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Abstract: Women entrepreneurs make a significant contribution to the Indian economy. There are nearly three 

million micro, small, and medium enterprises with full or partial female ownership. As with the broader MSME 

sector, access to formal finance is a key barrier to the growth of women-owned businesses, leading to over 90 

percent of finance requirements being met through informal sources. So financial institution aims at tailoring 

the needs of women owned MSME. The present study endeavors the role of financial institutions in 

understanding the need of women, the financial gap in accessing the credit and the hurdles faced by them. 
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I. INTRODUCTION 
“Initiatives like these are key to changing attitudes about the role of women in society. At the same time, we 

are also demonstrating that there is a considerable commercial advantage in providing women with concrete 

means to access financing for their businesses.” 

Maurice Sehnaoui, 

Chairman and General Manager, 

BLC Bank 

The financial institutions are being set up by the government at both central and the state level to cater 

the financial and non financial needs of the entrepreneurs. As the enterprises operated by women have weak 

financial structure, they require some kind of financial support to survive in long run period and to compete with 

other large scale industries. 

Around 3.01 million of the women owned enterprises represent 10 percent of all MSME in country and 

they contribute 3.09 percent of industrial output and employ 8 million people. Approx 78 percent of women 

enterprises belong to service sector, 98 percent of women owned business are micro enterprises and 90 percent 

of enterprises belong to informal sector.(1).  Although the financing needs of women owned enterprises are 

similar to the needs of male enterprises, the level of financial exclusion is higher due to several factors. The 

social status of women and established norms in society persuade the perception of financial institutions and the 

ability of women entrepreneurs to access finance. 

 

II. REVIEW OF LITERATURE 
(Smallbone and Welter, 2001) Entrepreneurs plays a vital role in economic growth of a nation in many 

ways like job creation, innovation, income multiplier etc and it depends upon priorities and different stage of 

market reforms. Direct support to SME is needed to overcome the hurdles and realize their potential. (Cagetti & 

Nardi, 2006) Entry into Entrepreneurship is directly linked with the increase in the personal wealth. Centre for 

Business Women Research, 1999) reports and suggested business training for the women entrepreneurs and 

improving network structure especially with women. (Stinchcombe and March, 1965) The primary resource acts 

as a catalyst against all the old and new debts. Tiwari et al (1981) analyzed that the government was helping the 

women for entrepreneurship development by providing credit assistance in various forms such as term loans, 

interest, subsidy, unsecured loans and concession in the form of subsidies in the capital, self employment loan 

etc. Kumar (1998) stated that that Canara Bank’s Centre for Entrepreneurship Development provides training to 

women and helps them to set up small industrial units and provides support for marketing their product. The 

assistance by the government to women entrepreneurship has been provided through several intermediaries’ 

institutions like SIDO, DIC, EDI, NAYE, NISIET, SIDBI, SEF, WCFC and commercial banks etc. Anju and 

Inderjeet (1997) study 40 women entrepreneurs of Haldwani and Patnagar cities of Uttar Pradesh was made to 

find out  the motivating factors, problems and entrepreneurial characteristics of women entrepreneurs. The study 

has shown that lack of technical know-how, excess work responsibility, poor knowledge about these institutions 

and Government programmes, unfavorable family attitude and lack of confidence in their own skills acts as 

major hurdles faced by the women entrepreneurs. 
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Need of the study 

The financial institutions are established to create positive climate for the regularly growth of women 

entrepreneurship and should foster them and make them flourish. These institutions provide assistance for 

buying industrial plots and sheds, finance at affordable rates, counseling sessions etc. The present study aims to 

highlight the opportunity in serving women entrepreneurs and list the various measures taken by the financial 

institution in access to finance for women entrepreneurs. 

Financial Access for Women Owned Business 

The 4
th

 MSME survey Census of Registered and Unregistered MSME Report 2011-12 states that there 

are 321000 registered and 2.69 million unregistered women owned MSME in India. Their financial demand 

comprises of working capital needs, loans or credit for long term assets and their investment needs. The SME 

leads the demand  for financing. The total debt required by women owned enterprises is estimated to be at 6.10 

trillion Indian Rupees and equity at Indian Rupees 2.58 trillion. 

Table1: Financing requirements of women-owned MSMEs 

 Total versus all 

women owned 

business 

Total Demand 

in Indian 

Rupees 

Demand Share Debt demand Equity demand 

in Indian 

Rupees 

Micro 97.62 2.05 24 1.64 0.41 

Small 2.37 6.42 74 4.31 2.10 

Medium 0.01 0.21 2 0.14 0.07 

TOTAL 100.00 8.68 100 6.10 2.58 

Source- MSME Report 2011-12 

However the total formal funding released to women-owned enterprises in 2012 was around Indian 

Rupees 2.31 trillion (MSME Report 2011-12). This sum comprises of funds from several financial institutions 

such as public sectors banks, non banking financial corporations, self help bank linkage programmes. A list of 

funds released from different financial institutions to the women owned MSME is enlisted below:- 

Table2: Finance to women-owned MSMEs by different institutions 

 

 

 

 

 

 

 

 

 

