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SLUM AREAS, WOMEN AND INITIATIVE OF 

MICROFINANCE IN INDIA: A CRITICAL STUDY 
 

AUTHORED BY - AJAY MARWAH* 

 

 

INRODUCTION 

The empowerment of women is a very important issue in developing countries. As women are 

an integral part of society, their status and participation in decision-making as well as economic 

activities are very low. Microfinance plays a very important role in improving women's 

decision-making by contributing to economic activities. Over the years, various efforts have 

been made by many government and non-government organizations to promote women's 

empowerment, especially in rural areas. One such effort is the microfinance intervention. 

Microfinance institutions aim to provide credit to the poor who have no access to commercial 

banks. In general, this institution receives financial support from western donors, NGO's, or 

commercial banks, who lend to microfinance institutions often at below-market interest rates. 

Many leading public and private sector banks are offering schemes exclusively designed for 

women to set up their own ventures. Even the unorganized sector has been heading into 

microfinance movement1 

 

ROLE OF MICROFINANCE IN WOMEN EMPOWERMENT 

Microfinance is a type of banking service that provides access to financial and non-financial 

services to low-income or unemployed people. Microfinance is a powerful tool to empower the 

poor, especially women, at the global level and especially in developing countries. 

Microfinance activities can give them a means to climb out of poverty. In the early 1970s, the 

women's movement in a number of countries increased to alleviate poverty through 

microfinance programs. The problem of women having less access to credit was given 

particular attention at the First International Women Conference in Mexico in 1975. The 

evolution of microfinance has been in Bangladesh since the late 1970s, with Avery's very 

successful project. But in Pakistan, the movement in the microfinance sector started with the 

                                                      
* Advocate-on-Record, Supreme Court of India. 
1 ROLE OF MICRO-FINANCE IN THE EMPOWERMENT OF THE WOMEN Ashok K. Pokhriyal, Rekha 
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Agha Khan Rural Support Program (AKRSP) and the Orange Pilot Project (OPP). With the 

passage of time microfinance becomes NGO activity and five microfinance banks have been 

started under State Bank of Pakistan (SBP) ordinance. Microfinance services lead to women's 

empowerment by positively influencing women’s decision-making power at the household 

level and their overall socioeconomic status. By the end of 2000, microfinance services had 

reached over 79 million of the poorest in the world. As such, microfinance has the potential to 

make a significant contribution to gender equality and promote sustainable livelihoods and 

better working conditions for women. (ILO Geneva) It has been well documented that an 

increase in women's resources or a better approach to credit facilities results in increased 

wellbeing for the family, especially children. Presently, in most developing countries like India, 

higher emphasis is being laid on the development of women as entrepreneurs and their active 

participation in the development process of their country. Women can be successful and better 

entrepreneurs if given the much-needed conducive environment and provided with enough 

resources, and most importantly, the required amount of capital. The studies of rural women 

have proved their business excellence. They have been found to be better at credit utilization 

than men, but because of a lack of access to assets, they are often more vulnerable to poverty 

than men. There are many successful women's organizations working for the overall upliftment 

of rural women, like Shri Mahila Griha Udyog Lijjat Papad (1959), the Self Employed Women 

Association (SEWA) established in 1972, the Working Women’s Forum (WWF) established 

in 1978, Rashtriya Mahila Kosh (RMK), a government. Organization for women established 

in 1993, Mann Deshi Mahila Sahakari Bank Ltd. (MDMSB) established in 1997, etc. 

 

Though there can be no magic bullet, which can bring about radical structural transformation 

that the empowerment of women needs, the success of micro financing organizations in 

building up the organizational capacity of the poor women provides the basis for their social 

mobilization that many other class interventions have not been able to achieve (Kabeer 2005).2 

 

Microfinance programs for women in slum areas aim to provide financial services and support 

to women living in poverty, with the goal of empowering them to improve their economic and 

social conditions. Here are some examples of microfinance programs for women in slum areas: 

 BRAC's Microfinance Program: BRAC's: Microfinance Program is a pioneering 

initiative that provides financial services to over 9 million women in Bangladesh, 

                                                      
2 Id at page 4 
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including those living in slums. Established in 1972, the program was designed to 

address the specific needs of women living in poverty, with the goal of empowering 

them to improve their economic and social conditions. The program offers a range of 

financial products and services, including microloans, savings accounts, and insurance 

products, tailored to the needs of women entrepreneurs and small business owners. 

