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In this paper we have tried to analyse how microfinance has been used by banks as a 
strategic tool to bring those who were deprived of mainstream banking into its fold. The 
major focus of this study is on how microfinance has influenced the entrepreneurship 
avenues available to the members of SHG-Bank Linkage Programme. Finally the impact 
of this innovative tool on the employment days of the people of Maharashtra especially 
Vidharbha Region has been dealt with. 
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1.INTRODUCTION 

The social, political and economic system prevailing in our country is undergoing rapid 
changes. One such sector which has the capability to revamp the social and economic 
system that has fetched the attention, of many, these days is microfinance. Due emphasis 
is being laid on facilitating the poor especially women, an access to microfinance which 
is assumed to bring about economic empowerment, increased well-being for them and 
wider social and political empowerment. 

The present conditions of microfinance delivery thus affect LIG segment’s ability to use 
microfinance in increasing their incomes and controlling these incomes. Currently 
debates are going on at various levels on the issue of interest rates, the necessity to cover 
costs of service delivery and access questions. The current complacency regarding the 
levels of interest which may be charged is misplaced in programmes accessing 
development funds claiming to maximize contribution to poverty alleviation and 
empowerment. 

The high level of dependence of the socially and economically deprived sections of the 
society on non-institutional sources continued despite a rapid growth of banking network 
in the past five decades. Although since the beginning of early 1970s the branch network 
of formal financial institutions has expanded, a large segment still remained outside the 
banking fold especially for its credit requirement. Thus a need was felt to devise 
alternative policies and mechanisms to reach the banking facilities to satisfy the needs of 
the poor. ‘In this context micro finance interventions were recognised all over the world 
as an effective tool that could raise incomes, contribute to individual and household 
security and change social relations for the better’(Annual Report RBI).  

Abstract 
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NABARD, APRACA and ILO had carried out studies on the informal groups promoted 
by Non - Governmental Organizations. These studies found that Self-Help Savings and 
Credit Groups have the potential to bring together both the formal banking and rural poor 
for mutual benefit. In light of this study NABARD initially launched a pilot project in 
1992 envisaging synthesis of formal financial system and informal sector. NABARD, 
vide its circular letter No.NB.DPD.FS.4631/92-A/91-92, dated 26 February 1992, issued 
detailed operational guidelines to banks for implementation of the project.  

The success of the pilot project lead to mainstreaming of SHG Bank Linkage programme 
in 1996 as a regular banking activity. Starting with linking of just 255 SHGs with banks 
in 1992 it has reached to linking of 85.76 lakh savings linked SHGs and 48.5 lakh credit 
linked SHGs covering 10  crore households by 2017. The success of microfinance 
programs ‘relies heavily on the notion that borrowers can utilize their social capital to 
overcome many of the problems associated with asymmetric information in credit 
markets. A number of studies have been done on microfinance which talk about its ability 
to reduce poverty but however very few studies talk about its effect on employment. Thus 
in this paper we have tried to study how microfinance affects the employment 
opportunities available to the beneficiaries of SHGs and their families.. 

2.OBJECTIVES 

• To understand the role of microfinance as a strategy of banks in extending 
financial services to those who are deprived of mainstream banking institutions.  

• To examine whether microfinance provided by Financial Institutions have 
facilitated the process of Fostering growth of self-employment & self-
entrepreneurship. 

• To elicit the opinions of SHG beneficiaries on microfinance and its effect on self-
entrepreneurship in the Vidharbha region of Maharashtra. 

• To assess the impact of microfinance on the self-enterpreneurship skills of 
beneficiaries of SHG-bank linkage programme in Maharashtra especially 
Vidharbha. 

3.LITERATURE REVIEW 

Anushree Sinha et.al6in the present study tried to assess the impact of SHG-Bank Linkage 
Programme on the socio economic conditions of individual members and their 
households in the pre-SHG and post-SHG situations. The study covered six states Andhra 
Pradesh, Karnataka, Maharashtra, Orissa, Uttar Pradesh and Assam. It was found that a 
considerable improvement has occurred in the socio-economic conditions and reduction 
of poverty of SHG members and their households. It is further found that net income 
between the pre-SHG and post-SHG has increased. Apart from high savings in SHGs 
own funds the share of household were 28.5 per cent in banks followed by 17.6 per cent 
in Life Insurance Corporation and 8.6 per cent in post offices. Over all it’s reported that 
this programme empowered women members, contributing to increased self-confidence 
and positive behavioural changes in the post-SHG period as compared to pre-SHG 
period. 

