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ABSTRACT

Women entrepreneurship is a key driver of inclusive growth, poverty reduction, and gender equality, particularly in rural areas
where women face structural barriers like limited access to finance, assets, and technology. Set against Bihar's predominantly agrarian
economy and strong Self-Help Group (SHG) network, this study evaluates the transformation of women's enterprise in the state using
data from sources like ASUSE, PLFS, JEEViKA, and the World Bank.

Between 2015-16 and 2023-24, Bihar experienced a structural shift as the share of female-owned enterprises rose sharply from
4.9% to 20.9%. These enterprises achieve an average technical efficiency of 71.2%, with higher JEEVIKA participation positively
driving both ownership and efficiency. However, growth remains hampered by mobility restrictions, digital skills gaps, market barriers,
and inadequate growth capital. To transition businesses from subsistence to scalable units, the study advocates for an integrated "SHG-
to-Startup-to-Sustainable-Enterprise Model" to drive rural industrialization and support the Sustainable Development Goals.
KEYWORDS: Economic Growth, Employment Generation, Household Poverty Reduction, Gender Equality, Self-Help Group (SHG)
Network, Women’s Economic Transformation, Sustainable Development Goals (SDGS).

1. INTRODUCTION

Entrepreneurship drives economic transformation by fostering innovation, creating local employment, generating income, and
transforming regional resources into economic value. When analyzed through a gender lens, entrepreneurship extends beyond purely
economic metrics. Women's ownership of productive enterprises directly enhances household decision-making power, financial
independence, children's health and education, social status, and intergenerational welfare.

In rural Bihar, women have historically engaged in agriculture, livestock management, food processing, handicrafts, and informal
services. However, much of this economic contribution remained embedded in unorganized household production and informal labor,
leaving it economically invisible and undercapitalized. Over the last two decades, Bihar has developed a robust institutional
infrastructure to formalize and strengthen rural women's economic participation. Central to this transformation is the Bihar Rural
Livelihoods Promotion Society (JEEViKA), alongside state start-up policies, microfinance expansion, and digital financial inclusion.
Despite this broad base of participation, a major developmental challenge persists: the gap between initial entry and enterprise scaling.
Rural women frequently remain stuck in own-account, subsistence-level micro-enterprises. Unlocking their full potential requires
creating an ecosystem that facilitates a smooth continuum:

ENTERPRISE TRANSFORMATION CONTINUUM: Participation —W Livelihood —W Enterprise
—W Formalization —W Growth —W Innovation —W Sustainability

2. BACKGROUND AND ECONOMIC CONTEXT
Historically, Bihar's rural economy faced structural headwinds, including agricultural dependence, low industrialization, seasonal labor
migration, and underdeveloped local markets. Women entrepreneurship in the state operates across five distinct operational tiers:

Enterprise Tier Operational Characteristics & Focus

Tier 5: Scalable Start-Ups Technology, innovation, venture-backed, high revenue growth potential.
Tier 4: Growth-Oriented MSMEs Hired labor, regional market expansion, formal credit, technology adoption.
Tier 3: Formal Micro-Enterprises Udyam registered, bank-financed, local trade and specialized services.
Tier 2: SHG-Linked Units Collective savings, internal micro-lending, rural livelihood activities.

Tier 1: Informal Household Pickles, tailoring, livestock, traditional crafts, home-based production.
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Treating all five tiers identically in public policy leads to misallocated support. An SHG member producing handicrafts requires micro-
credit and local aggregation, whereas a technology-driven agricultural platform startup requires seed funding, incubation, and intellectual
property support. Policies must therefore be stage-specific.

3. CONCEPTUAL FRAMEWORK & THEORETICAL ANCHOR

The analysis integrates three theoretical perspectives to evaluate women's entrepreneurship:

e Human Capital Theory: Asserts that business outcomes improve as entrepreneurs acquire education, formal skills, financial
literacy, and managerial knowledge.

e Sen’s Capability Approach: Highlights that access to resources (e.g., credit) alone is insufficient. A woman's true capability
depends on her freedom to convert resources into economic outcomes, which is heavily mediated by social norms, mobility, and
household bargaining power.

e Feminist / Gendered Entrepreneurship Theory: Argues that entrepreneurial dynamics are shaped by gendered power structures,
asset ownership disparities, and unpaid household care burdens.