BRAC's Microfinance Program is unique in its focus on community-based lending, 

where groups of women come together to borrow and repay loans, fostering a sense of 

solidarity and collective responsibility. This approach has been highly successful, with 

repayment rates exceeding 98% and loan defaults below 1%. Additionally, the program 

provides training and capacity-building activities to help women develop business skills 

and management techniques, enabling them to expand their businesses and increase 

their income. By providing access to finance and support, BRAC's Microfinance 

Program has helped millions of women in Bangladesh break the cycle of poverty and 

improve their lives. 

 Graeme Bank's Microcredit Program: Graeme Bank's Microcredit Program is a 

renowned microfinance initiative that has been empowering millions of women in rural 

and urban areas, including slum dwellers, since its inception in 1983. The program was 

founded by Nobel laureate Muhammad Yuns, who recognized the potential of 

microfinance to alleviate poverty and promote economic development. Graeme Bank's 

microcredit program is based on a unique model that provides small loans to women, 

typically between $50 and $250, which are then used to fund small-scale 

entrepreneurial ventures or daily necessities. The program is characterized by its peer-

to-peer lending approach, where borrowers form groups of five women, known as 

"solidarity groups," which provide mutual support and accountability. Each borrower 

must attend weekly group meetings to collect their loan instalments and receive 

financial education and training. The program also offers other financial services, such 

as savings accounts and insurance products. To date, Graeme Bank has disbursed over 

$20 billion in microloans to over 9 million women, with a repayment rate of over 98%. 

The program has had a significant impact on reducing poverty and improving the lives 

of millions of women worldwide, and has been recognized as a model for sustainable 

development and social entrepreneurship.3 
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 Women's World Banking's (WWB) Microfinance Program: Women's World 

Banking (WWB) is a global non-profit organization that provides financial services and 

support to low-income women worldwide. Their microfinance program aims to 

empower women to become financially stable and independent by providing access to 

small loans, savings accounts, and other financial products. WWB's program is 

designed specifically for women living in poverty, including those in slum areas, and 

focuses on providing affordable and flexible financial services that cater to their unique 

needs. The program offers loans for small businesses, such as starting or expanding a 

business, purchasing inventory, or covering emergency expenses. WWB also provides 

training and capacity-building programs to help women develop business skills and 

build financial literacy. Additionally, the organization offers savings accounts and 

insurance products to help women save for the future and protect themselves against 

unexpected expenses. With a presence in over 20 countries, WWB has reached over 1 

million women with their microfinance program, providing them with the tools they 

need to break the cycle of poverty and build a better future for themselves and their 

families.4 

 Kiva's Microfinance Program: Kiva's Microfinance Program is a ground-breaking 

initiative that connects lenders with borrowers in developing countries, providing 

access to financial services and opportunities for economic empowerment. Launched 

in 2005, Kiva's mission is to "connect people through microloans to alleviate poverty." 

The program operates by crowdfunding loans to small-scale entrepreneurs, with a focus 

on women and marginalized communities. Borrowers are typically small business 

owners, farmers, or artisans who lack access to traditional banking services. Kiva 

partners with local microfinance institutions and field partners to identify and vet 

borrowers, ensuring that loans are disbursed and repaid with minimal interest rates. 

Lenders can browse profiles of borrowers, choose whom they want to support, and lend 

as little as $25. Kiva's platform has enabled over $1.5 billion in lending to date, with a 

repayment rate of over 98%. The program has also created a sense of community among 

lenders, who can track the progress of their loans and receive updates from borrowers. 

By empowering individuals with access to credit and financial services, Kiva's 

Microfinance Program has made a significant impact on reducing poverty and 

improving economic opportunities for millions of people worldwide. 

