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Abstract: Micro-enterprise is defined as businesses 

with one to ten workers take advantage of the labour 

supply characteristics in LDCs to better maximize the 

capital/labor function (Puglielli, 2003). Micro-

enterprise is something different from the usual form 

of business with certain unique monetary needs1. 

These are usually differentiated as micro-loans or 

micro-credit. Micro-credit programs are basically 

designed to provide small capital amount to the poor 

to help them to create their own income. Micro-loans 

basically represent a noteworthy and this helps in 

growth of the economic activity. This does not make 

them exceptional from formal economic system. 

Adding to this they do not have access to bank credit
1
. 

Micro-enterprise development and microfinance is 

being widely used as a anti-poverty strategies in many 

developing countries. Micro enterprise has been 

religiously followed as the engine of economic 

growth and for promoting equitable development.[17] 

Women those with their own business have a rapid 

growing record3. The following are few reasons that 

can be achieved through micro-enterprise: Economic 

growth, stability and equity (Sridhar Krishna, 2007).  

Micro-enterprise also supports programs that are 

designed to aid people to begin the small business, for 

those people who require financial strength to develop 

the small business4. Micro-enterprises encourage self-

employment to a large extent. Microenterprise 

development helps micro-entrepreneurs to combine 

their thoughts and knowledge and financial support 

with the help of microfinance services to frame a 

reasonable business and indirectly it provides income 

for the living. (Sandra Macious Del Villar, 2008) 2.  

 

2. Objectives 

 
● Identification of existing and new potential micro 

enterprise in FS/NFS and value chain 

available.[18] 

● Assessing impact of MEDP 

● Assessing issues/aspects as to why matured SHGs 

members are not graduating to micro enterprises. 

● Identifying key indicators to promote micro 

enterprises by matured SHGs’ members
3
. 

 

       The research provides useful finding in 

identifying major bottlenecks responsible for matured 

SHGs’ members not graduating into micro enterprises 

in selected districts of  Bihar and U.P. The 

findings[16] of the study are expected to long way in 

development of microenterprises in Bihar and Uttar 

Pradesh and will give insight to policy makers to take 

appropriate policy decisions and also raise relevant 

issues for future research. [20] 

 

3. Microfinance In Developing Countries 

 
In the prevailing limited version of employment 

availability in both phases the main supporter for their 

living of the poor people is by means of  informal 

economy – the economy of street vendors, petty 

traders, small-shop owners,[15] scrap collectors, 

small artisans and microbus drivers (Woller & 

Woodworth, 2001). In addition, as Woller and 

Woodworth (2001) stated “informal economy differs 

from the formal economy not just by its 

‘underground’ status, but also in that it is starved by 

the lifeblood of the formal economy – financial 

capital” 2. 

        Though efforts have come from all ends in the 

past to systemize the provision of financial services to 

the poor, microfinance is still considered part of the 

informal sector economy throughout the world, 

primarily in developing countries. Let us have an 

example, According to Ela R. Bhatt,[19] “The 

informal economy in India today employs well over 

90% of the Indian workforce, provides some 63% of 

the GDP, 55% of the savings and 47% of the exports” 

(Jaquette and Summerfield, 2006) 2. 

         Adding up to the previous points, a study done 

by the Inter-American Development Bank indicated 

that[21] “In the mid-1990s, the microenterprise sector 

employed more than 50% of the labor force in Latin 

American countries and…an average of 84 out of 100 

new jobs in the region were generated by 

microenterprises” [22](Benería, 2003). Microfinance 

in developing countries and economies in transition is 

split by microcredit loans given on the basis of per 

capita gross domestic product. Loan sizes range from 

Rs. 5000 or less up to several thousands, depending 
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on the country and local financial market (Carr & 

Tong, 2002; Von Pischke, 1999).[23] 

 

4. Factors Affecting Development Of 

Microenterprise 

 
Harry G Miller and David Clarke (2009) stated that 

the art and science of micro-enterprise development 

in developing countries needed to be more than 

experimental or trial and error. [24]This paper 

indicated that there were some factors in micro-

enterprise development which could be enhanced 

through a more complete awareness of its dynamics 

and high learning processes.[25] As the more elusive 

factors were identified and examined, the educational 

process could be applied to addressing and 

implementing change for local and regional private 

sector development. In other words, how micro-

enterprises utilize their internal resources would 

determine[14] their success in their economic 

marketplaces. The extent to which the cultural context 

of the environment and the level of economic 

pragmatism were addressed would determine the 

effectiveness and efficiency of the effort to promote 

social and economic development2.  

 

5. Gender and Micro-Enterprise 
 

Studies conducted in the years have shown a 

apprising impact of gender on businesses etc. in 

micro-enterprises both in developed and developing 

countries.[30] Gender factor plays a vital role in the 

programs, most of which reach large numbers of 

women.[12] According to Cohen (1996), it is noted 

that gender differs in the profile of clients. At the 

household level, several studies refer to differences 

between men [26]and women as owners of land or 

housing, access to alternative sources of credit, labor 

allocation, expenditure patterns, and decision making 

roles. Gender differences are also found in marital 

status.[27] 

 

6. Impact of Microenterprise 

 

Pascaline Dupas and Jonathan Robinson (2009) 
have conducted field experiment to show whether 

savings constraints prevent the self-employed 

[28]from increasing the size of their businesses. To 

experiment they had opened interest-free savings 

accounts in a village bank in rural sector for a 

randomly selected sample[29] of poor daily income 

earners. Taking consideration that the bank charges 

for withdrawal fees, take-up and usage were high 

among women and the savings accounts had 

substantial, positive impacts on their productive 

investment levels and expenditures.[13] These results 

implied that a substantial fraction of daily income 

earners face important savings constraints and have a 

demand for formal saving devices
1
. 

 

7. Strategy for Microenterprise Development 

  
Vijay Mahajan (2005) advised a comprehensive 

approach, which includes the financial services, 

[4]infrastructure finance, agricultural and business 

development services and institutional development 

services for realization of livelihood enhancement.[5] 

Loganathan K (2007) stated that promised efforts are 

needed to promote microenterprises such as EDP 

training,[11] skill training, micro finance and 

marketing tie-up and all these should be available 

under a single spot. Sarwat Hussain Naqvi (2007) 

recommended gradual shift from micro-credit to 

livelihood to micro-enterprise, enabling environment 

and choices and voices for micro-enterprise, 

federation of such SHGs and [6]let them decide who 

wants to become what, based on their wealth, 

expertise and willingness (have to have a facilitating 

agency who works as a catalyst for the change), 

network of SHG to form a champion or Self-Help 

Community[10] for micro-enterprise development 

activities, orientation [7]on basics of micro-enterprise 

management and hand holding support for micro-

enterprises development. Johansson (2008) 

explored[9] the implications of stakeholder theory for 

organizational development and contributes to the 

knowledge of operational stakeholder management. 

The paper presented a case study in a micro-enterprise 

where data had been collected as participant 

observations. Stakeholder theory suggested that to be 

sustainable, organizations must find a balance 

between different stakeholder’s interests.[8] 
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