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ABSTRACT 
 

India's limited success in attracting the unemployed into the formal economy reflects the challenges of drafting public policies 

that address complex issues, tolerate social problems such as poverty, income inequality, beneficiaries away from financial 

services including Govt. benefits of schemes, low level of financial literacy., etc. The vision of the RBI Financial Inclusion Plans 

(FIPs) is to provide global access to banking services and to improve credit delivery practices, especially for vulnerable sectors. 

Successful Investment Program Business Writers are hired to cover non-banking villages through branches. The microfinance 

sector is a major function of the financial services sector in the non-banking financial sector (NBFI) through the discovery of 

vulnerable categories of people that are ignored by banks in the banking industry. The microfinance industry has grown rapidly 

over the past few decades and currently employs 102 million accounts (including banks and microfinance banks) of India's 

poorest people. MFIs are financial companies that offer and provide micro loans and support services to people who do not have 

access to banking facilities. 
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1. INTRODUCTION 
Microfinance is a requirement for financial services to low-income customers or co-lending groups as well as self-employed 

consumers, who often have access to bank-related services. The small business sector has developed rapidly in the last few decades. 

Microfinance Institutions in India operate as non-governmental organizations (registered as organizations or trustees), Section 25 

companies and non-financial institutions. Rural Regional Banks (RRBs), commercial banks, co-operatives and other major lenders 

have played a key role in providing financial services to Microfinance institutions. Banks also use the Self Help Group channel to 

provide direct credit to group lenders. With investments growing as a major policy objective in India, Microfinance has played a 

role as a promising center for expanding financial services to the banking sector. At the same time, the practices of various lenders 

have put the industry in a better position and the need for stronger control. 

 

Microfinance Features 

• Loans are small - microloans 

 • Loans are usually taken for profit 

 • Lenders belong to a low-income group 

 • Short-term loans 

 • High pay frequency 

 • Loans are provided without collaterals 

 

Under Micro Funds, there are the following products: - 

 i. Income Loan (IGL): - the purpose of this loan is to generate income and assets. 

 ii. Medium and medium loans: - Similar to IGL and available between IGL. 

 iii. Emergency Loan: - Its purpose is to deal with all emergencies such as health, funerals, etc. 

 iv. Individual Loans: - It also focuses on the production of goods and revenue 
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Reserve bank of India defines NBFC-MFI as a non-NBFC non-NBFC deposit (excluding a company licensed under Section 25 of 

the Indian Companies Act, 1956) and Minimum Net Owned Funds of Rs.5 crore (for registered NBFC-MFIs) in the Northeastern 

Region of the country, it will have crores Rs 2) and have assets of not less than 85% of its assets as "qualifying assets". The 

overarching goal of small businesses gives low-income people the opportunity to become self-sufficient by providing ways to save 

money, borrow money and insurance. 

 

How to: 

1. Need for Study: 

The social goals of the MFIs are to bring about improvements in the lives of classes that have been deprived of opportunities for a 

society that seems to be slowly deteriorating. 

2. Purpose of the Study: 

MFIs need to focus on building a sustainable and resilient small financial model with undeniable authority for all economic and 

social benefits. 

3. Data Source: 

This article is the second in a series of self-help articles published in several well-known journals 

 

2. CONVERSATION IN CONTEXT 
RBI's Role - Roadmap to provide banking services in non-banking villages 

In November 2009, a roadmap was set up to provide banking services in over 2000 villages. All identified homes have been provided 

with branch banking services, business documents, or other means such as ATMs and mobile vans. Later, in June 2012, a roadblock 

to provide banking services in less than 2,000 banking villages was launched. SLBC Convenor Banks and Lead Banks were advised 

to complete the process of providing banking services in unregistered villages with a population of less than 2000 by August 14, 

2015. 

 

Nobel Laureate Muhammad Yunus is credited with laying the foundation for modern MFIs with the founding of Grameen Bank, 

Bangladesh in 1976. Microfinance Institutions (MFIs) in India exist as NGOs (registered as communities or trusts), Section 25 

companies, and Non-Banking Companies (NBFCs). Commercial Banks, Local Banks (RRBs), co-operatives, and other major 

lenders have played a key role in providing financial resources to MFIs. Banks also use the Self-Help Group (SHGs) channel to 

provide direct credit to group lenders. 

 

Vacancies in the financial system and the need for Microfinance 

According to a recent study by the World Bank, India is home to about a third of the world's poor (who survive on an average of $ 

1 a day). While many poverty alleviation programs in the central and federal states are still in place in India, limited funding plays 

a major role in investment. Over the past few decades, it has contributed significantly to the eradication of poverty. Reports show 

that low-income people have been able to increase their income and hence the standard of living. 

 

About half of India's people do not yet have a savings bank account and are deprived of all banking services. The poor also need 

financial services to meet their needs such as utilization, construction, and risk protection. Microfinance institutions serve as an add-

on to banks and are somehow better off as well. These institutions not only offer microcredit but also offer other financial services 

such as savings, insurance, remittances, and non-financial services such as individual counseling, training, and support to start your 

own business and most importantly simple. 

 

The borrower receives all of these services at his or her own door and in most cases through the borrower's payment consent system. 

But all of this is expensive and the interest rates charged by these institutions are higher than commercial banks and vary widely 

from 10 percent to 30 percent. 

 

Some argue that the interest rates charged by some of these institutions are too high and others feel that in view of the financial costs 

and costs incurred in providing this service, higher interest rates are justified. 

 

Microfinance channels 

In India the minimum wage operates through two channels: 

1. SHG - Bank Communication System (SBLP) 

2. Small Financial Institutions (MFIs) 

SHG - Bank Communication System 

This is a small fund led by a bank 

 

3. REFERENCES 
[1] Agarwal, S., and R. Hauswald. 2010. Range and personal information on lending. Financial Studies Review, 23 (7): 2757-2788. 

[2] ASSOCHAM (2016), "Evolving Landscape of Microfinance Institution in India", ASSOCHAM, India, p-10. 

[3] Indian Institute of Banking & Finance (2009). "Micro-finance Perspective and Operations", Macmillan Publishers India Ltd., 

New Delhi, page 242. 

[4] Kothari, V. and Gupta, N. (2007). "Micro Credit in India: Overview of the Regulatory Scenario", pages 7-8. 

[5] Mahajan, V. (2001). "Issues in Sustainability of MFIs - A Viewitioner Practitioner's Viewpoint", in Jindal, Krishan, and Sharma, 

K.C. (2001) edited "Micro Finance Institutions - Issues in Sustainability", Bankers Institute of Rural Development, Lucknow, 

pages 21-42. 

 

file:///C:/omak/Downloads/www.IJARIIT.com


International Journal of Advance Research, Ideas and Innovations in Technology 

© 2021, www.IJARIIT.com All Rights Reserved                                                                                         Page |1038 

[6] Puhazhendhi, V. (2013). "Microfinance India - State of the Sector Report 2012", SAGE Publishing, New Delhi, p. 1033-116. 

[7] The Economist Intelligence Unit (2013) “Global Microscope on Microfinance Business Environment 2013”, The Economist, 

pages 18-20. 

[8] Reserve Bank of India, August 1970. Annual Report of RBI Operations and Trend and Progress of Banking in India for the 

year ended June 30, 1970 

[9] Reserve Bank of India, 2005. Independent Branch Authorization Policy. Link: 

https://www.rbi.org.in/scripts/NotificationUser.aspx?Id=2503&Mode=0 

file:///C:/omak/Downloads/www.IJARIIT.com

