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Mi~~cc concept has ~)/~V~J><?siij~~ ~t'fot poverty,ij}~y.iatioi\:poverty -~#~tion and 
orpoverty~uctionindeveloping·countries~~eenBankinB~ founded by Prof.-Mohamrnad 

. ~~~~:~~~~~ th~ ~~sQ.1~'~1t~~g1a4~ihi-fudia:~S,I_<S, Span~ ~een1Koota,~$~ 
_e~c-~ ~ ;~~~8N,i!~ 0~ ~ ~HlS~b~)?Qp~~9'~-b~eHt~~ond:out tne,tela~ed:l~terature 
"that rmcrofinance·~J~~sigJe:~p~~:PJ!>Y-~~~J!c:ti~n:,and·sof.W~ meffe.etive:tootfor,poverty 
reduc~on in many countries:J!illge~~~al_t!~µ~~~p(d~tio~.when.servfoes.are. desi~~:~o:meet the 

_ · ii~~fclients, microfinance had positivefunpacts, not1~on-clients-but 'on,theit'fal1iilles and on-the 
w.iq~ffe~~Oin:inunity. It was recommended among others th'aHnote:reports rteed,to be geatechowards 

· ·_ r~lll!iQii(6wkling-ihcluding the-strengthening of groups especiallySelf::1,-!elp:~up_~f ~HGs];Toere is 
, -,~scfthe:need for:lli~de'Vele~~t~f mere ~ectiv~,Management Info~on-S~~[ 1'i1j$l(o promote 
~e,~on~ol~qatj_on of s.~aQl~'ifiil~~tal,s:CtviP~'. delivery througl1 • w~U;-.perf~~g;.-Selftl=lelp 
GrQµpsc[Sij:Gs]. · · 

• .- - --~· . 1~- k 'i.., ... ,,,• .":•t _ -;. 
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there ~~~=:=:=~~~;:f~~~&£f~•tidtf~J~,~~;t{;~::;~ 
from microfinancc in terms of increased incomes, and reduce vulnerability:There is"alsb evidence to 
support the premise that it is possiple for a micro finance insti~tion to\~~'rve the poq~est and also 
ac'3ieve financial-sustainability. Most develoR~E'.2~mes especially those ~Asia are faced ~th severe 
economic l,.atdship~ and deteriorating levels of:economic·perfotmance. Tq~ World'Barik (700 I) also 
observes that.~vcrty in developing cowitries is.shiftingtoward.:S~uthAsi1\-~d Sub-SaharapAfrica. It 
is wide!}' accepted that one major cause of poverty in developingS9:untries is.lack of~ to productive 
assets like fertile lands, cattle, c~pital et~;~~ne stra'.t~gy in m~y, develc;,ping courttri~s has been to 
unpienient MiCfOfinanCC prografus to otfer,:aedit to the·poor. ; '.-

, . -~, 

Microcredittefcrs to small loans, whe~eas microfinance is appropriate where NGOs and MFis 1 
suppi~~~~ witho~~ ~ccs. (~_insurance, etc)". ~erefore microc~t is a 
component of mt~~ ~~~1t1!1Y9}Y.C§ P.!,9.VlQU)S~~tQ.~~, \n¢pucrofinaocealso mvolves 
~tional-non~t ~ial services such as savihgs, insurance, pensions and payment services. 
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2. Objectives-

The main objective of th.ls ~e.arch work is that to under~tand and study tho role and 
significance of microfinanoe 1U a effective and effid e.nt tool fur poverty alleviation in rapid developihg 
countries Like lhd:ia. 

3. ·Methodology 

The complete research paper £s based on secondary data sources i.e. newspaper, magazines, 
selected reference books by scbo~ intetnet. 

4. Rote and Stgnificatice of Mlcro~na.nce 

Here the researcher is discussing somttof the important factors which focus1heirri.ieM'fihance is a 
effective and effective tool for poverty alleviation 

• t . • ; • 

l . Poor people who cannot access fonnal financial services of organi:zed sectors because of meager 
income and unstable income and ma~ijity to ban~e banking procedures. Microfinance.gives a wide 
variety of financial product such~ credit deposits money transfer ~ccs etc. 

