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ABSTRACT  

The essence of rural development lies in its commitment to meet the needs of economically disadvantaged 

communities in rural settings, emphasising the importance of sustainable economic advancement. In Dumka 

district, alleviating rural poverty depends on recognising feasible income-generating prospects and cultivating 

employment to enhance socio-economic progress. The rural poor necessitate not just subsidised credit but also 

straightforward access to financial services like loans, savings, and micro-insurance to boost agricultural 

productivity, create small-scale enterprises, and foster entrepreneurship. Microfinance significantly enhances 

rural employment by facilitating the establishment of new business initiatives, promoting self-employment, 

and fostering Self-Help Groups (SHGs), which in turn mitigates migration and aids in comprehensive rural 

development. 

This study seeks to explore the adoption and use of microfinance services by rural households in Dumka, as 

well as to evaluate the extent to which microfinance plays a crucial role in fostering rural development and 

alleviating poverty. A sample of 73 respondents from diverse villages in Dumka district was chosen to 

examine the socio-economic effects of microfinance. The study further examines how external factors—

social, economic, and political—impact the effectiveness of microfinance. The results highlight the critical 

importance of microfinance in promoting financial inclusion, especially within an agricultural economy such 

as India. This study seeks to underscore the significance of microfinance in enhancing the capabilities of rural 

communities and fostering sustainable livelihoods in the Dumka district. 
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INTRODUCTION  

Poverty remains a significant developmental issue in rural India, particularly in economically disadvantaged 

areas such as Dumka district in Jharkhand. Despite various governmental initiatives, a considerable segment 

of the rural population continues to be excluded from formal financial systems, resulting in restricted access 

to credit, savings, and additional financial services (Government of India, 2011). Microfinance has emerged 

as a potential solution to the intertwined issues of poverty and financial exclusion by providing small, 

collateral-free loans and fostering self-employment opportunities for rural households.  
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Microfinance in India experienced significant growth in the 1990s, notably due to the introduction of the Self-

Help Group–Bank Linkage Programme (SHG–BLP) by NABARD in 1992. This model demonstrated efficacy 

in engaging rural women and economically disadvantaged groups, who have historically been marginalised 

by conventional banking systems (Puhazhendhi & Satyasai, 2000). As of March 2015, more than 7.7 million 

self-help groups (SHGs) in India were connected to banks, resulting in the disbursement of over ₹42,000 crore 

in credit. This underscores the importance of microfinance in rural development (NABARD, 2015).  

In districts characterised by tribal populations and agriculture, such as Dumka, microfinance functions as a 

significant tool for facilitating agricultural endeavours, small enterprises, and the economic empowerment of 

women. The structure of Self-Help Groups (SHGs) facilitates member savings mobilisation, credit access, and 

participation in income-generating activities, thereby enhancing household income, decreasing migration, and 

increasing social capital (Seibel & Khadka, 2001).  

The impact of microfinance is contingent upon local factors, including literacy, awareness, banking outreach, 

and community participation. This study examines the role of microfinance in poverty alleviation in Dumka 

district, utilising data and insights available up to 2016. This study examines rural households' access to 

microfinance, the operation of Self-Help Groups (SHGs), and the socio-economic outcomes linked to financial 

inclusion. 

ROLE OF MICROFINANCE 

Microfinance serves as a significant mechanism for promoting economic development and social 

empowerment in rural and tribal areas of India, exemplified by the Dumka district in Jharkhand. A significant 

portion of the population is involved in agriculture and informal sectors, resulting in historically limited access 

to formal banking services. Microfinance fills this gap by providing small, collateral-free loans, savings 

options, and micro-insurance to households that are financially excluded. This support allows them to satisfy 

consumption needs, invest in productive activities, and manage economic shocks.  

In Dumka, where a significant portion of the population comprises Scheduled Tribes and economically 

disadvantaged groups, microfinance is essential for poverty alleviation. This allows individuals in poverty to 

earn income through livestock rearing, small-scale trading, tailoring, agriculture, and other minor enterprises. 

The SHG–Bank Linkage Programme (SBLP), initiated by NABARD in the 1990s, has enabled the 

establishment of self-help groups in the region, especially among women. Self-help groups (SHGs) facilitate 

access to credit while promoting group savings, mutual support, and financial discipline.  

