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Abstract:

This study looks at how microfinance institutions (MFIs) help rural women develop sustainable
enterprise in Tamil Nadu, India. Rural women still have a difficult time getting access to markets,
training, and funding, which limits their ability to start their own businesses even with the remarkable
advancements in economic inclusion. The study examines the effects of social networking, market
access, capacity building, and financial access on the growth of women entrepreneurs through a cross-
sectional survey of 211 female entrepreneurs who have used MFI services. Using descriptive statistics,
correlation, and regression analysis with SPSS, the results show that capacity building is the only
variable that significantly correlates with and predicts the development of entrepreneurship out of all
those examined. This underscores the crucial role of training, mentorship, and skills enhancement in
enabling sustainable business growth. The study provides valuable insights for policymakers, MFlIs, and
development agencies aiming to empower rural women through integrated and holistic microfinance
strategies.

1. INTRODUCTION OF THE STUDY

In many developing countries, rural women face significant barriers to economic empowerment

due to limited access to financial resources, education, and market opportunities. Entrepreneurship has
emerged as a powerful tool for women to overcome poverty and improve their socio-economic
conditions. However, without adequate support systems, especially in rural areas, the potential of
women entrepreneurs remains largely untapped. Microfinance institutions (MFIs) have been
instrumental in bridging this gap by providing financial services, capacity-building programs, and access
to resources tailored to the needs of marginalized populations.
This study explores the crucial role that microfinance institutions play in fostering the sustainable
development of rural women entrepreneurs. It investigates how access to finance, capacity building,
social support, and market access influence the growth and resilience of women-led enterprises. In
particular, the study focuses on understanding how these factors contribute to the broader goal of
women's entrepreneurship development, especially in rural communities where formal financial and
support services are often scarce.

The study is guided by key variables, including Access to Finance, Capacity Building, Market
Access, and Social Support, with Women Entrepreneurship Development as the primary outcome. By
analyzing these dimensions, the research aims to provide evidence on how microfinance services can not
only promote business growth but also lead to social and economic empowerment for rural women.
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In doing so, this research contributes to the ongoing dialogue on gender equality, rural development, and
sustainable livelihoods.

2. STATEMENT OF THE PROBLEM

Despite notable economic growth in many regions, rural women in India continue to face
substantial barriers in accessing financial resources, markets, and business development support.
Traditional banking institutions often require collateral, credit history, or formal employment all of
which exclude a large portion of rural women aspiring to become entrepreneurs. As a result, these
women remain economically dependent, underutilized, and vulnerable to poverty.

Microfinance institutions (MFIs) were introduced to bridge this gap by offering small loans and

support services without the stringent requirements of formal banks. While MFIs have been recognized
for empowering women economically and socially, questions still remain regarding the effectiveness
and sustainability of their impact particularly in developing long-term entrepreneurship among rural
women.
There is limited empirical evidence on how microfinance services such as access to credit, capacity-
building training, social support systems, and market linkages translate into sustainable entrepreneurial
outcomes for rural women. Additionally, the role of non-financial support (like mentoring or capacity
building) is often overlooked in favor of measuring loan disbursement alone.

Therefore, it becomes essential to explore: To what extent are MFIs contributing not just to
short-term income generation, but to the long-term, sustainable development of rural women
entrepreneurs? Are these institutions effectively enabling women to grow, manage, and sustain
successful businesses? What specific factors such as access to finance, capacity building, social
networks, and market access influence the entrepreneurial success of rural women?

This study seeks to address these critical questions and fill the existing gap by analyzing the role
of MFIs in empowering rural women through sustainable entrepreneurship.

SIGNIFICANCE OF THE STUDY

This study holds significant value in understanding the true impact of microfinance institutions
(MFIs) on the sustainable development of rural women entrepreneurs, a critical area in both economic
development and gender empowerment. The study adds to the growing body of research on
microfinance by moving beyond simple loan access and focusing on broader development outcomes
such as capacity building, market access, and entrepreneurial sustainability. It provides insights into
which specific support mechanisms are most effective in promoting long-term success for women
entrepreneurs in rural areas. The findings offer evidence-based recommendations for policymakers and
government bodies involved in financial inclusion and rural development.

