
          International Journal of Scientific Research in Engineering and Management (IJSREM) 
                        Volume: 09 Issue: 04 | April - 2025                            SJIF Rating: 8.586                                         ISSN: 2582-3930                                                                                                                                               

 

© 2025, IJSREM      | www.ijsrem.com                                 DOI: 10.55041/IJSREM46229                                              |        Page 1 
 

A Study on The Role of Microfinance in Enhancing Earnings and Promoting 

Entrepreneurship Among Low-Income Households Special Reference with Nagpur 

Region  

1. Rutik Durge 

ResearchdScholar 

Department of Management Studies 

G.H. RaisonidCollege offEngineering, Nagpur 

 

2. Dr. Nihar Dahake 

Research Guide 

Assistant Professor 

Department of Management Studies 

G.H. RaisonifCollege offEngineering, Nagpur 

3. Yash Bhanarkar 

Co- Author 

Department of Management Studies 

G.H. RaisonidCollege offEngineering, Nagpur 

 

4. Shubham Burade 

Co- Author 

Department of Management Studies 

G.H. RaisonidCollege offEngineering, Nagpur 

 

ABSTRACT 

This study explores the significant role of microfinance in enhancing the earnings and encouraging entrepreneurial 

activities among low-income households in the Nagpur region. With limited access to formal banking systems, 

microfinance has emerged as a practical solution for financial empowerment, especially for economically weaker 

sections. The research adopts a descriptive design and is primarily based on data collected from 100 microfinance 

beneficiaries in Nagpur using structured questionnaires shared via Google Forms. Additionally, secondary data from 

journals, government reports, and microfinance institutions' websites were used to support and validate the primary 

findings. The analysis, conducted using SPSS software through descriptive statistics and Chi-Square tests, reveals that 

microfinance has a positive impact on the income levels of beneficiaries and plays a vital role in fostering small-scale 

entrepreneurship. However, the study also highlights several challenges faced by beneficiaries, such as difficulty in 

loan repayment, lack of financial literacy, and insufficient post-loan guidance. These limitations often restrict the full 

potential of microfinance initiatives. Based on the insights gained, the paper offers practical recommendations to 

improve the effectiveness of microfinance programs, including financial education, customized loan products, and 

better follow-up mechanisms. Overall, the research emphasizes that while microfinance can be a strong tool for socio-

economic upliftment, its success depends heavily on the design, delivery, and support systems accompanying the 

financial services.  

Keywords: Microfinance, Low-Income Households, Entrepreneurship, Financial Inclusion, Earnings, Nagpur, 
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INTRODUCTION 
 

Microfinance has evolved as a crucial strategy in 

addressing the financial needs of the 

underprivileged segments of society, especially in 

developing nations like India. For decades, 

traditional banking systems have failed to serve the 

economically weaker sections, mainly due to the 

lack of collateral, unstable income sources, and 

high transaction costs. This financial exclusion has 

led to widespread poverty, dependence on informal 

lenders, and restricted economic mobility. 

Microfinance, by offering small loans, savings 

options, and insurance services, provides a viable 

alternative that empowers individuals and 

communities to become self-reliant. Particularly 

for low-income households, microfinance acts not 

just as a financial support system but also as a 

means to achieve social and economic inclusion. It 

has enabled millions across the globe to establish 

microenterprises, invest in education, healthcare, 

and housing, and gradually move out of poverty. 

In India, the microfinance sector has seen 

significant growth over the last two decades, 

supported by both government initiatives and 

private players. Institutions such as Self-Help 

Groups (SHGs), Non-Banking Financial 

Companies (NBFC-MFIs), and cooperative banks 

have contributed to expanding the outreach of 

microfinance to remote and marginalized areas. 

The Reserve Bank of India (RBI) and NABARD 

have also played an instrumental role in creating 
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regulatory frameworks and providing refinancing 

facilities to these institutions. Microfinance has 

had a notable impact in rural and semi-urban areas 

by enabling small-scale business activities like 

tailoring, vegetable vending, cattle rearing, and 

handicrafts. For women, in particular, 

microfinance has become a powerful vehicle for 

empowerment, allowing them to contribute to 

household income and gain financial 

independence. However, despite the visible 

impact, the sector faces challenges such as over-

indebtedness, lack of borrower education, poor 

repayment rates in some regions, and uneven 

access. 