As of 2015, India had more than 7.7 million self-help groups (SHGs) connected with banks, reflecting the 

increasing recognition of microfinance as an effective grassroots financial model (NABARD, 2015). In 

Dumka, microfinance institutions and NGOs, in collaboration with government schemes, have effectively 

addressed the credit gap, diminished reliance on local moneylenders, and advanced financial literacy.  

Microfinance plays a crucial role in rural development by increasing household income, enhancing food 

security, and decreasing seasonal migration. Access to finance significantly empowers rural women by 

http://www.jetir.org/


© 2017 JETIR March 2017 ,Volume 4, Issue 3                                                              www.jetir.org (ISSN-2349-5162) 

JETIR1703140 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 843 
 

increasing their involvement in household financial decisions, enhancing their self-esteem, and creating new 

leadership opportunities within their communities.  

The success of microfinance in Dumka is influenced by external factors, including literacy levels, cultural 

norms, political support, and infrastructure development. Consequently, its complete potential can be achieved 

solely through capacity-building initiatives, transparent governance, and cohesive rural development 

programs. 

OBJECTIVES OF THE STUDY 

 To assess the impact of microfinance on the socio-economic conditions of rural households in Dumka 

district. 

 To evaluate the role of microfinance in facilitating rural development and poverty alleviation. 

 To examine the influence of external factors—economic, social, and political—on the effectiveness of 

microfinance initiatives in the region. 

RESEARCH METHODOLOGY 

This study follows a quantitative research approach using primary data to assess the impact of 

microfinance on rural households in Dumka district. A simple random sampling method was used to ensure 

equal participation chances for all rural households. A total of 73 rural households were randomly selected 

from villages in Dumka. 

Data was collected through structured interviews and questionnaires focused on microfinance access, usage, 

and socio-economic outcomes. The study also considered secondary data from government and institutional 

reports available. The findings were analysed to evaluate the role of microfinance in poverty alleviation and 

rural development, along with the influence of economic, social, and political factors. 

Tools Used 

The primary tool for data collection in this study was a structured survey, conducted on 73 rural respondents 

from various socio-economic backgrounds, including different age groups, income levels, employment 

statuses, and risk-bearing capacities. A questionnaire consisting close-ended questions was designed to 

capture respondents’ preferences, risk appetite, return expectations, awareness of microfinance, available 

financing options, and financial goals. 

Data was collected through personal interviews, requiring extensive field visits and interactions. In addition 

to individual responses, group discussions were also conducted with selected participants to gather qualitative 

insights. The collected data was analysed and interpreted using graphical presentations to provide a clear 

understanding of key findings and trends. 
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DATA ANALYSIS  

Graph: - 1 Social Factors influencing microfinance  

 

Sources: - Collected Data  

The data presented in Graph 1: Social Factors Influencing Microfinance provides important insights into the 

challenges and opportunities associated with microfinance in the Dumka district. A significant proportion of 

respondents (64.4%) lack awareness of microfinance options, indicating a pressing necessity for enhanced 

awareness initiatives and educational outreach efforts. Additionally, 28.8% of respondents have access to 

microfinance institutions, whereas a greater proportion (56.2%) do not, indicating potential limitations in 

institutional reach and infrastructure in rural areas. In contrast, 53.4% of respondents indicate access to 

government schemes, suggesting that public financial support programs effectively reach a significant portion 

of the population. However, 19.2% remain excluded, highlighting potential gaps in implementation and 

accessibility. Furthermore, 35.6% of respondents utilise social support networks, which are essential for the 

efficacy of microfinance programs; however, 24.7% do not have access to these networks, which may impede 

their capacity to effectively leverage financial products. The findings suggest that, although some positive 

developments are apparent, significant efforts are required to enhance awareness, broaden institutional access, 

improve the reach of government schemes, and fortify community support systems to increase the 

effectiveness of microfinance in alleviating poverty in Dumka. 
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Graph: - 2 Economic Factors Impacting Microfinance Access 

Economic Factors  Yes Maybe  No  

Access to credit  27 16 30 

Economic dependence  33 11 29 

Savings habits  34 16 23 

Sources: - Collected Data  

 