3. LITERATURE REVIEW

Adebisi & Costanzo (2023) highlights the transformative role of microfinance in promoting women
entrepreneurship in developing countries. It emphasizes how financial access boosts income generation
and independence. The authors note challenges such as loan repayment burdens and lack of business
training. They recommend integrating finance with capacity building. The study uses both qualitative
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and quantitative methods to support its claims. Kivalya & Caballero-Montes (2023) conducted a
systematic review, this research identifies key empowerment dimensions impacted by microfinance,
such as decision-making and self-efficacy. It also points out gaps in addressing long-term sustainability
and social capital. The study recommends more research on cultural contexts and gender norms. It
underscores the importance of holistic microfinance approaches. Data synthesis spans multiple global
regions. Abebe & Kegne (2023) examines the contribution of MFIs to women's entrepreneurship
development in Ethiopia. It finds that loan accessibility, training, and mentorship significantly influence
business performance. However, challenges remain with bureaucracy and limited outreach. The authors
argue for policy reforms to make MFIs more inclusive. It highlights success stories to illustrate potential
impact. Rashid & Ratten (2020) focuses on SAARC countries and explores women’s entrepreneurship
challenges in emerging markets. It shows that while microfinance access has improved, structural and
social barriers persist. The study proposes a regional framework for inclusive microfinance. Gender-
based financial education is emphasized. It synthesizes literature from multiple case studies. Gafni,
Marom & Sade (2020) analyzes female access to finance and its implications for entrepreneurship. It
notes that women face higher collateral demands and institutional bias. Digital financial services are
proposed as a solution. The authors also discuss behavioral factors affecting borrowing. Policy-level
interventions are called for to reduce gender disparities. Tarig, Bhat & Sangmi (2020) studied SHGs in
Jammu & Kashmir, the paper illustrates how microfinance improves women’s self-reliance and income.
It reports enhanced confidence and community participation among women borrowers. However, it also
notes issues of low financial literacy and loan misuse. Recommendations include ongoing training and
SHG monitoring. A study conducted by Fabian & Okpanaki (2022) evaluates microfinance banks' role
in improving women's economic status. It finds significant improvement in savings behavior and small
enterprise performance. Yet, access gaps remain in rural regions. The study suggests tailored products
for women and more gender-sensitive policies. It uses structured interviews and statistical tools. Bhatt &
Bhatt (2016) focused on SEWA Bank, this case study shows how women-centric microfinance
institutions can bring informal workers into the mainstream economy. Financial products were tailored
to women's earning cycles. The study praises SEWA's integration of banking with social empowerment.
It offers a model for community-based microfinance. Mahajan (2005) critiques traditional microcredit
and proposes a broader livelihood finance model. It argues that credit alone is insufficient without
savings, insurance, and market linkage. Though dated, it provides conceptual grounding for integrated
microfinance strategies. Women are seen as key to household economic upliftment. Keating, Rasmussen
& Rishi (2015) examined empowerment narrative around microfinance, suggesting that it may reinforce
exploitation under neoliberal policies. It examines how women may bear the burden of capital
accumulation. The authors call for feminist economic frameworks in program evaluation. It's
theoretically rich and critical in tone. Surowiecki (2008) critiques the romanticization of microloans. It
argues that while microfinance helps with survival, it often fails to enable scalable business growth. Real
economic development requires infrastructure, education, and macro-level investment. The article has
influenced public and academic debates. Chen & Snodgrass (1999) had done impact assessment of
SEWA Bank’s baseline operations in India. It finds positive effects on savings and household stability
but limited evidence on long-term business growth. Calls are made for better tracking of women’s
economic trajectories. It highlights challenges of informal sector dynamics. Rembulan, Rahmawati &
Indudewi (2016) studied compares work-family conflict between women entrepreneurs and employees.
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While not microfinance-specific, it gives context on time and emotional burdens women face. It
indirectly supports the case for flexible microfinance schedules and support systems. Yusuff &
Bolarinwa (2016) studied the evidence from Nigeria shows a strong link between microfinance and
improved socio-economic status for women. It highlights gains in decision-making, education access,
and asset ownership. The study recommends expanding rural outreach and incorporating financial
literacy. Datta and Sahu (2022) conducted research in West Bengal, finding that microfinance
institutions (MFIs) significantly contribute to the economic, social, and psychological empowerment of
rural women. The study revealed positive effects on women's living standards and empowerment levels.
Similarly, a 2024 study in Uttar Pradesh highlighted how microfinance initiatives help enhance
entrepreneurial activities and socio-economic outcomes for rural women. These studies emphasize the
multifaceted impact of microfinance in empowering women. In a study conducted in Nellore District,
Andhra Pradesh, it was found that microfinance programs linked with Self-Help Groups (SHGs) led to
improvements in employment, financial control, and skill enhancement for women. Similarly, research
in suburban Mumbai demonstrated that microfinance programs contribute to women's increased
financial independence and social status, despite challenges such as high-interest rates and limited
financial literacy. These studies underscore the role of microfinance in supporting business growth
among rural women entrepreneurs.