Kenneth KaomaMwendaand Gerry NkomboMukka10 in this paper tried to establish a link 
between MFIs and two major Millennium Development Goals i.e poverty eradication, 
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empowerment & equality of women. For study four cases have been selected of MFIs in 
Africa namely: The Cooperative league of the United States of America (CLUSA) 
Zambia, Financial Services Cooperative (FSC) South Africa, Lending to rural women’s 
groups in Mali and CARE’s KupfumaInshungu Program Zimbabwe. In developing 
countries the important connection between agriculture and poverty is that nearly 70 per 
cent population of Africa, lives in rural areas.  

The study is totally based on secondary data, attempts to highlight poverty link to the 
discussions on MFIs. The observation put fourth is, this is a continent with vast 
endowments in natural resources which includes land about whose future they are 
optimistic. It’s suggested that combining micro-finance schemes with parallel 
complementary programmes at the local, national, regional and multi-national level can 
be an aid to battle for eradication of poverty from the lives of one billion poor people 
world over. 
 

M. M. Fasoranti15 from the  department of Economics, AdekunleAjasin University, 
AkungbaAkoko, Ondo State, Nigeria had tried to examine the influence of micro credit 
on macroeconomic variables of respondents in his paper “The Influence of micro-credit 
on poverty alleviation among rural dwellers: A case study of Akoko North West Local 
Government Area of Ondo State”.(19th April 2010, AJBM) Ondo State Micro-Credit 
Agency stimulates appropriate economic activities in various local government areas with 
an aim to raise the level of productivity of low income earners and rural dwellers. Here 
an attempt has been made to study the role of OSMA activities in bringing about poverty 
alleviation.  

The area of study is Akoko were the major population belongs to Yoruba race engaged in 
agriculture, petit trading, barbing, fashion designing, hair dressing and handicraft.  They 
have used a well structured questionnaire to collect primary data from 120 respondents 
from Ariidi and Okeagbe, the data was analysed using qualitative methods. In his study 
Fasoranti found that a large number of the recipients were economically employed after 
the introduction of the poverty alleviation programme. Further it’s found that 40, 33.3 & 
26.7 percent had primary, secondary and higher secondary education respectively but 
almost 40 percent of them had no specific occupation. The living condition of most of 
them was not really good as above 90 percent are staying in face-me-I-face-you kind of 
dwelling unit with almost 50 percent consuming only carbohydrates missing  either 
breakfast or lunch. The results of this study indicate positive influence on macro 
economic variables such as income savings, consumption expenditures and assets 
acquisition of the rural dwellers.    
 

Malik Muhammad et al16 have tried to analyse the impact of Village Group Financial 
Services by the first microfinance bank on poverty reduction and empowerment of 
women in rural area of district Gilgit. The sample was selected using stratified random 
sampling technique. From the district Gilgit 5 villages were selected including 20% of the 
total beneficiary population from each stratum. Equal number of samples from the five 
villages were chosen for control group following score card of treatment group. Using 
field survey questionnaire was designed, to collect primary data from 200 female 
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respondents (100-treatment group & 100-control group) were selected through multi-
stage, disproportionate, stratified sampling technique. Using Mean Difference model of 
impact evaluation, the study results show that microfinance services of (FMFB) has 
significantly contributed towards women empowerment by influencing women’s 
decision-making power and enhancing their overall socioeconomic status. 

According to this study the First Microfinance Bank’s microfinance program, particularly 
it’s Village Group Financial Services, have a significant positive impact on the 
empowerment levels of treatment women in district Gilgit. The study results show 
significant and positive differences between treatment and control women on the 
economic, income, asset, education and health and social empowerment aspects. The 
study further indicates that when women participate in income generating activities it 
affects positively their participation in household decision making. It also finds that there 
is increase in household income as they become an earning hand to their family. 
Moreover, results based on score card show that fund provided through VGFS is reaching 
to the poor segment of the women in district Gilgit. Using PKR 1505 per capita per 
month, the results show that program helped in reducing poverty to a significant level. 
 

Study by Paul Mosley et al21uses interview data from 45 clients to examine the social and 
economic impact of three micro finance institutions in Glasgow, Sheffield, and Belfast.  
MFIs loans are reaching the target groups i.e the ‘financially excluded but bankable’ 
exerting an impact on poverty and social exclusion, helping build social networks that 
reduce interpersonal risk. Over a period of two (2000-02) years 0.67 are reported to exit 
from unemployment by the use of loans. Hope is expressed that if this ratio holds out of 
the sample also then the absence of microfinance could leave 22,000 individuals 
unemployed (national unemployment total will be higher by about 2.4 per cent). They 
examined that loans of microfinance organisations bring saving of about £ 0.4 million on 
social security payments this implies an annual saving of £ 250 million (1.4 per cent) on 
total social security budget. It emphasises that in order to achieve this the microfinance 
organisations should move ahead of business loans coming up with diversified products 
such as consumption loans, micro- insurance, and equity; particularly in rehabilitation of 
run- down council estates. 

