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ABSTRACT

The Self- Help Groups (SHGs) play vital role in poverty eradication in Indian villages. The SHGs have become extensive,
successful component of both rural and urban development in India. Women band together in to groups and motivate each
other to build new opportunities for income generation. Most of the SHGs start without any outside financial capital by saving
regular charity by the members. The SHGs in India has come extensive way, since its origin in 1992. The spread of SHGs in
India has been extraordinary. It has made exciting progress from 225 groups in 1992 to some 16, 18,456 groups that have
taken loans from banks. About 69.53 lakhs SHGs have gained access to proper banking system through SHG-bank linkage
programme and 90% of these groups are only women groups. The system of SHG has proven to very suitable to the poor
and vulnerable women community in the society and this system breaks the exploitation and isolation of women from men.

Keywords : Self Help Groups, Credit, Bank Linkage, Microfinance

Introduction

Self- help groups (SHGs) play vital role in poverty eradica-
tion in Indian villages. A growing number of poor women in
different areas of India are members of Self Help Groups and
they actively occupy in savings and credit, as well as activities
like income creation, natural resources management, literacy,
child care, etc. The savings and credit hub in the SHG is the
key component and offers ability to create some control over
capital and other investments. The SHG scheme has proven
to be very successful for women empowerment and offering
to break slowly away from exploitation and isolation.

Concept of Self Help Group

NABARD defines SHGs as “small, economically homogenous
affinity groups of rural poor, voluntarily formed to save and
mutually contribute to a common fund to be lent to its mem-
bers as per the group members’ decision”. A self-help group
is a village-based financial intermediary usually composed of

10—20 local women. Members make small regular savings aid
over a few months until there is enough capital in the group to
begin lending. Funds may then be lent back to the members
or to others in the village for any reason.

Structure of Self Help Group

The Self Help Groups (SHGs) have become extensive, suc-
cessful component of both rural and urban development in
India. Women band together in to groups and motivate each
other to build new opportunities for income generation. Most
of the SHGs start without any outside financial capital by sav-
ing regular charity by the members. These offerings can be
very small (e.g. 10 Rs per week). After a period of regular
savings (6 months to one year) the SHGs start to give loans
from savings in the form of small in-house loans for micro en-
terprise activities and spending. Only those SHGs that have
utilized their own funds well are assisted with external funds
through linkages with banks and other financial mediators.
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A Self-help group consists of 10 to 15 women from the same
village which may be registered or unregistered. It naturally
comprises a group of women having homogenous social and
economic conditions; all willingly coming together to save reg-

ular small sums of money, mutually in accord to contribute to
a common fund and to meet their crisis needs on the basis of
communal help. The NGO’s and Government agencies pro-
vide business training to learn basic business and account-
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ing skills. They pool their wealth to become financially stable,
captivating loans from the money collected by that group and
by making everybody in that group freelance. The group mem-
bers use collective insight and peer pressure to ensure proper
end-use of credit and timely settlement. This system elimi-
nates the need for collateral and is closely associated to that
of concord lending, broadly used by microfinance institutions.

Growth of Self Help Group in India

The Self Help Group (SHG) in India has come extensive way,
since its origin in 1992. The spread of SHGs in India has been
extraordinary. It has made exciting progress from 225 groups
in 1992 to some 16, 18,456 groups that have taken loans from
banks. About 69.53 lahks SHGs have gained access to proper
banking system through SHG-bank linkage programme and
90% of these groups are only women groups. Self-Help Groups
helps to empower the rural women with savings and credit serv-
ices, have taken off thoroughly in India, where an expected 25
million women are members. They are benefited socially and
economically, SHGs women to become active in village affairs;
or take action against domestic violence, the dowry system, or
the lack of schools, etc. The growth of SHG and loan distributed
to SHGs from 1992-93 to 2009 -2010 are given in Table 1.

Table 1

The progress of SHG bank linkage program from 1992-03
to 2009- 10

(Amount in Rupees Crores)

No of Percent- |Loan In- Percent-
Year SHG [Increase |;00 Amount |crease |age
1992-93 (255 |- - 0.29 - -

1993-94 (620 |365 143.14 |0.65 0.36 |124.14
1994 - 95 (2122 (1502 242.26 |2.44 1.79 |275.38
1995-96 (4757 |2635 124.18 [6.06 3.62 |148.36
1996 - 97 (8598 (3841 80.744 |11.84 |5.78 |95.38
1997 - 98 (14317 |5719 66.515 |23.76 |11.92 |100.68
1998 - 99 (32995 (18678 |130.46 |57.07 [33.31 [140.19
1999 - 2000(114778|81783  |247.86 |192.98 |135.91 [238.15
2000 - 01 |263825 |149047 |[129.86 [480.87 |(287.89 (149.18
2001 - 02 |461478 197653 |(74.918 (1026.34 |545.47 |113.43
2002 - 03 |717360 |255882 |55.448 [2048.67 (1022.33(99.609
2003 - 04 |1079091 |361731 |50.425 (3904.2 [1855.53(90.572
2004 - 05 |1618456 |539365 |49.983 [6898.46 (2994.26 |76.693
2005 - 06 |2238565 |620109 |[38.315 [13975.43 (7076.97 [102.59
2006 - 07 |2924973 |686408 |30.663 [18040.74 (4065.31(29.089
2007 - 08 |5010000 |2085027 |71.284 [22268.32 (4227.58 |23.434
2008-09 (6124000 {1114000 [22.2355 |22679.84 [411.54 (01.848
2009-10 (6953000 {829000 [13.5369 |28038.28 [5358.44 (23.626

Source: SHG Statistics of NABARD

Table 1 shows that the SHG bank linkage program was
started during the year 1992 with 255 self Help Groups. The
loans were distributed to the SHGs were rupees 29 lakhs.
The same was increased to 28038.28 cores during the year
2009 - 10. The number of SHGs also drastically increased to
6953000 during the same year.
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The SHG has given individuality, access to information, and
bargaining power to the women community. Some benefits to
members are:

It is the platform for poor women to discusses and solve
their financial problems;

Serving members to manage cash deficits preserve food
intake and overcoming emergencies, leading to improve-
ment in quality and productivity of their resources;

It keeps its members away from money lenders, particu-
larly to meet food and health emergencies;

It improves the investment capabilities, wealth creation
and risk bearing capabilities and also branch out their oc-
cupations;

It promotes leadership qualities among its members;

Fostering women, even from conservative communities
and regions, to interact with outsiders, particularly offi-
cials, including men; and

Establishing the linkage between banks and marginalized
citizens, especially the women.

An economically poor individual gains strength as part of
a group. Besides, financing through SHGs reduces trans-
action costs for both lenders and borrowers. While lend-
ers have to handle only a single SHG account instead of a
large number of small-sized individual accounts, borrow-
ers as part of an SHG cut down expenses on travel (to &
from the branch and other places) for completing paper
work and on the loss of workdays in canvassing for loans

Conclusion

The women Self- help groups are the major players in the
rural development and through self help group the women
are empowered. Financial institution like banks and non-gov-
ernment organizations are the financial supporter or micro
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credit providers for the women those who are really poor. An literacy levels are improved. The system of SHG has proven
increasing number of poor women in India are the members to very suitable to the poor and vulnerable women community
of SHGs and they are actively engage in savings and credit. in the society and this system breaks the exploitation and iso-
The SHG women’s are empowered economically and socially lation of women from men.

through group activities and also their managerial skills and
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