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General Studies – 2; Topic:  Development processes and the development industry- the 
role of NGOs, SHGs, various groups and associations 
 

Role of SHGs 
 

1) Introduction 

 A self-help group (SHG) is a village-based financial intermediary committee normally consist of 10–
20 local women or men.  

 When the formal financial system fails to help the needy, then small groups volunteer to cater to 
the needs of the financially weak by collecting, saving and lending the money on a micro scale.  

 SHGs have gained wide recognition in most developing countries in Asia where their presence is 
quite pervasive. 
 

2) Background 

 It all started with the Garmin Bank of Bangladesh, it is a people bank formed by the poor to provide 
easy loans for themselves.  

 Thousands of the poor and the marginalized population in Bangladesh are building their lives, their 
families and their society through Self help groups. 

 The Bank-SHG Linkage Programme was started at the initiative of NABARD in 1992 to link the 
unorganised sector with the formal banking sector. 
 

3) Need of SHGs 

 To make the people of below poverty line self-reliant 

 To increase their income, standard of living and status in society 

 To reap the advantage of socialism 

 It is considered as a means to empowerment. 

 Women's earnings positively affect the incidence and the security of poverty.  
 

4) Objectives and Functions 

 To save small amount of money regularly 

 To have collective decision making  

 To provide collateral free loans with terms decided by the group at the market driven rates. 

 Enabling members to become self reliant and self dependent 

 Enhancing the social status of members by virtue of being members of the group 

 Developing and enhancing the decision making capacity of members 

 Promoting literacy and increasing general awareness among members. 
  

5) Achievements 

 SHG Bank Linkage Programme (SHG BLP), the initiative of Financial Inclusion by NABARD completed 
25 years 

 The SHG Bank Linkage Programme has helped poor women source collateral-free loans totalling Rs 
61,000 crore from the banking system 

 SHG-bank linkage programme has become an excellent model for rural poverty alleviation and 
women empowerment. 

 SHGs have taken up income generating activities and focused on asset creation which gives them 
regular income  
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 NABARD has empowered women SHGs to take up integrated farming to increase the family income 

 Research shows that women's group’s participatory learning and action has shown reduction in 
maternal mortality and neonatal mortality. 
 

6) Government Initiatives 

 SHGs are the major component of Swarnajayanti Gram Swarojgar Yojana (SGSY) to provide credit 
and subsidy to create income generating assets. 

 The 9th five year plan emphasised on the promotion of SHG. 

 The government launched Mahila-e-haat an online marketing platform for women.  

 Women SHGs Development Fund to address issues related to imbalances and State wise disparities 
in the SHG Bank Linkage programme.  
 

7) Limitations 

 Uneven spread of the SHGs across the country 

  Limitations of promoters to provide capacity building and other necessary inputs at a desired scale 

  Inability to take up larger issues of gender and social inequality, etc 

 Inability of banks to understand and accommodate the needs of the SHGs in some parts of the 
country, especially in under serviced regions. 

 Inability to take up livelihood promotion 

 Women face denial of services if they do not approach the provider in groups. 
 

8) Way Forward 

 Employment in the large unorganised sector can be improved if banks channelise funds through the 
self-help groups (SHGs) 

 Linking the SHG members to other social security schemes like Pradhan Mantri Jeevan Jyoti Bima 
Yojana, Pradhan Mantri Suraksha Bima Yojana and Atal Pension Yojana. 

 Womenfolk must play a crucial role in achieving open defecation free (ODF) villages, participate in 
the planting and protection of sapling. 

 There is a need for decentralized capacity building and support services in order for the SHG 
movement to thrive.  

 For every 5-10 SHGs, there must be a mentor that emerges from the movement itself. 

 There is a need for continuous innovation to promote growth and ensure sustainability. 

 There is a great potential if the movement is supported with a vision and strategy. 
 
 