 
RusdyHartungi26, has used the case study method to understand the factors contributing 
to the success of micro finance institutions in developing countries. Data was collected 
from 57 BRI unit desa, 9 branch offices and its main office Jakarta using interview 
method between August & September 2003. The critical success factors method is used 
for analysis. He reports that BRI’s village units with subsidized credit saw a decline in 
credit repayments and credit tended to be disbursed to wealthier farmers. Many scholars 
in development argues that the key to promoting an efficient and dynamic development 
institution such as MFI is to create an environment in which these institutions may 
prosper without long-term dependence on external support itself (Adams et al., 1983; 
Buss, 1999; World Bank, 1997). Subsidies have given time to these programmes to 
develop approaches, scale, staff and client experience so as to move towards self-
sustenance even by charging high but still affordable interest rates. His research shows 
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that BRI has been innovative in choosing collaterals, credit being interesting for the lower 
class community and working as compensation in case of default ensuring the 
sustainability of MFIs. So innovation is needed to make micro finance program attractive 
for clients to avail loans for productive purposes without pushing them into the debt trap. 
 
Tonya Knight et.al38in this article explore the applicability of microfinance to the 
commercial banking system in Barbados. The government intervention in Caribbean 
specially with respect to microfinance and setting of interest rates has distorted the 
market and decreased the demand for microfinance. The method of investigation used 
was a mixture of structured and unstructured questionnaires and interviews to get insight 
into the practices of micro finance and the advantages and disadvantages of introducing 
micro finance in the commercial banking system.  

 
The study puts forth that the Caribbean International Bank (CIB) has provided 

funds to microfinance institutions in support of small and micro enterprises but 
microcredit has not been incorporated into its operations. The possibility of the formal 
introduction of micro finance programme in the banking sector in Barbados is highly 
unlikely at this time. The poor repayment culture in the Caribbean as well as the highly 
interventions nature of Caribbean government in setting of interest rates, resistance from 
banking employees, disapproval by shareholders; requlatory requirements with regard to 
unsecured lending and interest rates are hindrances in this process. 

 
It’s observed that the characteristics of poverty in Caribbean are rural, young and female. 
The partnership between banks and MFIs as means of uniting the resources of 
commercial banks with the extensive community involvement of the MFIs could provide 
several commercial opportunities to improve the standard of living of the poor in 
Barbados. They argue that the integration of microcredit into the banking and credit 
schemes of commercial banks and microfinance institutions is a key to promoting good 
governance. 
V. Puhazhendi& K.C. Badatya40had carried out a study for impact assessment of micro 
finance channelized SHG-Bank Linkage Programme implemented by NABARD since 
1992 in three districts Orissa, Jharkhand &Chattisgarh. For study primary data was 
collected from 115 members in 60 SHGs. They have analysed and compared the socio-
economic conditions of the members between pre-SHG and post SHG situations to 
quantify the impact. It was found that this programme has made significant contribution 
to social and economic improvement of the member households of SHGs. They had 
given an access to varied savings products to SHG members especially suitable to rural 
poor which has facilitated increase in rate of savings from ₹ 952 to ₹ 1863. However 
they found the perceptible change in the loaning pattern as being more production 
oriented loans during post SHG situations as compared to consumption oriented loans 
during pre-SHG situation, which was mainly due to SHGs and training provided under 
the SBL programme. It also indicates remarkable improvement in social empowerment of 
SHG members in terms of self-confidence, involvement in decision-making, better 
communication, etc. 

In this paper “Microfinance in Developing Economies: A micro-level study in India”48an 
attempt has been made to study the role of Microfinance in India, where about 40% of 
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population lives below poverty line and 51.4% do not have access to credit provided by 
the banking system. The author has carried out a micro-level study which aims to study 
the effectiveness of the Microfinance scheme at the grass root (village level). The main 
objective is to study the extent to which Microfinance is made available to the poor 
people to come out of the morass of poverty and improve the quality of their lives. The 
study shows an increase in income level after joining the group. Now it is that 87.81 per 
cent members were in the income group above 10,000 after joining the programme the 
number has gone to 90.2 percent. The average bread winners have increased from 0.5 
before joining SHGs to 1.32 after joining the scheme. It is concluded that SHG scheme 
has helped to create employment for members of SHGs. 

