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ABSTRACT 
To achieve equal and inclusive development of any nation, it is needed that each section of society should get the 
benefits of economic growth. Generally the poor and illiterate segment of society is left out of the economic growth 
and remains unattended from growth process. They are not aware of financial systems and instruments; they don’t 
have collateral securities and are not aware how to reach to the banks and funding agencies. To achieve balanced 
economic growth it is required that this segment of society be linked with the economic mainstream. Self Help 
Groups (SHG) and SHG-Bank Linkage Programs are effective tools to achieve uniform economic growth. This 
research paper helps us understand how a SHG helps in empowering rural masses. SHGs can be defined as “a 
village-based financial intermediary committee usually composed of 10–20 local women and/or men”. 
As the members of SHG are from similar socio-economic background they have good group cohesiveness. It is seen 
that with the help of SHG, villagers come to know about new technologies and resources which results in rise of 
their social status, decision making power, understanding and awareness about social issues. A significant change 
in their social status is visible with increase in the income and they are able to save some spare money. Self 
confidence and decision making power increases. It is evident from this study that the SHG linked microfinance 
programs have better reach and are effective in poverty reduction, employment generation and over all rural 
empowerment. The purpose of this paper is to  suggest the ways to strengthen the effectiveness and efficiency  of 
SHG.  
 
KEYWORDS: Microfinance, Self Help Groups, Rural Empowerment, Rural masses, Group cohesiveness, Socio 
economic development. 
 

Background and Introduction 
India is one of the fast growing economies of the world. It maintained good GDP rate in past years which indicate 
fast development. Even during the recession when developed countries are seeing a drastic drop in growth rate 
India is maintaining good  GDP ,then many developing as well as developed countries. Though the other fact is, 
India still is home of the largest population of poor in the world. The main reason behind this is the disparity 
between the rich and poor in India. For equal and inclusive development of any nation, it is needed that each 
section of society enjoys the benefits of economic growth. Generally the poor and illiterate segment of our society 
is left out of the economic marathon and remains unattended from growth process as they are not aware of how 
to get benefit of economic growth. They are not aware about financial system, financial instruments, they don’t 
have collateral securities and are not aware how to reach to the banks and funding agencies. All India debt and 
investment survey reports, NSS 59 Round, Report No.501  reveals that  of the rural households accessed debt 
either from formal and informal sources. From this number 57.1% depend on institutional credit channels and  
42.9% still depend on informal credit channels .i.e.  moneylenders, shopkeepers and relatives. For holistic 
economic development of the nation it is needed that both rural and urban area should have equal opportunities 
and benefits of the different schemes and facilities provided by the government. 
In the recent years Microfinance has come up as a very effective development tool as it  provides small amount 
and covers a large population. It is a small scale financial service that provides credit for self employment, savings 
and technical assistance to the poor persons. It includes variety of financial services like micro credit, micro savings 
and micro insurance. Microfinance provides small amount and covers a large population. 
Microfinance is one of the tools provided by the government which can help this segment of society to access the 
formal credit system to fulfill their financial needs and  reach the  trajectory of growth highway. Though, there are 
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different models for microfinance , the self-help-group (SHG)-Bank Linkage Programme has emerged as the major 
microfinance program in the country. It is being implemented by commercial banks, regional rural banks (RRBs) 
and cooperative banks and NGO’s. The SHG’s speed up the rural development as funding agencies and rural 
masses both involve in development process. 