4. CONCEPTUAL FRAMEWORK
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5. OBJECTIVES OF THE STUDY
The study has the following objectives

» To study the role of micro finance institutions on facilitating finance to access for rural women

entrepreneurs

« To study the role of micro finance institutions on facilitating market to access for rural women
entrepreneurs

» To study the role of micro finance institutions on facilitating capacity building of rural women
entrepreneurs

» To study the mediator role of social networks between support of micro finance institutions and
sustainable development of rural women entrepreneurs
* To study the level of entrepreneurship development of rural women’s

Research Methodology

This research has adapted descriptive research design. The study is cross sectional. The
population of the study refers to the total group of individuals from which relevant data is collected to
understand and analyze the research problem. Hrere the population is women entrepreneurs who have
availed services from Microfinance Institutions (MFIs) such as microloans, savings, training, or business
support in Tamilnadu. A total of 211 respondents were selected for the study using Cochran sample size
formaula for unknown population keeping 7% error.Purposive Sampling method is administered since
the study targets a particular group rural women entrepreneurs who are beneficiaries of Microfinance
Institutions (MFIs). These women are selected intentionally based on specific criteria relevant to the
objectives of the study. The primary instrument used for data collection in this study is a structured
questionnaire. The variables covered in the instrument: Demographic Information, Women’s
Entrepreneurship Social Networking, Access to Finance, Capacity Building, Market Access and Women
Entrepreneurship Development. The questionnaire consists primarily of closed-ended questions. Most
questions use a 5-point Likert scale. Content validity was ensured by aligning the questionnaire with
existing literature and expert feedback. Reliability was tested using Cronbach’s Alpha to confirm
internal consistency of the Likert-scale items and found more than 0.8 for tall the variables under study.
The questionnaires were distributed directly to the respondents. In cases where respondents had low
literacy levels, assistance was provided through interviewer-administered surveys using local language
explanations to ensure clarity. To evaluate the role of microfinance institutions in supporting rural
women entrepreneurs, a variety of statistical tools were employed using IBM SPSS software. These
tools helped analyze the responses, test relationships among variables, and interpret the effectiveness of
microfinance services.

IJSAT25025470 Volume 16, Issue 2, April-June 2025 5



https://www.ijsat.org/

International Journal on Science and Technology (IJSAT)

E-ISSN: 2229-7677 e Website: www.ijsat.org e Email: editor@ijsat.org

U=o

Results and Discussion
Table 1

Respondents Profile

S. No Group Frequency Percent
1 Age 18-27 years 49 23.2
28-37 years 115 54.5
38-47 years 47 22.3
2 Marital Status | Single 49 23.2
Married 162 76.8
3 Education Secondary 60 28.43
school
Diploma /1116 54.97
Bachelor’s
degree
Master’s 35 16.58
degree or
higher
4 Annual %150,001 — | 56 26.5
Income %3,00,000
Above 155 73.5
%3,00,001
5 Capital %31,00,000 -|44 20.9
Employed %5,00,000
%5,00,001 - 128 60.7
%10,00,000
%10,00,001 -39 18.5
%15,00,000
6 Employees Below 99 172 81.5
Employed
100 — 199 39 18.5
IJSAT25025470 Volume 16, Issue 2, April-June 2025
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Majority (54.5%) are between 28-37 years, indicating a young adult population. It Suggests most
women entrepreneurs are in early/mid-career stages. 76.8 % are married, indicating family
responsibilities likely coexist with entrepreneurial pursuits. Diverse educational background is observed.
73.5% earn above %3,00,001, showing a moderate to high-income bracket. 60.7% invested X5-10 lakhs,
showing moderate initial capital access. 81.5% employ less than 99 people, suggesting small to medium-
scale enterprises.

MPFIs contributions to women entrepreneurship development:

Table 2
SOCIAL NETWORKING

S.NO Mean Std.