4.RESEARCH METHODOLOGY 

This section discusses the methodological aspects of this study. It speaks about the 
methods and type of data collection. The description of the sample chosen for study and 
the working out of sample size is also given.   

4.1 Sampling Technique 

The Vidarbha Region is spread over two revenue divisions Amravati and Nagpur having 
11 districts. For the purpose of study one Revenue Division i.eNagpur has been selected. 
From this Revenue Division 3 districts were selected for study. These districts are truly 
representative of the Region under study covering a wide geographical area of the 
Vidarbha Region with Nagpur being the second capital of the State of Maharashtra. The 
Chandrapur district is much closer to the bordering State of Andhra Pradesh where 
microfinance has grown in leaps and bounds. This district also happens to have the 
maximum number of SHGs in this Region. Of the 6 distressed districts of this Region 
only one falls in this Revenue Division i.eWardha which has shown improvement in the 
last few years. 

The sample covers approximately 0.1% of the total SHGs of this Region and represents 
nearly 0.2% of the total SHGs from the three districts covered under study i.eChandrapur, 
Nagpur and Wardha. In each of these districts, areas having more concentration of the 
socially and economically deprived sections of the society were chosen. 

For this study 104 SHGs linked with Banks/MFI were selected randomly. Most of the 
SHGs that have completed more than 1 year of their linkage with Banks were chosen. 1/2 
members were chosen from the selected SHGs/MFI 

The sample SHGs were post-stratified as  

(i) Model I: SHGs directly promoted and nurtured by banks.  
(ii)  Model II: SHGs promoted by NGO’s and government agencies but 

directly linked to banks.  
(iii)  Model III: SHGs promoted, nurtured and financed by agencies linked to 

banks. 

Table 1: Sample design according to type according of model 
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Model type Model I Model II Model III Total 
No of sample 

SHGs 
4 84 16 104 

Percentage ~3% ~81% ~15% 100% 
No of sample 

SHGs members 
5 85 16 106 

Percentage ~5% ~80% 15% 100% 
 

Sample is further stratified as Urban (U) and Semi-Urban & Rural (SU/R). In the context 
of this study Urban is understood to be including SHGs/SHG members those are present 
at the district level or have a close proximity (within 5 Kms) to the district. Whereas 
Semi-Urban & Rural included those SHGs/SHG members which are located at Thesil, 
Taluka& Village level.For analyses Model I has been clubbed with Model II as the 
number of groups where less than 5% and most were closing the group.  

The study covers 106 bank- linked SHG beneficiaries spread over three districts of 
Vidarbha Region of Maharashtra. The distribution of sample SHGs Households that are 
covered in this study by the type of model is given in the Table 2. 

Table 2: Stratification of SHG Households  
 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Model IIU 38 35.8 35.8 35.8 
Model IIR 50 47.2 47.2 83.0 
Model IIIU 16 15.1 15.1 98.1 
Model IIIR 2 1.9 1.9 100.0 
Total 106 100.0 100.0  

 

4.2 Primary Data 

The study is based on primary data collected from SHGs and the SHG members through 
structured questionnaires. The consistency of the data collected from primary sources was 
verified using repeated questions. In order to get reliable information about Pre-SHG 
situation views/information given by the field workers, leaders or members of SHG, and 
NGO’s has been very helpful.  

4.3 Secondary Data 

Besides primary data for this study we have obtained secondary data related to all India 
Statistics on Microfinance. The Reports published by NABARD on ‘Status of 
Microfinance in India’ were obtained from NABARD head office, Mumbai. The 
Regional level data was made available for only 2-3 years by NABARD Regional office 
Pune. The district level information was procured from the district officials of NABARD. 
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The literature available on this topic in various Journals, Books, e-resources etc. was used 
for this study. The Reports published by Reserve Bank of India (RBI), United Nations 
Development Fund (UNDP), Consultative Group to Assist Poor (CGAP), etc had also 
been referred to. The access to IGNOU Library has been very useful. 

4.4 Data Analysis 

The Quantitative data collected from sample households was analysed to find 
Percentages, Frequencies for various indicators. The comparison between the Pre-SHG 
and Post-SHG data revealing the changes in the socio-economic conditions of the 
beneficiaries of SHG members is analysed. The impact of microfinance was assessed in 
terms of its outreach, Access, Credit use, Entrepreneurial activities, Employment etc. 