Nagpur, a growing urban center in Maharashtra, 

presents a unique case for studying microfinance 

due to its mix of urban slums, semi-rural areas, and 

emerging small businesses. Many low-income 

households in Nagpur are engaged in informal 

sector activities like street vending, daily wage 

labor, domestic work, and small retail operations. 

These individuals often lack access to formal 

banking due to irregular income and poor credit 

history. In such a setting, microfinance institutions 

have stepped in to fill the gap by offering easy-to-

access loans with flexible repayment options. 

However, the effectiveness of these microfinance 

programs in truly uplifting the economic 

conditions of these households needs empirical 

investigation. This study focuses on how 

microfinance has influenced their earnings and 

whether it has led to sustained entrepreneurial 

efforts in the region. 

The rationale behind this study is to understand not 

only the financial impact of microfinance on low-

income families but also its broader socio-

economic influence. While microfinance is often 

praised for improving household incomes and 

reducing dependency on moneylenders, there is a 

need to critically evaluate whether it actually helps 

in creating long-term business opportunities and 

self-employment. The scope of this study includes 

evaluating income changes before and after 

availing microfinance, identifying new businesses 

started with loan support, assessing the satisfaction 

level of beneficiaries, and examining the common 

challenges they face in utilizing microfinance 

efficiently. This research is limited to microfinance 

beneficiaries residing in the Nagpur region and 

includes individuals who have taken loans from 

different MFIs operating locally.  

LITERATURE REVIEW 

1. Microfinance and Financial Inclusion in 

Rural and Marginalized Communities 

Several studies have established that microfinance 

is a transformative tool in promoting financial 

inclusion, particularly among underserved and 

rural populations. Dhanalakshmi et al. (2025) 

emphasized the vital role microfinance plays in 

bridging the financial gap for unorganized sectors, 

especially in rural India, by offering access to 

credit, insurance, and savings. Their findings 

showed a 21% year-on-year growth in 

microfinance utilization, reflecting its increasing 

relevance. Similarly, Singh (2024) and Goel (2024) 

found that microfinance facilitates financial 

accessibility for marginalized communities and 

supports livelihood development, thus uplifting 

their economic conditions. Goel's empirical work 

in Jabalpur confirmed that access to microfinance 

services improved socio-economic conditions 

through increased employment, better savings 

habits, and reduced poverty. However, both studies 

also highlighted systemic challenges, such as high 

interest rates and regulatory inadequacies, which 

often limit the depth of outreach and the long-term 

sustainability of these services. 

2. Entrepreneurship and Economic 

Empowerment through Microfinance 

The ability of microfinance to empower 

entrepreneurs and stimulate micro-enterprise 

growth has also been a major area of academic 

inquiry. Ullah et al. (2024) provided evidence that 

access to microfinance significantly enhanced 

business performance and income levels for low-

income entrepreneurs by supporting their initial 

capital requirements and promoting financial 

literacy. Their findings were supported by Putri et 

al. (2025), who noted that Microfinance Institutions 

(MFIs) not only offer loans but also provide 

training and mentorship, thereby increasing the 

capability and confidence of small business 

owners. Shahi (2024), focusing on Nepal, also 

stressed that entrepreneurial success through 

microfinance is highly dependent on the borrower’s 
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ability to effectively use funds, supported by 

training in financial management and decision-

making. Meanwhile, Balaji and Zama (2024) 

emphasized the empowerment of women through 

microfinance, asserting that women borrowers 

experienced improvements in household income 

and autonomy. These studies collectively 

demonstrate that microfinance not only improves 

access to capital but also plays a pivotal role in 

capacity building, which is critical for 

entrepreneurial success in underserved 

populations. 

3. Socio-Economic Outcomes and Poverty 

Reduction 

Microfinance is increasingly viewed as a strategic 

tool for poverty alleviation and improving social 

welfare indicators. Ashraf et al. (2024) found that 

beneficiaries of microfinance experienced a 28% 

increase in household income and a 15% boost in 

entrepreneurship, indicating a significant socio-

economic upliftment. Their research also identified 

improvements in non-financial aspects such as 

education and health. Likewise, Sonawane et al. 

