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ABSTRACT

Poverty continues to be one of the most enduring development challenges in rural India, particularly in
environmentally fragile regions such as Bundelkhand. Despite several government interventions, the
Bundelkhand region of Uttar Pradesh experiences persistent poverty, water scarcity, migration, and
agrarian distress. Within this region, Jalaun district represents a critical case where poverty is structural,
multidimensional, and deeply embedded in the socio-economic fabric of society.

Globally, microcredit has emerged as an innovative instrument to enhance financial inclusion and support
poverty reduction, especially among rural women. By offering small, collateral-free loans, microcredit
seeks to empower the poor, reduce reliance on informal moneylenders, and stimulate livelihood
diversification. However, debates continue on whether microcredit truly reduces poverty or functions
merely as a coping mechanism.

This study adopts a descriptive approach to examine the role of microcredit in reducing poverty in Jalaun
district while highlighting the opportunities and structural challenges. Using household surveys (n = 150),
focus group discussions with SHG members, and secondary district-level data, the research finds that
microcredit has contributed to reducing dependence on informal moneylenders, promoting savings habits,
and strengthening women’s collective agency through Self-Help Groups (SHGs). Some households have
initiated small-scale enterprises, which supplement incomes and reduce vulnerability.

However, the effectiveness of microcredit is constrained by persistent droughts, fragmented landholdings,
distress migration, and limited market opportunities. Loan amounts remain small and are frequently used
for consumption or debt repayment rather than for sustainable enterprise creation. The study concludes
that microcredit in Jalaun is better understood as a supportive mechanism than a transformative
instrument of poverty eradication. It recommends integrating microcredit with broader livelihood
strategies, skill training, water management, and region-specific development initiatives.
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INTRODUCTION Multidimensional Poverty Index (2021),

approximately 25% of India’s rural population

Poverty in India has undergone a gradual decline experiences  multidimensional  poverty,  with

. . . . . indicators of poor nutrition, lack of education, and
since independence, yet its persistence in rural areas

. . limited access to basic services. Financial exclusion is
remains a challenge. According to NITI Aayog’s
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a critical dimension, as many rural households
historically lacked access to formal banking
institutions.

Microcredit, in the form of small collateral-
free loans provided through Self-Help Groups
(SHGs), (MFIs), or
cooperative banks, has emerged as a tool to address
this gap. The SHG-Bank Linkage Programme (SBLP),
launched by NABARD in 1992, has grown into one of
the world’s largest microfinance initiatives, with over

Microfinance Institutions

10 million groups by 2020. Microcredit is widely
believed to promote women’s empowerment,
enhance livelihood opportunities, and reduce
dependence on informal moneylenders.

Yet, empirical studies suggest mixed results.
While some evidence points to improvements in
income, education, and women’s participation,
other research highlights issues of over-
indebtedness, small loan sizes, and limited
entrepreneurial opportunities. The effectiveness of
microcredit often depends on the socio-economic

and ecological context of the region.

Jalaun district, situated in the Bundelkhand
region of Uttar Pradesh, presents a compelling case
for studying microcredit. Bundelkhand is known for
its chronic poverty, water scarcity, fragile
agriculture, and high levels of migration. In Jalaun
specifically, more than one-third of households fall
below the poverty line, and irrigation coverage
remains limited. Seasonal migration is a common
survival strategy, while gender disparities in literacy
and labor force participation are significant.

Given this context, microcredit has been
promoted as a pathway for rural families to manage
consumption needs, invest in small enterprises, and
reduce reliance on exploitative moneylenders.
However, the structural challenges of Jalaun—
environmental vulnerability, weak infrastructure,
and limited market linkages—raise questions about
the real effectiveness of microcredit in poverty
reduction.

Objectives

This study has three primary objectives:
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1. To describe the role of microcredit in reducing
poverty in Jalaun district.