Items Deviati
on

1 Which social networking platform do you use | 1.47 1.139
most for business connections?

2 How often do you engage with other women | 2.28 .813
entrepreneurs in your community through social
networks?

3 Do vyou collaborate with other women | 2.08 .689
entrepreneurs in your area?

4 What is the biggest benefit you get from social | 1.99 .756
networking?

5 Has your social network helped you to | 2.01 .676
overcome business challenges?

6 How often do you seek business advice from | 1.99 .693
your social network?

7 How does social networking contribute to the | 1.60 1.311
sustainable  growth ~ of  rural  women
entrepreneurs?

The data shows that rural women entrepreneurs moderately use social networking for business.
They most often engage with other women in their community (mean = 2.28), while collaboration and
seeking advice also score moderately. The use of specific platforms varies widely (mean = 1.47, std.
dev. = 1.139), and opinions on how networking supports sustainable growth differ the most (std. dev. =

1.311). Overall, networking helps, but perceptions on its long-term impact vary.
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ACCESS TO FINANCE
S.NO Mean Std.
Item Devi
ation
1 How easy is it to obtain financial assistance from | 2.00 743

microfinance institutions for your business?

2 Have microfinance institutions provided flexible | 2.29 1.064
loan repayment options to support your business
growth?

3 What challenges have you faced in accessing | 2.35 1.155
finance from microfinance institutions?

4 Do you believe that microfinance institutions | 2.00 704
provide sufficient financial support for women
entrepreneurs?

5 The loan application process at microfinance | 3.43 1.073
institutions is too lengthy and complicated.

6 I receive clear and timely communication from | 3.43 1.041
microfinance institutions regarding my loan or
training.

7 | often face delays due to paperwork or | 3.37 1.031

procedural requirements when dealing with
microfinance institutions.

The data suggests that rural women entrepreneurs face mixed experiences with microfinance institutions.
While they moderately agree that accessing finance is somewhat easy (mean = 2.00) and that support is
sufficient (mean = 2.00), they report significant challenges in the process. High means for statements on
lengthy procedures (3.43), communication delays (3.43), and paperwork issues (3.37) highlight key
barriers. Overall, while microfinance offers some support, procedural hurdles remain a major concern.
Table 4

CAPACITY BUILDING

S.NO Mean Std.
Items Devi
ation
1 MFIs have provided adequate training that helps | 3.44 1.046
me manage my business effectively.
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https://www.ijsat.org/

International Journal on Science and Technology (IJSAT)

E-ISSN: 2229-7677 e Website: www.ijsat.org e Email: editor@ijsat.org

U=o

2 The capacity-building programs offered by MFIs | 3.55 1.100
have improved the performance of my business.

3 Training sessions provided by MFIs have | 3.26 1.025
increased my confidence in handling business
finances.

4 Skill development support from MFIs has | 3.45 977
enhanced the quality of my products or services.

5 I frequently apply the skills and knowledge | 3.39 1.014
gained from MFI training in my business
operations.

6 Mentorship and guidance offered by MFIs are | 3.47 1.057
important for improving my entrepreneurial skills.

7 What type of training did you receive from the | 3.41 1.501
MFI?

Interpretation:

The data indicates that women entrepreneurs generally view training and support from microfinance
institutions (MFIs) positively. High mean scores (all above 3.2) suggest that MFI programs contribute
meaningfully to business management, performance, and confidence. Notably, the highest mean (3.55)
reflects perceived improvement in business performance, while mentorship and skill development are
also seen as valuable. However, the wide variation in responses to the type of training received (std. dev.
= 1.501) points to differing experiences. Overall, MFI training and support appear beneficial for
entrepreneurial growth.

Table 5
MARKET ACCESS
S.NO Mean Std.
Items Deviat
ion
1 Microfinance institutions have helped me connect | 3.35 .956

with new customers.

2 MFIs provide platforms (e.g., exhibitions or fairs) to | 3.45 1.087
promote women-led businesses.
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3 MFI has helped me understand market needs and | 3.40 1.011
product demand.
4 My MFI has helped me improve how | promote and | 3.25 1.013

brand my products.

5 MFI assistance has enabled me to access new | 3.43 .980
geographical markets beyond my locality.

6 My sales have increased due to better marketing and | 3.50 1.048
exposure facilitated by MFlIs.

7 MFIs have encouraged me to adopt digital platforms | 3.44 1.014
to market or sell my products.

Valid N (listwise)

The data shows that microfinance institutions (MFIs) positively impact marketing and market access for
women entrepreneurs. Respondents agree that MFIs help increase sales (mean = 3.50), provide
promotional platforms (3.45), and encourage digital marketing (3.44). They also report better
understanding of market needs (3.40) and access to new geographical markets (3.43). Overall, the
responses suggest that MFI support plays a significant role in expanding visibility, improving marketing
strategies, and boosting business growth.