2. Microfinance institutions helps to develop saving habits among po~r population. The financlal 
resources generated through sa~ and credit offered from commercial banks is channelized to provide 
loans.and advances to the members ofSelfHelp Groups (SHOs). · 

3. Loans from the organii:ed mark
1
ei:require.~µat~ ~tee which poor people ~ot offer so 

they remain farfiom the credit, loam~~ other facilities.Again toom~~~es 
high fend.ingrates acts~ a dctertcp:t to poor pcopie acressing banks for 1~ ~a;qfi~~.thm a~y 
v.rith all these hurdles and provide finance to rural population on easy terms and conditions 

4. Microfinaocc is off~ through the intennediationofSclfHelp Groups (SHGs). More than 50% of 
SH Gs are funned by women. Now they have greater access to financial and economic resources. It is 
a step towards economic security and empowerment for women. Thus the micro finance empowers 
poor women ecooomicallyand socially. . 

5. Micro finance allows the poor section of the socic~ to get credit , loans at cheaper and reasonable 
rar.es which help them to set up their business activities on small scale, grow their busines., and get out 
of poverty and be economically self-sufficient and independent 

6. In India the ~ poverty fowid in rural area which depends on non-institutional agcccies for their 
financial requirements whereby they are exploited and discriminated. Miao~ is a imtitutional 
credit off erin.g to the rural based poor people at their doorsteps with roioi:nmm mnnalities., favorable 
tenns and. conditions and so on · 

Sood capital products arc to ~ introduced and established for clients having expertise to run the 
b~ bi.it no capital to $1art with. Although it involves a high risk. certain pcrocntage of'total credit 
di~ budget may be allocated vru:Jer this head to enable LqXXYDmgg,aduaairom profes&ooal 
oo!legcs oot onty to saart dlcirm.iao ~~forgetting se!f-anployed but., foracatina employment 
oppo,tu.nitits for othen. 

7. Microfu;w)Ce i.n.stitu.tion, mu.st have an lnhucnt ability to absorb I~ by keeping an adequate 
propatiQO of funds for flnlndng dcfldu, due to r.:n- pcrfonnina debcs. Miau orcdics uro not collnlmulized; 
micro finance banks~ heavily depends on the efflcla)ay of tho oollocdon system and the capital 



Jo"rnal o/Multldlsalpllnary Ra,\'Carch 

bosc of theso bnnks Is lower compurcd to that of commercial ban.kB. They need to start deposit 
mobili11\tion to enh@co their power to sustaln losses. Somo mJcro-!inancc institutioM criticb..c that harsh 
regulations nnd )lquidity crunch nro not letting them oxtend financial services. 

8. Mlcrofinnnco bnnkB need u better infra':Jtruclurc for improved outreach to their target clients. But, 
they do not hove enough branches, focilidcs and saving products to attract individual businesses. Thc-y 
hnvo yet to establish their own resource bruie for the tong-term sustai~bility of th.cir b~iness. 

l • - ' • , ' ., • ., I' 

Summing up microflnnnco pro~ continue to have strong support from politi.cal spectrum. But, the 
success of micro finance has been marred by severe criticism ofhigh intere,st rates, unchangipg levels of 
poverty and a 'railµre to cater effectively the target groups. Despiie pidblems,'tfi'e i&tor fs making 
progress and the addition of the new MFBs over tho 1ast1 few years has brought significant changes in 
pattern ofloan disbursement. The millennium target ofhalving the poverty is still a distant dream. The 
current world recession, surging food scarcity, war on terrorism an,d, political uncertainty have also 
incretlsed level ofpoyerty. More vigorous eff'.~ Are needed to expand'outreachrofmicrofinance bi 
pro~ and to make it an effeclive·velucte illf~ugh &h'couirtris poor be li&d'up from an evidently sedatedsocio:.economicstatus.' ' I ,\ "'·•'-"•!,'• .( ( . 

S. ~~ncl~Jl~~ '.~ ~~.ug.$.estl~ns. . , i, • • ,. . ,, r 

It can be' said that micro finance and nUcro,~it is_arr~v~~ efficie,nt_toclforpoverty-all~on 
or pov~rty red~ion in develo?i!Jg ~~~~~~if_ W~ ~~ goye~n~f!rt e!forts ~ policies the outcofu~s of rrucro finance Wilfbebett.erthlut~tdre. 'EvenilieNGOs theP,Ublic ttusts:can serve the 
poorseoifon of the societies for financiai befferrrierit:-'I'hl6rga'nized sector or tonnai sector particularly 
commercial Banl<s ~hould cater.the financiai ~ices to'ihb poorest section of.the s½iety. • 1 , ' I • • I : '., ' • , I' J • ~1 , "), -
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