2. To
microcredit and SHG participation.

identify opportunities generated by
3. To analyse the socio-economic challenges

limiting the effectiveness of microcredit in the
district.

LITERATURE REVIEW

Global Perspectives

The concept of microcredit gained global attention
through Muhammad Yunus and the Grameen Bank
experiment in Bangladesh during the 1970s. Yunus
argued that lack of access to credit was a major
barrier to poverty reduction. By providing small
loans without collateral, Grameen Bank enabled
women to invest in income-generating activities.
This model inspired worldwide replication and Yunus
was awarded the Nobel Peace Prize in 2006.

Proponents such as Morduch (2000)
highlight how microcredit improves financial access
and resilience. However, critics like Bateman and
Chang (2012) argue that microcredit often locks the
poor into low-return activities and does not create
sustainable development. Banerjee and Duflo
(2011), in Poor Economics, note that while
microcredit improves consumption smoothing, its
impact on income generation is limited.

Indian Experience

In India, microcredit grew rapidly through the SHG-
Bank Linkage Programme. NABARD reports show
that SHGs have mobilized millions of rural women
into saving and borrowing groups. Studies in Andhra
Pradesh and Tamil Nadu demonstrate positive
impacts on women’s empowerment, savings, and
small enterprise development.

Yet challenges remain. Guérin et al. (2015)
highlight problems of multiple borrowing and over-
indebtedness. Research in Bihar and Uttar Pradesh
shows that loan amounts are often used for
consumption rather than productive investments.
The Reserve Bank of India (2011) cautioned against
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aggressive lending practices of MFIs, which
sometimes led to debt stress.

Bundelkhand Context

Bundelkhand is among the most backward regions in
India. Despite government development packages, it
continues to face recurring droughts, high migration,
and rural indebtedness. Existing studies suggest that
microcredit in Bundelkhand provides some relief
from moneylenders but is constrained by structural
barriers such as water scarcity and lack of markets.
There is limited district-level research on Jalaun,
justifying the focus of this study.

SOCIO-ECONOMIC PROFILE OF
JALAUN DISTRICT

Jalaun is predominantly rural with a population of
about 1.7 million (Census 2011). Literacy stands at
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around 70%, but female literacy is only 59%.
Agriculture is the main livelihood, with wheat,
pulses, and oilseeds as major crops. However,
irrigation covers only 38% of farmland, making
agriculture highly dependent on erratic rainfall.

Poverty is widespread: around 34% of
households are below the poverty line. Malnutrition
and inadequate healthcare services are prevalent.
Migration is a major coping strategy, with nearly
40% of households reporting at least one migrant
member, mostly men engaged in construction and
daily wage work in urban centers.

Gender inequality compounds the problem.
Women’s workforce participation is low, and
patriarchal norms restrict their mobility. Before the
Jan Dhan Yojana, most rural women lacked

independent bank accounts.

Table 1: Socio-Economic Indicators of Jalaun (2021 estimates)

Indicator

Jalaun | UP Average

Literacy Rate

70.2% | 73.0%

Female Literacy

59.3% | 66.1%

Households Below Poverty Line

34% 22%

Irrigation Coverage

38% 78%

Households Reporting Migration

39%% 18%

MICROCREDIT IN JALAUN DISTRICT

Microcredit in Jalaun has evolved gradually over the
past two decades, shaped by national-level policies,
state initiatives, and the efforts of grassroots
organizations. Although the idea of providing small
collateral-free loans to the poor is not new, its
structured institutionalization in Jalaun began after
the expansion of the Self-Help Group (SHG)
movement and the SHG—Bank Linkage Programme

promoted by NABARD. In this section, we analyze
the three major channels through which microcredit
operates in Jalaun: Self-Help Groups, Bank Linkages,
and Microfinance Institutions (MFls).

