
 
 

 

 

 

 

 

 

 

 

 

 

Introduction 

Self Help Groups are groups of 10-20 people in a locality formed for any social or economic 

purpose. Most of the SHGs are formed for the purpose of better financial security among its 

members. SHGs can exist with or without registration. SHGs in India often work in 

association with Banks (SHG Bank Linkage Programme). The same is basis of Indian Micro 

finance Model too. SHG  Bank Linkage was started in India in 1992 under the guidelines of 

NABARD and Reserve Bank of India. 

Benefits of SHGs 

1. Gender empowerment. 

2. Weaker castes and minority empowerment. 

3. Poor people empowerment. 

Statistics of SHGs in India 

 80 lakh SHGs with active bank linkages in India. 

 Involvement of 10 crore people of India. 

 Aggregate bank balance of Rs.6500 crores. 

 90% SHGs in India consist exclusively of women. 
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Role of Self Help Groups 

 Income generation for poor. 

 Access to banks for poor,financial inclusion. 

 Against Dowry, Alcoholism etc. 

 Pressure group in Gram Panchyats. 

 Social Upliftment of marginal sections. 

 Upliftment of women.  

Issues with SHGs and microfinance : 

1. Multiple lending: 1 SHG borrows from multiple MFIs. 

 2. High rate of interest charged: Sometimes over 50% thus leading SHG into default.  

3. Coercive practices used to recover loan. 

 4. Unsustainable nature of SHGs: Even in SHG federations. SHGs remain dependent upon 

their sponsor NGO or govt. 

5. Low productivity and low skill set: SHGs indulge only in subsistence wage activities. 

Skills required are only rudimentary. 

 6. Concentration in rural and southern areas.  

7. Increasing politicization: This may defeat the participatory nature of SHG and its entire 

concept. So governments should only create an enabling framework and not interfere too 

much. 

Suggestions : 

1. NABARD’s mandate to support SHGs should be extended to peri-urban areas and urban as 

well to capture the migrants. 

2. Skill development, technological progress encouraged.  

3. Malegam Committee recommendations: 24% cap on interest charged, 12% cap on margin, 

only 1 MFI lend to 1 SHG, transparent fees. 