Table 6

Relationship among the variables social networking, access to finance, capacity building and
market access

Correlations
£lr -
E g |22 |, |8 £
=S |82 |¢35 |88 |8 3
8 @ g & S5 s 8 |E %
n 2 < i O m =< W L0
Pearson 1 .034 -.110 -.014 .022
Correlation
Social _
Networking | >9 & 623 | 111 | 845 | .750
tailed)
N 211 211 211 211 211
Access To | Pearson .034 1 -.042 -.027 .017
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Finance Correlation
Sig. (2- | .623 543 .696 811
tailed)
N 211 211 211 211 211
Pearson -.110 -.042 1 -.019 142"
Correlation
gzﬂ‘::y Sig. (2 | 111 | 543 788 | .040
g tailed)
N 211 211 211 211 211
Pearson -.014 -.027 -.019 1 -.017
Correlation
Market Sig. (2 | 845 | 696 | .788 812
Access .
tailed)
N 211 211 211 211 211
Pearson .022 .017 142" -.017 1
Women Correlation
Entrepreneu
rs Sig. (2- | .750 811 .040 812
Developme | tailed)
nts
N 211 211 211 211 211
*. Correlation is significant at the 0.05 level (2-tailed).

Significant correlation only between capacity building and women entrepreneurs’ development (r =
0.142, p < 0.05). Other relationships (social networking, access to finance, market access) show weak or
no correlation with development. Indicates that training and skills development have a more measurable
effect than other MFI functions. Only Capacity Building shows a significant positive correlation with
Women Entrepreneurs Development (r = 0.142, p < 0.05), suggesting training and skills have a stronger
impact than other MFI services. Other factors like Social Networking, Access to Finance, and Market
Access show no significant correlation.
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Table 7
MFIs contribution to women entrepreneurship development

MFIs contribution to women entreprenurship development
Unstandardized Standardized | T Sig.
Model Coefficients Coefficients
B Std. Error | Beta
1 (Constant) 19.734 2.868 6.880 .000
social 041 .076 .037 537 592
networking
Access to | .021 .068 021 .306 .760
Finance
Capacity 130 .062 146 2.110 .036
Building
Market access -.013 .068 -.013 -.184 .854
a. Dependent Variable: Entrepreneurship Devlopment

The regression model analyzes the impact of various factors on women entrepreneurship development
supported by microfinance institutions (MFIs). The results show that capacity building is the only
significant predictor (B = 0.130, p = 0.036), indicating that training, mentorship, and skill development
play a meaningful role in enhancing entrepreneurship. Other factors social networking, access to finance,
and market access have positive or negative coefficients but are not statistically significant (p > 0.05),
suggesting they do not have a strong or consistent influence in this model. Overall, capacity-building
efforts by MFIs appear to be the most effective in driving entrepreneurial development among women.

6. Conclusion

This study emphasizes the complex and inequitable effects of microfinance organizations on the growth
of female entrepreneurs in rural areas. Although MFIs are frequently praised for expanding access to
capital, this study shows that the most important factor influencing sustainable entrepreneurship is
capacity building, not just financial access. The main factors influencing business performance,
confidence, and long-term entrepreneurial development were found to be training programs, mentoring,
and skill development. On the other hand, factors including social networking, market accessibility, and
financial access had weak or statistically negligible correlations with entrepreneurship outcomes,
suggesting that these areas—while significant—need to be further strengthened and incorporated into
MFI service offerings. Additionally, the study identifies operational obstacles in MFI systems, including
communication problems, procedural delays, and low financial literacy, that prevent rural women from
fully utilizing microfinance services. Social networking has a small impact on sustainable growth,
although it varies depending on the situation.

All things considered, the results highlight the necessity of a more comprehensive and development-
focused strategy to microfinance, one that prioritizes capacity building, specialized mentoring, and
market connection over just offering credit. To increase the actual impact of MFIs on women's
socioeconomic empowerment, policy initiatives must place a high priority on training and eliminate
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procedural obstacles. By doing so, MFIs can more effectively support the transition of rural women from
micro-borrowers to resilient entrepreneurs, contributing meaningfully to rural development and gender
equality.
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