Review of literature:- 
There are some recent studies focusing on financial flows of the poor.  
Amarjeet Kour in her research found out that SHGs have emerged as an alternative development strategy to 
promote the common interest of weaker section. At present the Govt. of India is making strenuous effort to 
remove the defects in the rural structure and is attempting rural reconstruction by solving social, economic and 
agricultural problems of the villages. 
Dr. Murlidhar A. Lokhande’s research on Micrfinance Initiative in India reveals Microfinance program has a 
significant role to play in Indian economy for boosting micro entrepreneurial activity for creating positive assets 
coupled with employment generation. In order to cover all the poor households, particularly, BPL households 
there is need for providing full support by government, financial institutions and NGOs to SHG program.   
Jude L. Fernando (Microfinance: Peril and Prospects) demonstrate how microfinance, as a market-friendly 
approach to development, coincides with the global trend towards diminishing the role of the state in socio-
economic development, basic healthcare, education and welfare with help of SHG. 
Swarnjayanti Gram Swarozgar Yojana (SGSY) was started on 15th April 1999 by the Govt. of India, in which self help 
groups were established to participate the development of rural. In these programmes, persons of the same 
thoughts i.e. minimum 10 and maximum 20 come together and form the self help groups, enthusiastically to work 
for self employment and eradicate their poverty, self help group movement was started in Maharashtra to 
increase income of families which are below the poverty line, to solve the finance problem of the women in rural 
area to have develop rural area by taking the functional support of women. 
K.P. Bairagi and H.L. Ghorpade (2008) in his paper "Self help group – A Microfinance : Emerging horizon", stated 
that the microfinance is the important source for 
poor to their socio-economic development. SHG is one of the important agencies 
providing microfinance to the poorest in the society. Formation of SHG will encourage the rural and urban poor to 
uplift their socio-economical development. There should be a positive role of NGO and strict regulation about 
administration of SHG. 
Ojha (2001) in his article ‘Self Help Groups and Rural Employment’ 
Says that the self help group is an effective model for development of rural masses.  
Ranjula Bali Swain in his book ‘The Microfinance Impact’ says that  Financial inclusion through microfinance has 
become a powerful force in improving the living conditions of underdeveloped people. The book reveals that the 
National Bank of Agriculture and Rural Development (NABARD) has covered up to 97 million poor households by 
March 2010 under its Self Help Group Bank Linkage Programme. Policy-makers have found that SHGs as ‘the most 
potent initiative ... for delivering financial services to the poor in a sustainable manner’. 
Dr. Seema Tyagi’s research on strategic model of effective functioning of SHG says that it has been seen that any 
program of whatever magnitude and kind diminishing once the agencies and schemes start withdrawing. In order 
to constantly boost up the spirits of members and build trust and confidence among them the facilitator must be 
an integral component of the effective SGH functioning. 
Dr. B.K. Mohanty in his study on “SHG movement- An emerging social innovation of Micro Financing emphasized 
on the importance of savings” stated that as organized banking do not reach economically active rural poor their 
saving which can convert into loans remains untapped. 
In this research paper we will discuss SHG’s and rural empowerment through SHG as SHG’s emerged as an most 
powerful program in rural development. 
Key terms 
Self Help Groups: 
The SHG is comprises of ten to twenty people of similar socioeconomic back ground. Having low saving capacity 
and who depend on money lenders for meeting their consumption needs and social obligations. 
Empowerment: 
Empowerment is a social action process that promotes participation of people, organization and community in 
gaining control over their lives in their community. 
Rural Development: 
Rural development in general is used to denote the actions and initiatives taken to improvethe standard of living in 
non-urban neighborhoods, countryside, and remote villages. These communities can be exemplified with a low 
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ratio of inhabitants to openspace. Agricultural activities may be prominent in this case whereas economic activities 
would relate to theprimary sector, production of foodstuffs and raw material. 
 

Functioning of SHG: 
1. Each SHG has their own rules and regulations, rate of interest, repayment schedule and savings. 
2. Each SHG maintain the record of accounts comprises of savings of each member, loan amount, repayments 

by the members, passbooks, and minutes register etc. 
3. Each SHG has its leader which may or may not change periodically. 
4. Each SHG has to identify a social issue and communicate it to the Panchyat Samiti and work upon it. 
5. When the SHG performs well in the terms of repayment and funding it links with the schedule or rural bank 

in that area. 
6. It provides funds for various needs like consumption, health, social needs, purchasing of farming equipments, 

toolkits for artisans etc. 
 

Need of SHG in Empowerment and Rural Development 
There is urgent need of empowering the rural masses. Rural mass use small loans to establish business, generate 
income and fulfill social needs. SHG’s provide them loan, resources, training and market for their produce. 
Especially the woman members are benefited a lot from micro-finance because it gives them an independent 
means of generating a source of income and becoming self-reliant in a society that does not offer them much 
scope for entrepreneurship.  Various case studies show that there is a positive correlation between credit 
availability and rural empowerment. 
Rural people who are associated with self-help group activity positively succeed to become empowered with 
increased income levels, leading to greater levels of economic independence as well as access to networks and 
markets giving wider experience of the world, access to information and possibilities for development of other 
social and political roles which leads to over all rural development.  

Objective of study: 
1. The study has been undertaken with the following objectives: 
2. To examine the economic and social status of members pre and post SHG involvement. 
3. To find out effectiveness of SHG in empowerment of their members. 
4. To suggest the ways to improve the functioning of SHG’s 
Research Methodology: 
The area of study is Udaipur District. Primary data is collected by interview and questionnaire filled by the 
respondents. Secondary data was collected from journals, newspapers, annual reports of the NGO’s. To conduct 
systematic study, multi-stage technique is used according to this technique four out of seven subdivision of 
Udaipur District were considered. From these four subdivisions four tehsils were chosen on random basis, from 
these four tehsils two villages from each tehsils were taken into consideration, so total eight villages were chosen 
to study. From each village two SHG’s and from each SHG four members were selected deliberately. 

Empowerment of Individuals through SHG’S 
Self Help Groups are formed by the individuals of same socioeconomic background. 
It helps to make poor capable socially and economically and increase decision making capabilities and confidence 
level in them.  
Employment of individuals Pre-SHG and Post-SHG Stage. 