Self-Help Groups (SHGs)

SHGs are the backbone of microfinance delivery in
Jalaun. Typically consisting of 10-20 women, these
groups collectively mobilize savings, maintain group
records, and access loans from banks after a track
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record of internal lending. In Jalaun, SHGs are
supported under the National Rural Livelihoods
Mission (NRLM), which aims to create strong
grassroots institutions of the poor.

e Scale and Outreach: As of 2023, Jalaun district
had approximately 15,000 SHGs linked with
banks under NRLM, covering nearly 1.6 lakh
rural women. These groups are particularly
active in blocks such as Konch, Madhogarh, and
Kalpi.

e Role in Poverty Reduction: SHGs provide the
first entry point into formal credit for poor
women who otherwise lack collateral or credit
history. The collective guarantee of members
substitutes for traditional collateral.

e Social Empowerment: Beyond credit, SHGs
serve as platforms for women’s collective
action. In focus group discussions, many women
reported greater mobility, confidence in
handling money, and participation in local
decision-making.

e Challenges Faced: Not all SHGs are equally
strong. Some face difficulties in maintaining
proper records, ensuring repayment discipline,
or mobilizing adequate savings. In drought-
prone villages, repayment becomes difficult
when  crops fail, undermining  group

sustainability.

SHG-Bank Linkages

The SHG-Bank
pioneered by NABARD in 1992, plays a central role in

Linkage Programme  (SBLP),
Jalaun’s microfinance ecosystem. Banks provide
credit to SHGs either as cash credit or term loans,
which SHGs then distribute among their members.
This model ensures that formal financial institutions
reach rural households in a cost-effective and
socially sustainable way.

e Institutional Players: The main banks active in
Jalaun include State Bank of India, Bank of
Baroda, Allahabad Bank, and regional rural
banks such as Aryavart Bank. Cooperative banks
and Primary Agricultural Credit Societies (PACS)
also play a role, though with limited outreach.

ISSN: 2349-1876 (Print) | ISSN: 2454-1826 (Online)

e Credit Flow: In 2022-23, the total credit
disbursed to SHGs in Jalaun amounted to
approximately X85 crore, marking a steady rise
from %60 crore in 2018-19. However, compared
to better-performing districts in UP, the per-
group credit availability in Jalaun remains below
average.

e Benefits of Linkage:

o Facilitates larger loan sizes as groups
mature.

o Encourages banks to recognize poor
households as credible borrowers.

o Provides SHGs with financial literacy, as
banks often conduct training sessions.

e Limitations: Banks are often reluctant to extend
larger loans due to fears of default. Many SHGs
in Jalaun still struggle to obtain second or third-

50,0001 lakh.

Bureaucratic delays, cumbersome paperwork,

cycle loans  beyond
and limited branch infrastructure in remote
villages exacerbate the problem.

Microfinance Institutions (MFls)

Unlike in southern states such as Andhra Pradesh
and Tamil Nadu, MFIs have a relatively weak
presence in Jalaun. There are a few regional and
national MFIs operating—such as SKS Microfinance
and Satin Creditcare—but their penetration is
limited.

1. Reasons for Limited Presence:

a. Weak Repayment Capacities: The high
incidence of crop failure and seasonal
migration creates uncertainty in

repayment. MFIs, which operate on

commercial models, perceive Jalaun as a

high-risk area.

b. Low Market Opportunities: The local
economy is primarily agrarian with limited
diversification. Non-farm enterprises are
small and face restricted demand, reducing
the profitability of microloans.

c. Competition with SHGs: Since NRLM-
supported SHGs already provide

microcredit, MFIs find it difficult to expand

without overlapping borrowers.
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2. Role Despite Limitations: MFIs in Jalaun
primarily serve households in peri-urban areas
such as Orai and Kalpi, where repayment
reliability is higher. Their loans are often used
for petty trade, small shops, or working capital
needs.

