
EVOLUTION OF MICROFINANCE AND POVERTY REDUCTION

Microfinance has proved to be one of the effective tools for poverty reduction in experts microfinance has evolved as an
economic development approach.

The contract indicates the amount of a specific potential loss covered by the insurer and the insured person or
enterprise pays a premium that is directly related to the likelihood and the cost of the particular risk. Some
funds and programmes have been created for capitalizing joint ventures between small-scale enterprises and
the investors. Strategically, microfinance plays a vital role for the poor to raise their own microenterprises to
escape from poverty Al-Mamun et al. These credit unions provided financial services to the Canadians who
could not get access to traditional financial means. Close collaboration with equipment suppliers facilitates
technical training and after-sales service. This would continue for 15 days and another woman within this
group would receive the lump sum. One of the most characteristic microcredit innovations is the use of group
lending techniques. Most microfinance institutions require potential borrowers to save before applying for a
loan in order to demonstrate their intention to develop a long-term banking relationship. Poor people borrow
from informal moneylenders and save with informal collectors. Robinson describes in his book 'The Micro
finance Revolution - Sustainable Finance for the Poor', the s demonstrated that "micro finance could provide
large-scale outreach profitably," and in the s, "micro finance began to develop as an industry" , p. Those and
similar institutions follow the financial sustainability approach Hermes and Lensink a ; Robinson  An example
of the move towards more flexible systems is that adopted by the Grameen Bank since the end of  Some
principles that summarize a century and a half of development practice were encapsulated in by CGAP and
endorsed by the Group of Eight leaders at the G8 Summit on June 10, [25] Poor people need not just loans but
also savings, insurance and money transfer services. Better availability of safe savings facilities increases
self-financing capacity and thus reduces the need to borrow, with its inherent risks. This is often the case when
people need the services money can provide but do not have dispensable funds required for those services,
forcing them to revert to other means of acquiring them. The increase in the proportion of Latin American and
Asian immigrants who came from societies where microenterprises are prevalent. Government and donor
programmes in support of rural microfinance expansion usually avail themselves of these formal and
semi-formal institutions in order to reach out to rural households, depending on specific local constraints and
the prevailing situation. In recent years there has also been increasing emphasis on expanding the diversity of
institutions, since different institutions serve different needs. Sources of microfinance for forest-based
enterprises Microfinance is the supply of basic financial services to poor and low-income households and their
micro-enterprises. In their book The Poor and Their Money, Stuart Rutherford and Sukhwinder Arora cite
several types of needs: Lifecycle Needs: such as weddings, funerals, childbirth, education, home building,
widowhood and old age.