(2024) demonstrated that microfinance enables 

low-income groups to break out of the poverty 

cycle by facilitating income generation and 

improving their quality of life. Mishra et al. (2024) 

extended this finding to the global south, 

confirming the positive impact of microfinance on 

job creation and household consumption in 

developing nations. Nevertheless, multiple studies 

(e.g., Jalhare, 2025; Arora & Sutariya, 2024) 

cautioned that high interest rates, over-

indebtedness, and lack of continuous support can 

dilute the effectiveness of these interventions. To 

counter these issues, authors recommend 

regulatory reforms, better financial literacy, and the 

adoption of innovative, community-specific 

microfinance models. 

4. Institutional Capacity, Monitoring 

Challenges, and Need for Localization 

Another major theme emerging from the literature 

pertains to the institutional challenges and 

limitations in microfinance program delivery. 

Matindike et al. (2024) argued that community 

participation and consistent follow-up support are 

essential for the long-term success of microfinance 

enterprises. The study underscored the importance 

of incorporating market linkages and financial 

education in microfinance offerings. Yadav (2024) 

echoed similar concerns, highlighting that 

microfinance for Below Poverty Line (BPL) 

individuals must be accompanied by structured 

financial education to prevent misutilization of 

funds and to promote sustainable livelihoods. 

Gyimah et al. (2024), focusing on rural businesses, 

concluded that a blend of financial products, 

institutional support, and training programs 

contributes to optimal outcomes. Despite these 

efforts, the scalability of microfinance remains 

constrained by inconsistent loan disbursement, 

limited outreach to remote areas, and insufficient 

post-loan monitoring mechanisms. Most 

importantly, the effectiveness of microfinance 

varies significantly by region, suggesting a need for 

more localized studies and interventions that cater 

to the unique socio-economic characteristics of 

specific areas. 

Research Gap 

While the existing body of literature clearly 

demonstrates the broad effectiveness of 

microfinance in enhancing financial inclusion, 

reducing poverty, and promoting entrepreneurship, 

there is limited research focusing specifically on 

the impact of microfinance in the Nagpur region. 

Most studies emphasize national or international 

trends without considering the regional nuances of 

low-income households in Nagpur. Critical factors 

such as financial literacy, loan utilization behavior, 

borrower support post-disbursement, and the long-

term sustainability of income-generation activities 

remain underexplored in this geographic context. 

There is also a lack of empirical analysis on 

whether microfinance truly translates into 

sustained income growth and entrepreneurial 

development for low-income earners in Nagpur. 

Addressing this gap is essential to tailor 

microfinance interventions more effectively and to 

design localized models that foster deeper financial 

inclusion and economic empowerment in the 

region. 
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RESEARCH OBJECTIVES  

▪ To assess the impact of microfinance on 

earnings of low-income households in Nagpur 

▪ To evaluate microfinance’s role in 

promoting entrepreneurship. 

▪ To identify challenges faced by 

microfinance beneficiaries. 

▪ To suggest ways to improve microfinance 

effectiveness. 

RESEARCH METHODOLOGY 

 

 

1. Research Design 

This study uses a mixed-methods approach, 

blending both quantitative and qualitative research. 

The goal is to understand not just the numbers 

behind microfinance outcomes, but also the 

personal stories and experiences of those involved. 

This design helps provide a fuller picture of how 

microfinance supports income generation and 

entrepreneurship among low-income households. 

2. Area of Study 

The research focuses on Nagpur, Maharashtra. This 

region was selected because it has a strong presence 

of microfinance institutions (MFIs), Self-Help 

Groups (SHGs), and a significant low-income 

population. The city’s mix of urban and semi-urban 

areas makes it ideal for studying microfinance 

interventions and their real-life impact. 

3. Target Population 

The target group includes low-income households, 

SHG members, small business owners who have 

availed microfinance, and MFI representatives. 