4. STATUS AND EMPIRICAL GROWTH OF WOMEN’S ENTERPRISES

4.1 Labour Force Participation Transformation

Data from the Periodic Labour Force Survey (PLFS) indicates a rapid shift in female economic engagement in Bihar between 2017-18
and 2023-24:

Indicator Bihar 2017-18 Bihar 2023-24 Overall Change
Female LFPR (Youth 1.7% 14.7% +13.0 pp
15-29)
Female LFPR (Working 4.4% 30.0% +25.6 pp
Age 15-59)
Female LFPR (All Ages) 2.8% 20.0% +17.2 pp
Share in Agriculture 6.6% 43.5% Significant Increase
Share in Manufacturing 2.3% 39.7% Significant Increase
Share in Services 7.7% 12.9% Moderate Increase

4.2 Expansion in Enterprise Ownership

Unincorporated enterprise data (ASUSE/NSSO) shows an unprecedented rise in women's proprietary enterprise ownership. In 2015—
16, female-owned proprietary enterprises accounted for only 4.9% of all enterprises in Bihar (compared to the national average of
19.5%). By 202324, Bihar's share surged to 20.9% (a growth of over 326%), contributing to Bihar's share of national female enterprises
rising from 1.4% to 4.6%.

4.3 Enterprise Formalization: The MSME Landscape

According to the Ministry of MSME Annual Report 2025-26, Bihar registered 4,139,223 enterprises on the Udyam portal as of January
31, 2026. Micro-enterprises constitute 99.70% (4,126,666), Small enterprises represent 0.29% (11,974), and Medium enterprises account
for 0.01% (583).

CRITICAL INSIGHT: THE MICRO-ENTERPRISE TRAP: Over 99.7% of formal enterprises in Bihar are
micro-sized. Women-owned units are overwhelmingly concentrated in own-account, home-based businesses with
no hired workers. While these lower entry barriers and accommodate household care responsibilities, they
severely limit economies of scale, capital accumulation, and productivity growth.

5. EMPIRICAL EVIDENCE: EFFICIENCY AND THE ROLE OF JEEVIKA

5.1 Institutional Reach of JEEVIKA

The Bihar Rural Livelihoods Promotion Society (JEEVIKA) serves as the primary institutional foundation for rural women's
empowerment, reaching over 12 million rural women between 2007 and 2020. Key institutional achievements include:

e Women SHGs Formed: 1.04 Lakh to 10.47 Lakh across all blocks.

Village Organisations (VOs): Over 60,000 to 72,000 active VOs.

Cluster Level Federations: Over 1,500 CLFs driving regional governance.

Institutional Credit Leveraged: ~US$ 1.9 Billion mobilized via commercial banks.

Digital Banking Kiosks: 1,085 BC Sakhi kiosks processing over US$ 350M in transactions.
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5.2 Econometric Evidence (Jha et al., 2026)

Analyzing ASUSE 2023-24 microdata covering 25,391 women-owned enterprises in Bihar, empirical modeling offers key insights:

e Determinants of Ownership (Logistic Regression): JEEVIKA program intensity exhibits a positive and statistically significant
coefficient (B = 0.0873, p = .026), confirming that higher community-level SHG saturation directly increases the probability of
women owning enterprises.

e Stochastic Frontier Analysis (Technical Efficiency): Average Technical Efficiency among female-owned enterprises in Bihar is
71.2%, leaving an efficiency gap of 28.8% due to resource misallocation and market isolation. JEEViIKA program intensity
significantly reduces technical inefficiency (p = -0.5743, p <.001).

6. WOMEN IN THE START-UP AND INNOVATION ECOSYSTEM

6.1 State Policy Architecture

The Bihar Start-up Policy 2022-2027 provides financial incentives, incubation, seed funding, and patent assistance. Crucially, eligible
women-led start-ups receive an additional 5% incentive over standard funding limits, along with interest-free seed loans up to 210 lakh.

6.2 Startup India Seed Fund Scheme (SISFS) Performance
While institutional policies exist, women-led participation in formal innovation funding remains modest. Between 2021 and October
2025, a total of 25 women-led start-ups in Bihar received funding approval under SISFS, totaling ¥4.72 Crore.

Year Approved Women-Led Start-ups Funds Approved (Z Crore)
2021 0 0.00
2022 3 0.60
2023 15 3.03
2024 3 0.55
2025 (as of Oct 31) 4 0.54
Total 25 4.72

6.3 Credit Guarantee Constraints

Under the Credit Guarantee Scheme for Startups (CGSS), Bihar recorded only 1 guaranteed loan worth 0.28 crore in 2023 for a women-
led start-up, with zero guarantees recorded in 2024 and 2025. This underscores a structural disconnect between informal community
savings networks and formal commercial venture growth.

7. STRATEGIC SECTORAL OPPORTUNITIES

*» Agro-Processing & Value Addition: Moving beyond subsistence farming to processing makhana, maize, millets, honey, fruits, and
dairy. Converting raw makhana into graded, packaged, and branded snacks yields significantly higher margins.

* Cultural & Artisan Enterprises: Direct-to-consumer e-commerce allows artisans in Madhubani painting, Sujini embroidery, and
jute/bamboo crafts to bypass middleman exploitation and capture higher value.