 

Source- MSME Annual Report 2011-12 

Institutional Credit for Women Entrepreneurs 

It is important to understand that the financial gap in India is not entirely based on the absence of 

financial schemes and programmes carried out for women entrepreneurs. The financial institutions and other 

banking institutions provide direct and indirect support to these women entrepreneurs in order to help them in 

enhancing their income and employment level. For Example the Rashtriya Mahila Kosh, the scheme was 

launched by the central government in 1993 to meet the credit requirements of poor women working in the 

traditional or unorganized sector who are unable to get credit access from the financial institutions. Another 

scheme known as the Seed Capital Scheme was started by government and promoted by the agencies such as 

Directorate of Industries, Khadi and Village Industries Board, Small Industries Institutions to help the women 

entrepreneur to start their own business. To support large number of weaker sections banks have also introduced 

innovative approach such as formation of SHGS especially for women and instill the habit of saving and 

investing it in an efficient manner and creating awareness for  regular payments. 

Many schemes that are exclusively for women provide relief in terms of collateral security and interest 

rates. Interest rates vary in most cases from 0.25% to 1% on applicable conditions..  But there is a wide gap 

between policies and its actual implementation. In practice the schemes are only providing small concessions to 

women and the terms and conditions are not different in any respect to any other consumer loans. While efforts 

to finance MSMEs through main sector lending targets and Credit Guarantee Schemes have been undertaken, 

women entrepreneurs get excluded from majority of financing efforts. They are often referred to as the ‘missing 

middle’. These categories of women enterprises have financial needs that are greater as compared to a SHG, but 

are not profitable enough for a commercial banker. Women MSMEs who largely operate in service sectors need 

smaller amount of funds to finance working capital requirements which usually is below INR 50 Lacs .But the 

high administration costs connected with accessing smaller loan amounts, women’s MSMEs get excluded. 

Although NPAs on women based loans have declined from 6.5% in 2005 to 3.8% in 2014. According to RBI 

Source Financing Supply Share 

Public sector banks through microcredit 30 

Public sector banks to small scale industries 38 

Prime Minister’s Rozgar Yojana 2 

Swarna Jayanti Shahari Rozgar Yojana 1 

Swarna Jayanti Gram Swarozgar Yojana 4 

Private sector banks 19 

Foreign Banks 5 
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data, women micro enterprises in India are still ranked as high risk by financial institutions due to failure to 

reflect scalability and meet collateral requirements. 

Approach to Access for Financial Gap 

The calculation of financing demand and supply gap for women based enterprise is based on the 

detailed assessment of the women managed enterprises financing needs and the services offered by the various 

financial institutions as given below 

 
Constraints in Accessing Finance for Women Entrepreneurs 

A. Demand Side 

 Limited Financial Awareness and Knowledge about Financial Goods/Services: Women does not 

possess proper knowledge about the various financing options available with them, their merits and 

demerits, the cost of acquiring these options. This lack of financial awareness creates disinclination to 

access of credit from formal channels. 

 Women Lacks Adequate Collateral Security: Women often lacks with the collateral security due to 

various social and legal restrictions being generated from various laws Eg: inheritance and land 

ownership rights in which they do not have the right to hold or acquire any property in their name. 

Even if they hold any asset then also the title of the asset rests on the name of male member of the 

family on papers. 

 Support of Spouse or Family Members: Banks needs either the spouse or the father signature(for 

unmarried woman) for granting loan which can sometimes acts as a restraint in case the family 

members or the spouse does not favor the women entering into the entrepreneurial field. 

 Hesitation to Contact or Approach the Financial Institution: The women entrepreneurs are less 

familiar with the banking institutions and they feel very hesitated when it comes to approaching a bank 

or financial institution. Illiteracy also leads to inadequate financial and other management functions. 

B. Supply Side 

 High Transaction Costs Involved: Although high transaction cost is an important hurdle in financing 

the small and medium sized firms but it becomes more imperative in case of women owned business. 

According to a survey the average finance needs of men owned enterprise are 2.4 times more as 

compared to female managed enterprises. 

 Perception of More Risk in Absence of Family Support or Collateral Security: Banks consider 

women entrepreneurs and their business as a high risk element segment as they operate in the informal 

sector and at niche level. Some bankers feel that granting loans to women can be riskier at times 

especially to unmarried women. The event of marriage could lead to shift in locality or profession. 

 Lack of Market Information and other Financial Information: Due to lack of knowledge about 

financial and other information women entrepreneurs fails to keep the financial records or documents 

in the specified format which make them less attractive to financial institutions. 

 No Actual Attempts to Cater the Needs of Women Entrepreneurs: One common hurdles faced by 

the women entrepreneurs are that bank branches do not make any special efforts to build an attractive 

environment for women entrepreneurs or do not provide adequate counseling services to their females 

customers. Also they have limited women relationship officers. 

Financial Schemes for Women Entrepreneurs 

The government of India seeks to encourage the financial assistance participation for women owned 

business for meeting the financial gap in this sector. Some of the schemes are discussed here- 

1. Tread Relation Entrepreneurship Assistance and Development Scheme for Women (Tread) 

Trade Related Entrepreneurship Assistance and Development Scheme for Women (TREAD) is a major 

scheme for the development and promotion of women entrepreneurs.  
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Objectives of the Scheme 

 To complete training programmes for women. 