                                                      
4 A GLOBAL NON-PROFIT Empowering Women Through Financial Inclusion: Women's World Banking 

https://www.womensworldbanking.org/  on 2 july 2024  
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 Microfinance Institutions (MFIs): Microfinance Institutions (MFIs) are financial 

institutions that provide financial services to low-income individuals and communities, 

often in underserved areas. These institutions offer a range of products and services, 

including small loans, savings accounts, credit, and insurance, specifically designed to 

meet the unique needs of marginalized populations. MFIs typically operate in 

developing countries, urban slums, and rural areas where traditional banking systems 

have limited reach. They cater to clients who lack access to formal financial services 

due to factors such as poverty, limited financial literacy, or lack of collateral. MFIs aim 

to promote financial inclusion by providing affordable and accessible financial services, 

thereby empowering clients to improve their economic stability, build assets, and 

reduce their dependence on informal sources of credit.5 

 

Some notable characteristics of MFIs include: 

i. Targeted services: MFIs design products and services specifically for low-income 

individuals and communities. 

ii. Small loan sizes: Loans are typically smaller in size, ranging from a few hundred to a 

few thousand dollars. 

iii. Flexible repayment terms: Repayment schedules are often flexible, allowing clients 

to manage their payments according to their income cycles. 

iv. Minimal collateral requirements: MFIs often do not require collateral, making it 

easier for clients to access credit. 

v. Group lending: Many MFIs operate on a group lending model, where multiple 

borrowers share responsibility for a single loan. 

vi. Field-based operations: MFIs often have a decentralized structure, with staff based in 

local communities to provide personalized service. 

vii. Monitoring and evaluation: MFIs regularly monitor client outcomes and track 

repayment rates to ensure the sustainability of their operations. 

 Slum-based Organizations: Slum-based organizations are community-led 

initiatives that provide microfinance services specifically designed for slum 

dwellers. These organizations are often led by local residents who understand the 

unique challenges and needs of their community. They work closely with local 

government agencies, NGOs, and international organizations to provide financial 

                                                      
5 https://www.ada-microfinance.org/en/about-ada/definition-microfinance-institution-mfi 
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services, such as microloans, savings accounts, and insurance products. Slum-based 

organizations also offer training and capacity-building programs to help slum 

dwellers develop skills and build resilience. For example, the Slum Dwellers 

International (SDI) is a global network of community-led organizations that 

provides financial services and training to slum dwellers in over 20 countries. 

Another example is the Shack Dwellers International (SDI), which provides 

financial support and training to informal settlement residents in Africa and Asia. 

These organizations play a crucial role in empowering slum dwellers by providing 

them with access to financial services and resources that are tailored to their unique 

needs and circumstances.6 

 

BENEFITS OF MICROFINANCE PROGRAMS IN SLUM AREAS 

1. Financial Inclusion: Provide access to financial services, such as savings accounts, 

loans, and credit. Financial inclusion is a critical component of any microfinance 

program for women in slum areas. By providing access to financial services, such as 

savings accounts, loans, and credit, these programs empower women to take control of 

their financial lives and make informed decisions about their economic futures. For 

example, a savings account allows women to store their earnings safely and securely, 

making it easier to manage their finances and plan for the future. Loans and credit 

provide women with the capital they need to start or expand small businesses, invest in 

their education or health, or address unexpected expenses. By having access to these 

financial services, women can break the cycle of poverty and build a more stable and 

secure financial foundation for themselves and their families. Moreover, financial 

inclusion also enables women to participate more fully in the economy, contributing to 

economic growth and development in their communities. Additionally, financial 

inclusion can also help women to overcome social and cultural barriers that may prevent 

them from accessing financial services in the past. 

2. Entrepreneurial Support: Offer training and resources to help women start or expand 

small businesses. Entrepreneurial Support is a crucial component of microfinance 

programs for women in slum areas, as it provides the necessary training and resources 

to help them start or expand small businesses. This support can take many forms, such 

                                                      
6 SPARC - Society For The Promotion Of Area Resource Centers 

https://www.sparcindia.org/#:~:text=The%20National%20Slum%20Dwellers%20Federation,and%20informal%

20settlements%20across%20India. 
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as training sessions on business planning, financial management, and marketing, as well 

as access to mentorship and coaching from experienced entrepreneurs. Additionally, 

entrepreneurial support can also include provision of necessary equipment, materials, 

and supplies to help women establish and grow their businesses. For example, a 

microfinance program might provide sewing machines to women who want to start a 

sewing business, or offer training on how to bake and package food products for sale. 

By providing entrepreneurial support, microfinance programs can help women in slum 

areas build sustainable livelihoods and increase their income, allowing them to improve 

their economic stability and break the cycle of poverty. 

3. Economic Empowerment: Enable women to generate income, improve their 

economic stability, and increase their decision-making power within their households. 