* Institutional Service Models (e.g., Didi Ki Rasoi): Initiated in 2018, Didi Ki Rasoi operates food canteens in government hospitals
and institutions. It has expanded to over 83 enterprise units involving 1,200+ women entrepreneurs and 150 full-time staff, showcasing
the power of state-backed public procurement.

* Green Economy & Social Enterprises: Manufacturing jute/bamboo products, organic compost, solar-powered agro-processing, low-
cost sanitary hygiene items, and local childcare centers.

8. STRUCTURAL CHALLENGES AND SYSTEMIC BARRIERS

Despite positive progress, rural women entrepreneurs encounter critical bottlenecks:

e The Graduation & Capital Gap: SHG microcredit provides initial seed support (e.g., ¥20,000), but banks rarely offer growth-
stage MSME finance (e.g., T5-20 Lakh) without land collateral.

e The Digital Capability Divide: While smartphone usage is increasing, functional digital business capability (e-commerce listing,
digital accounting, cyber safety, and targeted marketing) remains low.

e Social Norms & Mobility Restrictions: Social expectations limit women’s travel to distant wholesale markets, client networking,
and attendance at incubation workshops.

e Unpaid Care Burden & Time Poverty: Managing childcare, domestic chores, and elder care restricts the time available for
enterprise growth.

e Market Disconnection: Weak branding, inferior packaging, and dependence on local intermediaries erode profit margins.
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9. COMPREHENSIVE SWOT ANALYSIS

STRENGTHS WEAKNESSES
» Massive SHG network (~10.47 lakh groups) » Overwhelming micro-enterprise concentration
« Strong institutional anchor via JEEViKA (>99.7%)
* Rich agrarian base and cultural art heritage * Lack of collateral-free growth finance
* Favorable 5% additional startup policy incentive » Low managerial and digital capabilities
» Weak branding, packaging, and quality certification
OPPORTUNITIES THREATS
» E-commerce integration for artisan products » Market volatility and price fluctuations
* Value addition in agro-processing (Makhana, Millets) | ¢ Climate risks affecting agricultural raw supply
* Institutional public procurement expansion * Digital fraud and online transaction risks
* Green enterprises (Jute, Solar, Recycling) * Over-indebtedness from multiple informal loan
sources

10. PROPOSED POLICY MODEL.: INTEGRATED SHG-TO-STARTUP FRAMEWORK

To eliminate the disconnect between community SHGs and formal incubators, the state should establish District Women Enterprise
Hubs (DWEHS). These hubs serve as single-window resource centers coordinating banks, JEEViIKA, MSME departments, universities,
and e-commerce platforms.

Stage 1: Mobilization: Women organized into SHGs via JEEViKA.

Stage 2: Financial Capability: Savings, internal lending, basic bank linkage.

Stage 3: Livelihood Enterprise: Micro-loans for livestock, tailoring, local trade.

Stage 4: Formalization: Udyam registration, GST, formal bank account.

Stage 5: Market Integration: Packaging, FSSAI compliance, E-commerce listing.

Stage 6: MSME Scaling: Growth capital, machinery, hiring non-family labor.

Stage 7: Incubation: Technology adoption, business plan mentorship.

Stage 8: Start-Up / Sustainable Enterprise: Equity/Seed funding, scalable green production.

11. STRATEGIC POLICY RECOMMENDATIONS
1. Enterprise Graduation Mission (EGM)
e Problem & Rationale: Over 99.7% of Bihar’s registered units are micro-enterprises trapped in low-productivity, single-
worker operations due to institutional fragmentation and weak managerial capacity.
e Theoretical Basis: Lewisian Structural Transformation (shifting informal labor into formal sectors) and Firm Life-Cycle
Theory.
e Execution: Establish a data-driven "Graduation Potential Index" (GPI), form an autonomous State Enterprise Graduation
Cell (SEGC), and offer mentorship, regulatory support, and capital subsidies.
o Key Targets: 12-15% annual conversion to formal small enterprises, greater than equal to 3 non-family employees per
enterprise, and a greater than equal to 45% increase in turnover.

2. Stage-Specific Growth Finance Infrastructure

e Problem & Rationale: Women entrepreneurs face credit rationing in the X5 Lakh to 325 Lakh window because commercial
banks require property collateral they rarely own.

e Theoretical Basis: Stiglitz-Weiss Credit Rationing Model (addressing asymmetric information with credit guarantees instead
of collateral).

e Execution: Create a state-backed first-loss guarantee fund, offer collateral-free loans with cash-flow-aligned moratoriums via
bank partnerships, and use alternative credit scoring (JEEViKA histories, digital flows).

o Key Targets: Disburse 3250+ Crore over 3 years, maintain NPAs below 3.5%, and ensure loan processing within 21 days.