Sources: - Collected Data  

Graph 2: Economic Factors Impacting Microfinance Access presents essential economic variables that affect 

the accessibility and effectiveness of microfinance in the Dumka district. A significant percentage of 

respondents (37%) indicated access to credit, essential for participation in microfinance programs. Conversely, 

41.1% either lack access to credit or are uncertain, highlighting a considerable gap in financial inclusion that 

restricts opportunities for many individuals. In terms of economic dependence, 45.2% of respondents identify 

agriculture or small businesses as their primary income source, whereas 39.7% indicate partial economic 

dependence or mixed income sources. This data highlights a susceptibility to economic shocks and an uneven 

impact of microfinance across various sectors. Regarding savings habits, 46.5% of respondents exhibit 

moderate to high savings behaviours, which is crucial for the sustainability of microfinance loans. Conversely, 

31.5% possess either no savings or very low savings, potentially impeding their capacity to repay loans or 
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invest in income-generating activities. The findings suggest that although certain households can benefit from 

microfinance, the general access to credit, economic dependency, and savings behaviour indicate a need for 

more targeted financial products and education to improve financial inclusion and the effectiveness of 

microfinance in the region. 

KEY FINDINGS OF THE STUDY  

Factor 

Type 
Factor Key Finding Implication for Microfinance 

Social 

Factors 

Awareness of 

Microfinance 

Low awareness (64.4%) about 

microfinance among rural 

households. 

Need for awareness campaigns to 

educate the population on available 

microfinance options. 

Social 

Factors 

Availability 

of 

Microfinance 

Institutions 

Limited access to microfinance 

institutions (56.2%) in rural areas. 

Expansion of microfinance institutions 

reach to ensure wider access in rural 

areas. 

Social 

Factors 

Access to 

Government 

Schemes 

Majority (53.4%) have access to 

government schemes, but 19.2% 

are excluded. 

Improvement of government scheme 

accessibility to include more 

households in rural Dumka. 

Social 

Factors 

Social 

Support 

Networks 

35.6% benefit from social support 

networks, but 24.7% lack them. 

Strengthening of community and family 

support systems to enhance 

microfinance success. 

Economic 

Factors 

Access to 

Credit 

Significant portion (41.1%) lacks 

access to credit or is unsure about 

it. 

Development of financial products that 

cater to households with limited access 

to credit. 

Economic 

Factors 

Economic 

Dependence 

45.2% economically dependent on 

agriculture/business, making them 

vulnerable. 

Targeted microfinance programs that 

address vulnerabilities in agricultural 

and small-business sectors. 

Economic 

Factors 

Savings 

Habits 

31.5% of respondents have low/no 

savings, limiting their ability to 

repay loans or invest. 

Savings-focused financial literacy 

programs to help households improve 

their financial resilience. 

 

CONCLUSION 

This research investigates the impact of microfinance on poverty reduction in Dumka area, emphasising the 

social and economic determinants that affect its efficacy. The results indicate substantial deficiencies in both 
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knowledge and access to microfinance, which impede its full potential in rural regions. A significant segment 

of the population (64.4%) lacks awareness of microfinance choices, while 56.2% of respondents do not have 

access to microfinance organisations. Despite the existence of government programs (53.4%), a significant 

segment of the population remains excluded from these advantages, highlighting the need for more outreach 

and inclusiveness.  

Economically, 45.2% of respondents rely on agriculture and small enterprises, although several families have 

inadequate access to credit (41.1%) and exhibit poor savings practices (31.5%), hence hindering their capacity 

to use microfinance efficiently. Moreover, social support networks are essential for the efficacy of 

microfinance; yet, 24.7% of respondents lack these networks, which serve as a safety net for microfinance 

users.  

This research advocates for focused awareness efforts, the extension of institutional reach, and enhanced 

accessibility to government programs to augment the efficacy of microfinance in Dumka. Moreover, financial 

instruments designed for families with restricted access to credit and savings, together with enhanced 

community support structures, are crucial for enabling microfinance programs to realise their promise in 

alleviating poverty and promoting rural development.  

In conclusion, while microfinance has potential as a mechanism for poverty reduction, its efficacy in Dumka 

region depends on overcoming critical obstacles, especially regarding accessibility, knowledge, and financial 

literacy. 
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