These groups were chosen because they have 

firsthand experience with microfinance and can 

offer valuable insights into its effectiveness and 

challenges. 

4. Sample Size and Sampling Technique 

A sample of 150 respondents was selected using 

purposive and snowball sampling. Participants 

were chosen based on their involvement with 

microfinance programs. Initial participants also 

helped refer others, especially in hard-to-reach 

areas, ensuring a diverse yet relevant sample. 

5. Data Collection Methods 

Primary data was collected through structured 

questionnaires, in-depth interviews, and key 

informant interviews with MFI officials.  

Secondary data came from reports, journal articles, 

government publications, and previous studies on 

microfinance. This helped validate findings and 

add context. 

6. Tools and Techniques for Data Analysis 

For quantitative data, tools like percentages, 

averages, and comparisons were used. This helped 

measure changes in income and business outcomes. 

For qualitative data, thematic analysis was applied 

to identify common patterns and experiences 

shared by respondents. 

7. Ethical Considerations 

The study followed strict ethical guidelines. 

Participants gave informed consent and were 

assured of confidentiality. They were also told they 

could opt out of the study at any point without any 

pressure or consequences. 

8. Limitations of the Study 

This research is limited to Nagpur, so findings may 

not apply everywhere. Time constraints also meant 

long-term effects of microfinance could not be 

studied. Additionally, since some data is self-

reported, there’s a chance of recall errors or 

exaggeration. 

ANALYSIS AND INTERPRETATION 

This chapter presents the analysis and 

interpretation of the collected data from 220 

respondents regarding the role of microfinance in 

enhancing earnings and promoting 

entrepreneurship among low-income households 

in the Nagpur region. The findings are 

systematically organized in line with the research 

objectives to understand the extent to which 

microfinance institutions (MFIs) have contributed 

to income generation, business development, and 

financial inclusion in the targeted demographic. 
1. Demographic Analysis 

Category Responses(%) 

Age Group 

Below 25 41.176 

25–35 years 32.127 

36–45 years 21.719 

46–55 years 4.072 

Above 55 years 0.905 

http://www.ijsrem.com/
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Gender 

Male 85.973 

Female 14.027 

Marital Status 

Married 55.656 

Un married 44.344 

 

 

 

 

 

 

 

 

Interpretation:  

The data indicates that a significant majority of 

respondents (41.18%) belong to the age group below 25 

years, followed by 25–35 years (32.13%) and 36–45 

years (21.72%). This shows that most microfinance 

users in the Nagpur region are young and possibly in 

the early stages of their entrepreneurial or financial 

journey. Gender-wise, the data is highly skewed 

towards males (85.97%) compared to females 

(14.03%), highlighting a gap in female participation. In 

terms of marital status, more than half of the 

respondents (55.66%) are married, while 44.34% are 

unmarried, suggesting that microfinance appeals across 

different family responsibilities and life stages. 

2. Awareness and Usage of Microfinance 

Services 

 
Category Responses 

(%) 

How did you learn about microfinance 

services?   

Self-awareness 33.484 

Recommendation by 

friends/family 
33.032 

NGO/SHG (Self-Help Group) 19.005 

Microfinance Institution 

(MFI)Frequently (Monthly) 
14.480 

For how long have you been availing 

microfinance services?   

Less than 1 year  49.774 

1–3 years  30.317 

4–5 years 16.290 

More than 5 years 3.620 

What was the primary purpose for availing 

microfinance?   

Starting a new business 37.557 

Expanding an existing business  31.674 

Meeting household expenses  25.339 

Children’s education  2.715 

Other 2.715 

 

Interpretation:  

The data show that microfinance awareness is largely 

driven by self-discovery (33.48%) and word-of-mouth 

through family and friends (33.03%), followed by 

NGOs/SHGs (19.01%) and microfinance institutions 

themselves (14.48%). This indicates the importance of 

informal networks in spreading awareness. Regarding 

duration of use, nearly half (49.77%) of the respondents 

are recent users (less than 1 year), suggesting rapid 

recent adoption, while only a small portion (3.62%) 

have used microfinance for more than 5 years. Most 

people use microfinance for productive purposes like 

starting (37.56%) or expanding a business (31.67%), 

while a significant portion (25.34%) also use it for 

household needs, reflecting a mix of entrepreneurial 

and personal financial motivations. 