Economic empowerment is a crucial aspect of microfinance programs for women in 

slum areas, as it enables them to generate income, improve their economic stability, and 

increase their decision-making power within their households. By providing access to 

financial services and training, women can start or expand small businesses, such as 

vending, tailoring, or food stalls, which can generate a steady income and improve their 

economic stability. This, in turn, can lead to increased confidence and self-esteem, as 

well as a greater sense of control over their lives. With economic empowerment, women 

are better equipped to make decisions about their own lives, including decisions about 

their children's education, healthcare, and nutrition. Moreover, they are more likely to 

invest in their families' well-being and future, breaking the cycle of poverty and creating 

a more stable and prosperous household. For example, a woman who starts a small 

business may be able to send her children to school instead of forcing them to work on 

the streets or in sweatshops. She may also be able to invest in healthcare and nutrition 

for her family, reducing the risk of illness and improving overall health outcomes. 

Ultimately, economic empowerment is a key factor in promoting gender equality and 

reducing poverty, as it gives women the power to make decisions that benefit 

themselves and their families. 

4. Social Empowerment: Help women build confidence, self-esteem, and social 

connections within their communities. Social empowerment is a crucial aspect of 

microfinance programs for women in slum areas. By providing women with access to 

financial services, training, and support, these programs can help them build 

confidence, self-esteem, and social connections within their communities. For example, 

a woman who has never had access to credit before may feel empowered to take control 
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of her finances and make decisions about her own economic future. As she becomes 

more financially stable, she may also become more confident in her ability to negotiate 

with vendors, assert her rights as a consumer, and advocate for herself in her 

community. Additionally, microfinance programs can provide opportunities for women 

to connect with other women in similar situations, forming support networks and 

friendships that can help them overcome the challenges they face. These social 

connections can also provide a sense of belonging and identity, which is essential for 

building self-esteem and resilience. Furthermore, as women become more confident 

and empowered, they may also become more likely to participate in community 

decision-making processes, advocate for their rights as citizens, and challenge gender-

based discrimination. By addressing the social dimensions of poverty and 

empowerment, microfinance programs can have a profound impact on the lives of 

women in slum areas, helping them to break free from cycles of poverty and build 

brighter futures for themselves and their families. 

5. Sustainability: Encourage long-term sustainability by providing ongoing support and 

monitoring. One of the most crucial aspects of microfinance programs for women in 

slum areas is sustainability. To ensure long-term success, it is essential to provide 

ongoing support and monitoring to the beneficiaries. This can be achieved through 

various means, such as: 

 Regular check-ins: Conduct regular visits to the community to monitor the 

progress of the women and their businesses, providing guidance and support as 

needed. 

 Training and capacity building: Offer ongoing training sessions to help women 

develop new skills and improve their business management abilities. 

 Mentorship programs: Pair women with experienced mentors who can offer 

guidance, support, and encouragement. 

 Access to resources: Provide access to additional resources, such as training 

materials, market information, and networking opportunities. 

 Flexibility and adaptability: Be prepared to adjust the program as needed to 

respond to changing circumstances and challenges. 

By providing ongoing support and monitoring, microfinance programs can help ensure 

that the benefits of financial inclusion are sustained over time. This not only benefits 

the individual women but also has a ripple effect on their families and communities, 

leading to long-term positive impacts on poverty reduction, economic growth, and 
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social empowerment. 

 

IMPLEMENTATION OF MIRCOFINANCE IN SLUM AREAS: 

EEFECTIVE OR DEFECTIVE? 

1. Partnerships: Collaborate with local organizations, NGOs, and governments to 

understand the specific needs of the community. Partnerships play a crucial role in the 

success of microfinance programs for women in slum areas. To effectively understand 

the specific needs of the community, it is essential to collaborate with local 

organizations, NGOs, and governments. For instance, partnering with local NGOs that 

have a deep understanding of the community's culture, language, and customs can help 

to identify the most pressing issues and develop tailored solutions. Government 

agencies, such as the local municipality or department of social welfare, can provide 

valuable insights into existing programs and resources available to the community. 

Additionally, collaborating with local businesses and entrepreneurs can help to identify 

market demand and potential revenue streams for the women entrepreneurs. By 

working together, these partners can leverage their collective expertise and resources to 

design and implement a microfinance program that is responsive to the specific needs 

of the community. This partnership approach can also help to build trust among 

community members, increase program adoption rates, and ensure the long-term 

sustainability of the initiative. For example, a local NGO might provide training on 

business planning and financial literacy, while a government agency might offer 

subsidies for equipment or rent for a small business. 