SHG Pre Stage Post Stage 

No employment 24 (37.5%) - 

Rearing Cattle and dairy 8 (12.5%) 16 (25%) 

Shop 4 (6.25%) 8 (12.5%) 

Pottery Making 4 (6.25%) 8 (12.5%) 

Brick Making 4 (6.25%) 4 (6.25%) 

Handicrafts 8 (12.5%) 16 (25%) 

Agricultural Labor 8 (12.5%) 8 (12.5%) 

Other income generating Activity 4 (6.25%) 4 (6.25%) 

Total 64 (100%) 64 (100%) 
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From the above table it is observed that 37.5% of respondents had no occupation in pre SHG stage. In the post 
SHG stage all members got employed in various activities like rearing cattle, handicrafts, pottery making, dairy etc  
as SHG helped the members in several ways like by providing funds, training, information, good quality seeds etc. 

Positive changes on the individual after the membership of SHG.  
 

Positive changes  Opinion  Total 

 Yes No No comment  

Development in Saving habits 48 (75%) 12 (18.75%) 4 (6.25%) 64 (100%) 

Development in Leadership quality. 32 (50%) 24 (37.5%) 8 (12.5%) 64 (100%) 

Fulfillment of socio-economic needs 44 (68.75%) 4(6.25%) 16 (25%) 64 (100% 

Enhancement in confidence level 28 (43.75%) 12 (18.75%) 24 (37.5%) 64(100%) 

Satisfactory dissolution of grievances 28 (43.75%) 16 (25%) 20 (31.25%) 64 (100%) 

Increased knowledge about better technology in 
farming 

40 (62.5%) 8 (12.5%) 16 (25%) 64(100%) 

Provision of help like Training and toolkits   32 (50%) 16 (25%) 16 (25%) 64(100%) 

Increase in Income  48 (75%) 8 (12.5%) 8 (12.5%) 64 (100%) 

Development of decision making skills. 40 (62.5%) 8 (12.5%) 16 (25%) 64 (100%) 

Better management of funds like repayments. 44 (68.75%) 12 (18.75%) 8(12.5%) 64(100%) 

 
From the above study it is evident that the rural mass get several benefits from the SHG’s, it helps them to get 
employment, increase saving habits in them, increase income level, increase decision making power, properly 
resolve grievance, fulfill their fund requirement for social needs and income generation purpose. 
It was also observed that after membership of SHG their level of income raised, saving habits developed and 
repayment of loans was manageable. 

Effectiveness of SHG in empowerment of its members 

Impact on individuals Yes No No comment Total 

Increase in Income 48 (75%) 8 (12.5%) 8 (12.5%) 64 (100%) 

Increase in analytical and decision making power 40 (62.5%) 16(12.5%) 16 (25%) 64 (100%) 

Knowledge and skill development 36 (56.25%) 12 (18.75%) 16 (25%) 64 (100%) 

Awareness about socio-economic developments. 44 (68.75%) 8 (12.5%) 12 (18.75%) 64 (100%) 

Increased contribution in village development 40 (62.5%) 8 (12.5%) 16 (25%) 64(100%) 

 
Findings of the study: 
1. SHG plays an important role in rural empowerment. It helps in developing savinghabits, provide skills and 

opportunities for income generation. 
2. The untouched rural mass comes into the main stream of economic development. 
3. It increases the leadership qualities, decision making habits, self confidence among therural people. 
4. SHG provides a platform to the rural people not only to discuss their own problem but also the social issues 

related to the village. 
 
Suggestions: 
 
On the basis of above study a need for the following was observed to further strengthen SHGs. 
1. More FII’s and NGO’s should come forward to develop SHG’s and manage their functioning effectively.   
2. The panchayat and other governing bodies should link with SHG’s to resolve the social issues related to village. 
3. A system should be developed to ensure periodic meeting, regular attendance, and  penalty to late comers or 

absentees, or rewards to the punctual and regular member to encourage the members maintain discipline in 
the SHG. 

4. Participation of each member in the group decision making should be encouraged so that group cohesiveness 
increases. 

5. Some social issue like child marriage, child labor, health, education, infrastructure development should be 
raised so that overall development of village and community takes place. 
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6. The government and NGO’s should provide market to the farm and handicraft products produce by SHG to 
encourage the members in increasing their income. 

 

CONCLUSION: 
The SHGs play a significant role in socio-economic development of the untouched masses of villages. They are 
helpful in empowerment of rural masses comprising of woman, artisan, peasants, marginal labors, unemployed 
rural youth etc. As the SHG’s are the groups of similar socio-economic background they have good group 
cohesiveness. This study reveal that the SHG members feels that their  income level increases, saving habits 
develop, they are aware about new technologies and resources,  their social status raises, decision making power 
increases, awareness about social issues increases. So it is evident from this study that the SHG linked microfinance 
program have better reach and are effective in poverty reduction, employment generation and over all rural 
empowerment. 
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