Complementary Role of Government Schemes

It is also important to note that microcredit delivery
in Jalaun is supplemented by government welfare
and livelihood programs. For example:

1. NRLM: Provides capacity-building, bookkeeping
training, and revolving funds for SHGs.
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Stand-Up India and Mudra Yojana: Encourage
bank loans for micro-entrepreneurs.
MGNREGA wages and PM-Kisan support: Serve
as indirect enablers, allowing households to
repay loans or invest in small assets.

Thus, microcredit in Jalaun does not function in

isolation but within a broader ecosystem of rural

development programs.

LOAN UTILIZATION PATTERNS

Survey results from 150 SHG households indicate

diverse loan use.

Table 2: Purpose of Loan Utilization in Jalaun (2024 Survey)

Purpose % of Households
Agriculture (inputs, livestock) 38%
Consumption (health, education, food) 27%
Small businesses (shops, tailoring, dairy) 21%
Debt repayment (moneylenders) 14%

FINDINGS AND DISCUSSION

Opportunities Created by Microcredit

1. Reduction in Dependence on Moneylenders:
Significant decline in reliance on moneylenders
among SHG members compared to non-
members.

2. Savings and Financial Inclusion: SHG
participation  encourages savings habits,
strengthening household resilience.

3. Women’s Empowerment: FGDs reveal
increased confidence, decision-making, and
mobility among women members.

4. Enterprise Development: A minority of
households used loans for small businesses such
as tailoring and goat rearing, creating
supplementary incomes.

Challenges Limiting Effectiveness

1.

Small Loan Sizes: Insufficient for large
investments; often diverted to consumption.
Agricultural Risk: Droughts undermine
investments in farming.

Rigid Repayment Schedules: Cause stress in
years of crop failure.

Migration: Absence of men reduces capacity to
manage enterprises.

Skill and Market Constraints: Lack of training
and limited demand for products.

COMPARATIVE INSIGHTS

Within  Bundelkhand: Similar constraints
observed in Banda and Chitrakoot.
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e Outside Bundelkhand: Andhra Pradesh shows
better results due to stronger irrigation and skill-
building programs.

e Lesson: Microcredit works best when supported
by enabling infrastructure and capacity-building.

CONCLUSION

Microcredit in Jalaun has partially succeeded in
reducing poverty. It helps households avoid
exploitative lenders, promotes savings, and
empowers women. However, structural challenges—
drought, migration, and weak markets—Ilimit its
transformative potential. Microcredit functions more
as a support mechanism than a definitive solution to

poverty eradication in Jalaun.

In  summary, the recommendations
underscore the importance of treating microcredit
not as a stand-alone poverty alleviation measure but
as part of a larger, integrated development strategy.
In Jalaun, the effectiveness of microcredit depends
on its ability to work in synergy with water security
initiatives, skill development programs, market
support, women’s empowerment campaigns,
government welfare schemes, and migration-
responsive approaches. If such linkages are created,
microcredit has the potential to shift from being a
short-term survival mechanism to a transformative
force for poverty reduction and social change in the

Bundelkhand region.

RECOMMENDATIONS

The results of the study make it clear that
microcredit in Jalaun has brought some positive
changes, particularly in reducing dependence on
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moneylenders and increasing women’s access to
small amounts of finance. However, its impact has
been limited due to deep-rooted structural barriers
such as water scarcity, small landholdings, limited
market opportunities, and high rates of migration. In
light of these findings, several recommendations can
be made to enhance the effectiveness of microcredit
as a tool for poverty alleviation in Jalaun and the
broader Bundelkhand region.

1. In a drought-prone district like Jalaun, where
agriculture is heavily dependent on uncertain
rainfall, water scarcity remains one of the
greatest constraints on livelihood security.
Microcredit on its own cannot address this
fundamental challenge unless it is linked with
water management and irrigation initiatives.
One way to do this is by integrating SHG credit
with watershed development projects, such as
the construction of small check dams, farm
ponds, and rainwater harvesting structures.