3. Public Procurement Expansion (Didi Ki Rasoi Model)

e Problem & Rationale: Demand uncertainty risks small business failure; state-guaranteed demand offers stability and builds
operational capacity.

e Theoretical Basis: Keynesian State-Led Demand Creation.

e Execution: Mandate a 5% public procurement reservation for women-owned enterprises across schools, hospitals, and
government offices, while providing mandatory quality certification support (FSSAI, 1SO, BIS).

o Key Targets: Increase total procurement value awarded to women-led units, integrate more collectives into supply chains,
and achieve an 85%+ contract renewal rate.
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4. District Women Enterprise Hubs (DWEHS)

e Problem & Rationale: Bureaucratic procedures carry high transaction costs and present safety/mobility challenges for rural
women.

e Theoretical Basis: Institutional Transaction Cost Theory (Coase/North).

e Execution: Build physical district hubs equipped with regulatory counselors, testing/packaging labs, co-working spaces, and
childcare facilities. Complement these with a mobile-first digital portal for application tracking, expert consultations, and
supplier directories.

e Key Targets: Complete formalizations in less than equal to 10 days and achieve a 90%-+ user satisfaction index.

5. Incubation-SHG Pipeline Integration

e Problem & Rationale: Technology incubators in urban centers remain disconnected from grassroots rural enterprises, while
rural women's collectives lack structured pathways into formal incubators and venture support.

e Theoretical Basis: National Systems of Innovation (NSI) (linking informal grassroots knowledge with formal institutional
research and technology infrastructure).

e Execution: Deploy "Incubation Scouts" into Cluster Level Federations (CLFs), create hub-and-spoke models connecting
premier incubators with district hubs, and run 8-week pre-incubation bootcamps.

e Key Targets: Onboard SHG-sourced enterprises into formal incubators, secure post-incubation seed funding, and register
new patents or proprietary designs.

6. Applied Digital & Managerial Capability Building

e Problem & Rationale: Basic smartphone training is insufficient for enterprise growth; women require functional digital
skills like point-of-sale management, inventory tracking, and e-commerce listing.

e Theoretical Basis: Human Capital Augmentation & Digital Empowerment (upgrading technical skills to boost total factor
productivity).

e Execution: Deliver modular training on e-commerce onboarding (ONDC, Amazon), cloud accounting, and cyber hygiene
through peer-led "Digital Sakhi" networks at local community hubs.

o Key Targets: Ensure greater than equal to 80%of trained entrepreneurs process digital payments and greater than equal to
30% list on online marketplaces, while reducing bookkeeping errors.

7. Green Enterprise & Sustainability Incentives

e Problem & Rationale: Rural economies suffer heavily from climate volatility; transitioning women-owned businesses to
green processes builds economic resilience and targets emerging sustainable markets.

e Theoretical Basis: Sustainable Development Goals (SDGs) & Green Growth Theory (decoupling economic growth from
resource depletion).

e Execution: Offer up to 40% capital subsidies for solar agro-processing and waste-to-value tech, grant up to %5 Lakh for eco-
friendly products (jute, bamboo), and assist with organic certifications.

e Key Targets: Increase installed renewable energy capacity, displace single-use plastics, and achieve a greater than equal to
15% price premium on certified eco-friendly lines.

12. CONTRIBUTION TO SUSTAINABLE DEVELOPMENT GOALS (SDGs)

Women entrepreneurship in Bihar directly drives the UN Sustainable Development Goals:

SDG 1: No Poverty —» Diversifies household income resilience.

SDG 5: Gender Equality —P» Enhances female decision-making autonomy.

SDG 8: Decent Work —P Generates non-farm rural employment.

SDG 9: Industry & Innovation —» Connects rural artisans to modern MSMEs/Startups.
SDG 10: Reduced Inequalities —» Promotes social inclusion for marginalized communities.
SDG 12: Responsible Production —» Encourages organic, jute, and bamboo enterprises.
SDG 13: Climate Action —» Expands solar-powered rural processing infrastructure.

13. CONCLUSION

Women entrepreneurship in Bihar stands at a critical turning point. The state has built a world-class institutional base through JEEViKA
and community collectives, resulting in a fourfold increase in female enterprise ownership. However, converting this widespread micro-
level participation into growth-oriented, highly productive, and scalable start-ups requires closing the capital, skill, and market gaps.

By establishing continuous pathways from SHGs to MSMEs to Start-ups, Bihar can transform rural women from subsistence earners
into competitive business owners, regional employers, and key agents of sustainable development. Investing in rural women
entrepreneurs is not merely a social welfare choice; it is a vital strategy for driving long-term industrialization and economic resilience
across Bihar.
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