3. Income Level and Living Standards 

Category Responses 

(%) 

What was your monthly household income 

before availing microfinance? 

Below ₹5,000  28.959 

₹5,001–₹10,000  28.507 

₹10,001–₹15,000  17.195 

₹15,001–₹20,000  14.932 

Above ₹20,000 10.407 

What is your monthly household income after 

availing microfinance? 

Below ₹5,000  26.244 

₹5,001–₹10,000  24.887 

₹10,001–₹15,000  22.172 

₹15,001–₹20,000  14.027 

Above ₹20,000 12.670 

Has microfinance helped you improve your 

standard of living? 

Yes, significantly  36.199 

Yes, to some extent  35.294 

No, it has remained the same  26.244 
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No, my situation worsened 2.262 

 

 

 

 

 

 

 

 

Interpretation:  

Before accessing microfinance, a large segment of 

respondents had a monthly household income 

below ₹10,000, with 28.96% earning less than 

₹5,000 and 28.51% earning between ₹5,001–

₹10,000. After availing microfinance, there's a 

visible upward shift in income levels. While the 

proportion of people earning below ₹5,000 

decreased slightly (to 26.24%), those earning 

above ₹10,000 increased, especially in the 

₹10,001–₹15,000 range (22.17%). This suggests 

that microfinance positively influenced income 

levels. Additionally, 36.20% said it significantly 

improved their standard of living, while 35.29% 

noted a moderate improvement. Only 2.26% 

experienced worsening conditions, indicating an 

overall positive impact on quality of life for most 

users. 

4. Entrepreneurship and Business Development 

Category Responses 

(%) 

Have you started a business using microfinance 

funds? 

Yes 85.973 

No 14.027 

Did microfinance help you expand or diversify your 

business? 

Yes, I expanded my business 42.986 

Yes, I diversified my business 28.507 

No, the business remained the same 25.792 

I faced difficulties in managing the 

business 

2.715 

How did you utilize the microfinance loan? 

Investment in business 37.557 

Household needs 37.557 

Education expenses 19.910 

Medical expenses 3.620 

Others 1.357 

  

 

 

 

 

 

 

 

 

Interpretation:  

A remarkable 85.97% of respondents reported 

starting a business using microfinance funds, 

highlighting its strong role in fostering 

entrepreneurship. Of those who already had 

businesses, 42.99% were able to expand, and 

28.51% diversified their ventures, while only 

25.79% saw no change. This underlines 

microfinance’s contribution not just to starting 

businesses, but also helping them evolve. 

Regarding loan usage, the funds were primarily 

invested either in business (37.56%) or used for 

household needs (also 37.56%), indicating a 

balance between enterprise and survival needs. 

Education (19.91%) and medical expenses (3.62%) 

were less common uses, reflecting that while 

microfinance is business-oriented, it still serves as 

a lifeline for essential services. 

 

5. Challenges and Satisfaction 

Category Responses (%) 

Did you face any challenges in repaying the loan? 

Yes, frequently 43.439 

Yes, occasionally  31.674 

No, repayment was smooth 24.887 

How satisfied are you with the microfinance services 

you have received? 

Very satisfied 42.986 

Satisfied 28.054 

Neutral 26.244 

Dissatisfied 1.810 

Very dissatisfied 0.905 

Would you recommend microfinance services to 

others? 

Yes 92.760 

No 7.240 
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Less effective
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Have you started a business using microfinance funds?
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Interpretation:  

Despite the benefits, loan repayment posed a 

challenge for many—43.44% faced frequent 

difficulties and 31.67% had occasional issues, 

while only 24.89% reported smooth repayment. 

This signals the need for better financial literacy 

and support mechanisms. On the satisfaction front, 

the majority (42.99%) were very satisfied with 

microfinance services, while another 28.05% were 

satisfied, reflecting overall approval. Only a small 

percentage (2.71%) expressed dissatisfaction. 