2. Community Engagement: Engage with the community through outreach programs, 

training sessions, and regular communication. Community engagement is a crucial 

aspect of microfinance programs for women in slum areas, as it allows for a deeper 

understanding of the community's needs and concerns. To achieve this, microfinance 

institutions can engage with the community through various methods. For instance, 

outreach programs can be conducted to identify the most vulnerable and marginalized 

women in the slum, and to educate them about the benefits of microfinance. Regular 

training sessions can be held to teach financial literacy skills, entrepreneurship, and 

business management, empowering women to make informed decisions about their 

financial lives. Additionally, regular communication with the community is essential, 

whether through weekly or monthly meetings, phone calls, or mobile messaging apps. 
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This ensures that women feel heard and supported throughout their journey, and that 

any challenges or concerns are addressed promptly. Moreover, community engagement 

can also involve establishing partnerships with local organizations, community leaders, 

and other stakeholders to leverage their expertise and resources. By doing so, 

microfinance institutions can build trust with the community, increase participation 

rates, and ultimately achieve greater impact. By engaging with the community in a 

meaningful way, microfinance programs can truly empower women in slum areas to 

break the cycle of poverty and improve their overall well-being. 

3. Targeted Services: Offer targeted services that cater specifically to the needs of 

women in slum areas. To effectively support women in slum areas, targeted services 

should be designed to address their unique challenges and needs. For instance, 

microfinance programs can offer flexible repayment terms that accommodate irregular 

income patterns, allowing women to manage their financial responsibilities despite the 

unpredictability of their income. Additionally, programs can provide training and 

resources on financial literacy, entrepreneurship, and business skills to help women 

develop sustainable livelihoods. Women in slum areas often face limited access to 

healthcare and education, so services can be tailored to address these needs by providing 

access to health services, such as reproductive health care and vaccinations, as well as 

educational programs that focus on literacy, numeracy, and vocational skills. 

Furthermore, programs can also offer counselling and support services to address the 

emotional and psychological trauma that many women in slum areas experience due to 

poverty, violence, and marginalization. By providing targeted services that cater to 

these specific needs, microfinance programs can empower women in slum areas to 

break the cycle of poverty and build a better future for themselves and their families? 

4. Sustainability Focus: Prioritize long-term sustainability by providing ongoing support 

and monitoring. Sustainability is a crucial aspect of any microfinance program, 

especially when targeting women in slum areas. To ensure the long-term success of 

such initiatives, it is essential to prioritize sustainability by providing ongoing support 

and monitoring. This can be achieved through several strategies. For instance, programs 

can offer ongoing training and capacity-building opportunities to help women improve 

their business management skills, financial literacy, and entrepreneurship capabilities. 

Additionally, regular check-ins and monitoring visits can help identify any challenges 

or obstacles that may arise, allowing program staff to provide targeted support and 

guidance. Furthermore, programs can establish a strong focus on savings and savings 
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mobilization, enabling women to build financial resilience and independence. By 

prioritizing sustainability, microfinance programs can help women in slum areas build 

stable and sustainable livelihoods, ultimately breaking the cycle of poverty and 

improving their overall well-being. 

5. Inclusive Lending: Offer flexible lending terms that accommodate the unique 

circumstances of slum dwellers. When it comes to microfinance programs for women 

in slum areas, offering flexible lending terms is crucial to ensure that these programs 

are truly inclusive and effective. Slum dwellers often face unique challenges, such as 

limited access to credit history, irregular income, and limited social connections. 

Traditional lending practices can exacerbate these challenges, making it difficult for 

them to access financial services. Inclusive lending addresses these issues by providing 

flexible loan terms that take into account the specific circumstances of slum dwellers.  

 

For instance, this might include: 

 Longer loan repayment periods to accommodate irregular income streams 

 Lower interest rates to reduce the burden of debt 

 Flexibility in loan amounts and repayment schedules to accommodate varying 

business needs 

 Group lending models, where a group of borrowers guarantees each other's 

loans 

 Cash-based or mobile-based payment systems to reduce transaction costs 

 Integration with existing social networks and community structures to leverage 

trust and social capital 

By implementing effective microfinance programs for women in slum areas, we can 

empower them to break the cycle of poverty and improve their overall well-being. 
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