financial self-adequacy. Or maybe, it ought to be considered as progress along a continuum, as 

portrayed in Figure 1.1 and depicted as follows.  

• Adoption of an expert, systematic way to deal with MFI organization and activity, for example, creating 

broadened, request driven microfinance items and benefits and applying cost-recuperation loan fees.  

• Progression toward operational and financial self-adequacy by expanding cost recuperation and 

proficiency, just as extending effort.  

• Use of business wellsprings of assets; for instance, nonsubsidized loans from summit associations (discount 

loaning institutions) or business banks, assembly of intentional investment funds, or other market-based 

subsidizing sources.  

• Operation as revenue driven, formal financial institution that is dependent upon prudential guideline and 

oversight and ready to pull in value speculation. 

 

Figure 1.2: Illustrative Attributes of MFI Commercialization 

There are endless schemes for the upliftment of poor In India. One of them Micro-credit programs is run essentially 

by NABARD in the field of farming and SIDBI in the field of Industry, Service and Business (ISB). The 

achievement of Micro-credit program lies in broadening of administrations. Micro Finance Scheme of SIDBI is 

under activity since January, 1999 with a corpus of Rs. 100 crore and an organization of around 190 limit evaluated 

appraised MFIs/NGOs. Under the program, aggregate sum of Rs. 191 crore have been authorized upto 31st 

December, 2003, profiting more than 9 lakh recipients. Under the program, NGOs/MFIs should give value uphold 

so as to benefit SIDBI finance. However, they think that its hard to deal with the required value uphold in view of 

their poor financial condition. The problem has exasperated due to declining financing cost on stores. The workplace 

of the improvement official (Small Scale Industries) under Ministry of SSI is dispatching another scheme of Micro 

Finance Program to beat the requirements in the current scheme of SIDBI, whose span is right now extremely low. It 

is felt that Government's role can be basic in extending reach ofthe scheme, guaranteeing long haul manageability of 

NGOs/MFIs and improvement of Intermediaries for distinguishing proof of feasible tasks. 
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6. STRATEGIC MANAGEMENT 

The idea of 'basic achievement elements' had been created by specialist somewhere in the range of 1979 and 1981. 

Basic Success Factors (CSFs) can be characterized as the key factors or key variables which are pre-necessities to an 

association's prosperity. The associations discovered posting the CSFs for their tasks can be anticipated to be more 

effective than their partners working in a similar industry. There are numerous specialists like Steiner, Ohmae and 

Waterman who think about CSF as a significant fixing in the association's prosperity. Rockart even featured the 

three stage method for deciding CSFs for an association. These are: (1) to detail the achievement factors (fixings to a 

fruitful business) (2) Refining the achievement factors into solid goals (adjusting destinations to CSFs) and (3) 

Elaborating the proportions of execution (assessing association's prosperity on the pre-decided variables).  

Consequently, an endeavor has been made to recognize the Vision, Mission, Goals, Strategies and inevitably the 

Critical Success Factors for the Micro Finance Industry. Such an activity can end up being useful for some including 

Managers of Micro Finance Institutions, Customers, different Stakeholders, Government and the general public on 

the loose. A vital viewpoint to the business can give a more profound comprehension and knowledge into the 

working and intentions of the institution.  

Let us attempt to list all the vital components for the Micro Finance Institutions individually. These are as per the 

following:  

• Vision of MFIs  

To attach the cycle of monetary improvement in the nation and accomplish Millennium Development Goals by 

offering financial types of assistance to the low salary family units  

• Mission of MFIs  

1. To give credit and other financial administrations to the low pay family units  

2. Direct them towards pay creating exercises and amassing of reserve funds.  

• Basic Success Factors for MFIs  

1. Operational Self Sufficiency  

2. Professional Staff  

3. Intensive customer screening  

4. Sound financial strategies  

5. Efficient reimbursement mechanics  

6. Large number of branch workplaces  

7. Decentralized hierarchical structure  

8. Well-went to corporate administration systems  

9. Diverse credit schemes  

10. Varied financial administrations 
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7. CONCLUSION 

Work, the most significant resource of poor is related with low aptitude and modest paid positions with no lasting 

residency. The horticultural work lately possesses seventy five percent of the workforce. A high extent of the 

country poor work as the easygoing workers, the most minimal paid and least status occupation in the state 

capital, the metropolitan self-utilized people are confirming consistent increases as far as raising incomes. The 

poor in the state capital is by all accounts less aware of the need of education and its differentiated effect on their 

lives and vocation. In numerous zones of State capital, absence of educational open door develops an endless loop 

of destitution and illiteracy. Most strikingly in metropolitan territories of Lucknow, one portion of the 

metropolitan family units headed by illiterates is tertiary taught. Just 10 % of family heads are tertiary taught. 

Hence, education is less sharp in country zones reflecting contrasts in economic chances and return. The 

Government is gradually working upon in the territories of medical care facilitations, sterilization and force and 

water system facilitation. The investigation demonstrates a short gracefully of social capital in Lucknow, load of 

relationships, organizations and establishments that an individual or family puts resources into and can call for 

help and backing when required is utilized as 'assurance' in Uttar Pradesh. The poor in Uttar Pradesh will in 

general have less social capital. 
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