Importantly, 92.76% said they would recommend 

microfinance services to others, underscoring trust 

and confidence in the system despite repayment 

challenges. This suggests a positive overall 

perception of microfinance as a tool for 

empowerment and financial improvement. 

DISCUSSION 

The study reveals that microfinance is increasingly 

being embraced by the younger population in the 

Nagpur region, especially those below the age of 

35. This age group, often in the initial phases of 

their financial and professional journeys, shows a 

strong inclination towards using microfinance as a 

stepping stone toward self-employment and 

entrepreneurship. The significant gender gap, 

however, is notable—with male users dominating 

the sample. This highlights an area for future focus, 

suggesting that targeted interventions are needed to 

promote greater financial inclusion and 

entrepreneurship among women. Despite this, the 

data also suggests that both married and unmarried 

individuals are engaging with microfinance 

services, indicating that family responsibilities or 

life stage do not significantly deter participation. 

In terms of awareness and access, the informal 

communication channels—such as self-learning 

and word-of-mouth—play a crucial role in 

spreading knowledge about microfinance. 

Interestingly, NGOs and Self-Help Groups 

(SHGs), which are often expected to be primary 

awareness agents, rank behind informal methods. 

This underscores the need for formal institutions 

and policy-makers to strengthen outreach 

programs and increase their visibility among 

potential users. Furthermore, with nearly half of 

the users having joined within the past year, it’s 

clear that microfinance has seen a recent surge in 

adoption. Most respondents are leveraging these 

funds for business-related purposes—either to start 

a new venture or expand an existing one. Yet, a 

sizable portion also uses loans for essential 

household expenses, which demonstrates the dual 

utility of microfinance in supporting both income 

generation and basic needs. 

The data on income levels before and after 

microfinance access indicates tangible economic 

improvement among users. While many 

respondents started with monthly household 

incomes below ₹10,000, there's a noticeable 

increase in the number of households now earning 

above this threshold post-microfinance 

involvement. This income growth has translated 

into a better quality of life for most beneficiaries, 

with over 71% reporting either significant or 

moderate improvements in their living standards. 

Such outcomes validate the role of microfinance as 

a transformative financial tool that not only boosts 

income but also enhances overall well-being. The 

very small percentage of users who reported 

worsening conditions may point to the challenges 

of managing loans effectively, and this reinforces 

the need for continuous borrower education and 

financial literacy programs. 

Microfinance has proven to be a strong catalyst for 

entrepreneurship in the region. An overwhelming 

majority of users reported starting businesses using 

microfinance funds. Among those who already 

owned businesses, many were able to expand or 

diversify their ventures. This shows that 

microfinance does more than just provide capital—

it helps foster innovation, growth, and economic 

resilience. However, a challenge emerges in the 

form of loan repayment. A significant portion of 

respondents—nearly three-fourths—faced some 
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difficulty in repaying their loans, which may 

reflect either income instability, insufficient 

financial planning, or a mismatch between loan 

cycles and business cash flows. Still, satisfaction 

levels remain high, with most users willing to 

recommend microfinance to others. This suggests 

that despite the challenges, people view 

microfinance positively and as a stepping stone to 

better opportunities. Going forward, addressing 

repayment issues through supportive measures and 

training could enhance the overall impact of 

microfinance programs even further. 

CONCLUSION 

In conclusion, this study highlights the significant 

and positive impact of microfinance on enhancing 

earnings and promoting entrepreneurship among 

low-income households in the Nagpur region. The 

findings reveal that microfinance has empowered a 

large number of individuals—especially the 

younger population—to start or expand their 

businesses, leading to improved income levels and 

better standards of living. Although many users 

faced challenges in repaying loans, the overall 

satisfaction with microfinance services remains 

high, and most beneficiaries are willing to 

recommend it to others. The study also points out 

the crucial role of informal networks in spreading 

awareness and the need for more inclusive 

participation, especially among women. While 

microfinance has clearly become a vital support 

system for many families, its true potential can be 

fully realized by addressing repayment challenges, 

enhancing financial literacy, and ensuring broader 

outreach. Ultimately, microfinance is not just a 

financial product—it’s a catalyst for self-reliance, 

stability, and long-term socio-economic 

development in underserved communities. 
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