2. The study found that most loans accessed
through SHGs in Jalaun are small in size,
typically ranging between 15,000 and 30,000
per member. While useful for consumption
smoothing or meeting emergencies, these
amounts are insufficient for significant

investment in enterprises or agricultural
improvements. To make microcredit more
effective, loan sizes must gradually increase as
groups mature and demonstrate repayment
capacity. Banks and financial institutions should
move towards larger group loans of X1-2 lakh,
allowing members to invest in activities with
higher returns. Equally important is the need to
design repayment schedules that match rural
income cycles.
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Distribution of Loan Sizes Accessed by SHG Members in Jalaun District

Loan Size (X) Number of Members (N) | Percentage (%)
Less than 10,000 42 14%
10,000 - 15,000 68 23%
15,001 - 20,000 74 25%
20,001 - 25,000 62 21%
25,001 -30,000 39 13%
Above 30,000 15 5%
Total 300 100%
Given the unreliability of agriculture in formed to collectively procure raw
Jalaun, the long-term success of microcredit materials, standardize products, and

depends on creating sustainable non-farm
Credit
cannot create enterprises unless it is

livelihood opportunities. alone

accompanied by skill development and
capacity building. Therefore, SHG members,
particularly women and rural youth, should
be trained in income-generating activities
beyond farming. These can include tailoring,
food
rearing, goat farming, dairy management,

embroidery, processing, poultry

and handicrafts.

SHG
members to start small enterprises, many

Even when microcredit enables
of these ventures remain unsustainable
because of poor access to markets. Without
proper marketing channels, women end up
selling products like pickles, handicrafts, or
dairy items at low prices to local traders or
their profits. To

overcome this barrier, rural markets and

middlemen, limiting

weekly bazaars should be strengthened to
provide SHGs with a platform to sell directly
to consumers. At the same time, SHG
federations and be

cooperatives can

negotiate better prices.

Although microcredit in Jalaun has helped
women access loans, empowerment does
not occur automatically. In many cases,
male family members continue to influence
or even control how loans are used. To
ensure genuine empowerment, women
must be supported with leadership training
and confidence-building initiatives.
Structured programs on financial literacy,
decision-making, and public speaking can
help SHG members actively participate in
household and community decisions.
Exposure visits to successful women-led
SHGs in other regions can also broaden
their horizons and provide practical learning

experiences.

For microcredit to have a lasting impact, it
must be embedded within the broader
ecosystem of government welfare and
development schemes. SHGs
should be better integrated with the
National Rural Livelihood Mission (NRLM),

in Jalaun
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which provides training, bookkeeping, and
auditing support. Linking the Mahatma
Gandhi  National Rural Employment
Guarantee Act (MGNREGA) with SHGs can
also create synergies, where wage earnings
are partially saved and reinvested into
group enterprises.

Migration has become a coping strategy for
many rural households in Jalaun, with men
often moving to cities for wage labor while
women remain in the villages. This dynamic
presents both challenges and opportunities
for microcredit programs. On the one hand,
migration reduces the available workforce
for rural enterprises; on the other hand,
remittances can serve as a financial cushion
for households.

ISSN: 2349-1876 (Print) | ISSN: 2454-1826 (Online)

REFERENCES

1. Banerjee, A., & Duflo, E. (2011). Poor Economics.
Public Affairs.

2. Bateman, M., & Chang, H. J. (2012).
Microfinance and the illusion of development.
World Economic Review, 1, 13-36.

3. Guérin, |, Morvant-Roux, S., & Servet, J. M.
(2015).  Microfinance, Debt and  Over-
Indebtedness. Routledge.

4. Morduch, J. (2000). The microfinance schism.
World Development, 28(4), 617-629.

5. NABARD (2022). Status of Microfinance in India.
NABARD.

6. NITI Aayog (2021). National Multidimensional
Poverty Index: Baseline Report. Government of
India.

7. Yunus, M. (2007). Creating a World Without
Poverty. Public Affairs.

Vol (12), No.3 Jul-Aug, 2025

JISSHR