 To impart training to women in Entrepreneurship. 

 To support NGOs which are engaged in entrepreneurship training. 

 To support national level institutions being engaged in providing entrepreneurship training. 

Three major components of the scheme are- 

1.  GOI grant up to 30 percent of the total project cost to the Non- Government for promoting 

entrepreneurship among women. The remaining 70% of the projects cost is financed by lending agency 

as loan. 

2. Need based GOI grant upto Rs 5  lakh to National Entrepreneurship Development Institutions and 

any other institutions of repute for undertaking research, designing modules etc. 

3. GOI grant upto Rs 1 lakhs per programme to training institutions for imparting training to the women 

entrepreneurs. 

2. Credit Guarantee Fund Scheme 

The Government had initiated the Credit Guarantee Fund Scheme for the SME industries in May 2000 

with the strategy of making available credit to SSI units particularly small scale units with loans upto Rs 25 

lakhs without any collateral security or third party gurantee. The scheme is being managed under the Credit 

Guarantee Fund trust for Small Industries (CTGSI) and established jointly by Government of India and IDBI. 

The scheme provides for collateral free term loan or working capital assistance to the existing and new SSI 

units. In case of women enterprises the guarantee cover is upto 80 percent of the credit subject to maximum 

guarantee of Rs 20 lakh. The member lending institution availing of the guarantee from the trust has to pay one 

time guarantee fees of 1.5 percent of the credit facility sanctioned by the lending scheme to the borrower. 

Operation of the Scheme 

The entrepreneurs whose bank finance is approved by the lending bank may ask the bank to obtain 

guarantee from the Credit Guarantee trust fund. This facility is available online to the lending banks and 

clearance from the trust is conveyed in a day or two. 

3. Bharatiya Mahila Bank Scheme 

This scheme is being initiated by Bharatiya Mahila Bank that provides working capital and term loan to 

the women entrepreneurs upto Rs 20 crores. Specific loan scheme is available for setting up home catering, 

daycare centers. Since the bank do not insists on collateral, the loan upto Rs 1 crore are insured with the credit 

guarantee fund trust for MSME. 

4. Akshaya Mahila Arthik Sahay Yojana 

This scheme is being launched by Bank of Baroda for providing term loans and working capital limits 

on movable and immovable assets. 

5. Scheme for Professional and Self Employed Women 

The scheme is being supported by Oriental Bank of Commerce which provides term loan maximum Rs 

500000 including the working capital limits of Rs 100000 for a period of five to seven years tenure. 

6. Dena Shakti Scheme 

Under this scheme Dena Bank provides term loan and working capital with a ceiling limit of Indian 

rupees up to 2 million. 

7. Cent Kalyani Scheme 

Under this scheme the Central Bank provides loan up to Rs 10 million without any collateral security 

and third party guarantee. 

8. Marketing Fund for Women 

This scheme is facilitated by SIDBI, aims at providing assistance to women entrepreneur and 

organization involved in marketing of products manufactured by women entrepreneurs to increase their reach in 

domestic and international market. 

9. Priyadarshini Scheme 

Under this scheme the bank provides long term working capital assistance to women entrepreneurs 

under the following cases- 

1. Professional and Self Employed such as Chartered Accountant, Lawyers and Doctors 

2. Retail Traders like General Provision Stores and Grocery Shop 

3. Village, Cottage and Small Scale Industries  

4. Small Business like Beauty Par lour, laundry and Circulatory Library 

5. Road transport 

6. Allied Agricultural Activities 

The maximum loan amount depends on the entrepreneurs needs subject to maximum limit of Rs 2 

lakhs in case of term loan and Rs 1 lakh for working capital, interest rate ranging from 12 percent. Repayment 

time period is decided after considering the expected surplus income and normally a span period of 3-5 years. 
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The assets acquired with bank finance will be hypothecated as security. The entrepreneur contribution margin is 

20 percent depending upon the type of activity. 

Mudra Yojna 
Micro Units Development Refinance Agency (MUDRA) Bank has been set up on 8

th
 April 2015 for the 

development of micro units to encourage Entrepreneurship in India and provide the funding to the non corporate 

small business sector. MUDRA Bank provides refinance to Banks, MFI, NBFC’s etc for loan to micro units 

having loan requirement from Rs50000 to Rs 10 lakhs. Under Mudra Yojana, the Mudra Bank has launched 

three products named Shishu, Kishor and Tarun to signify the stage of growth and funding needs of 

Entrepreneurs.(2) 

III. CONCLUSION 
The number of women entrepreneurs in India is increasing at a rapid rate. The demand and supply gap 

for financing the women based enterprises. So the Government at both the central and state level has opened 

several financial institutions to support the women based enterprises and for this purpose they have offered 

various schemes to reduce the burden of women entrepreneurs. Institution wise lending to the women owned 

business is discussed in detail to give a comprehensive picture of the financial support available to the women. 
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