4.4.1 determination of wealth Rank 

In order to assess the change in the quality of life of SHG members the change in poverty 
level of these beneficiaries was very important. A combination of Participatory Wealth 
Ranking (PWR) and Household Index Based Ranking (IBR) was used by SIDBI to arrive 
at household Wealth Rank. The indicators for various wealth Rank Categories are as 
given in Table 3. 

Table 3: Indicators for different wealth rank categories 

Indicator  
 

Very 
Poor 

Poor  Borderline Self-
sufficient 

Surplus 
 

Housing Homeless, 
or 
small 
kutccha/ 
thatched 
houses 

Small 
houses, 
kutccha, 
or 
semipucca 

Medium size 
houses, 
semipucca 
or pucca 

Medium-large 
Mixed 
type of 
houses 

Large pucca 
houses 

Assets No land, 
1-2 goats, 
basic 
utensils 

Marginal 
land 
( <1 acre), 
few milch 
animals, 
fan/radio, 
bicycle 

Small lands 
(1-5 acres), 
1-2 
milch/draught 
animals, 
fan/radio, 
B&W TV, 
bicycle, 
some furniture, 
old two 
wheeler 

Large land 
( 5-10 acres), 
1- 2 
milch/draught 
animals, well/ 
tube-well, 
B&W TV, 
telephone, 
fridge, 
motorcycle 

Large land ( 
> 10 acres), 
more than 2 
milch/ 
draught 
animals, 
wells, 
lorry/tractors, 
colour 
TV, 
telephone, 
fridge, 
motorcycle, 
car 

Employment Low paid 
casual 
wage 

Regular 
casual 
wage 

Skilled wage 
labour/seasonal 
business/low 

Adequate 
income 
source, small 

Assured 
income 
source, 
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labour, 
single 
earner 

labour, 
one-two 
earners 

paid 
salaried job 

agriculture, 
small 
regular 
business, 
medium paid 
job 

commercial 
agriculture, 
established 
business, 
high paid job 

Source: SIDBI34 

4.4.2 tool used for analysis 

Our sample size being very large and complex we have used SPSS for our analysis. 
However for this study purpose we have only used descriptive statistics-cross tabulation 
to calculate the different attributes by type of model linkage of SHGs. The analysed data 
has been presented in tabular form as well as graphically. 

4.5 Limitations 

The major limitation of this study is availability of resources.  

A number of changes are taking place in the microfinance sector and it was not possible 
to capture all such latest developments.  

This study is based on empirical analysis of the data and figures that were collected for 
this purpose & hence the study suffers from the limitations of, availability and reliability 
of figures.  

The data collected through questionnaire or interview method is susceptible to biases. 

5.RESULTS AND DISCUSSIONS 

In this paper, an attempt has been made to study the role of microfinance in extending 
financial services to those deprived of mainstream banking institutions and its effect on 
self – entrepreneurship.  

5.1 Access to Saving Instruments 

The major emphasis of the linkage programme is on savings first and credit next. The 
programme rests on the fact that the members should first develop financial discipline by 
making regular savings. Those who develop the habit of saving are expected to make the 
payments regularly. In this study an attempt was made to estimate the annual savings of 
SHG households during the pre-SHG situation and post SHG situation.  
 
The average annual savings per household in the pre-SHG situation were ₹ 6,385 which 
increased to ₹ 12,200 in the post-SHG situation. The savings of households has almost 
doubled. This finding is very near to that reported by NCAER-impact assessment 20086 
wherein it is stated that “the household generated more than double their savings with an 
overall increase in savings by 104% from ₹ 2,834(pre-SHG) to  ₹ 5,782 (post-SHG)”.  
The savings can be invested by members in various instruments available. 
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Table 4: investment in instruments during pre-SHG and post-SHG situation 
Percentage distribution of 
savings instruments  

Model 
II U 

Model II 
SU/R 

Model 
III U 

Model III 
SU/R 

All 
Models 

Bank 
* pre-SHG 
* post-SHG  

Post office 
* pre-SHG 
* post-SHG 

Insurance 
* pre-SHG 
* post-SHG 

thrift societies 
* pre-SHG 
* post-SHG 

no savings 
* pre-SHG 
* post-SHG 

 

 
31.6% 
84.2% 
 
 26.3% 
5.3% 
 
10.5% 
10.5% 
 
15.8% 
0.0% 
 
15.8% 
0.0% 

 
32.0% 
72% 
 
4.0% 
4.0% 
 
0.0% 
20.0% 
 
28.0% 
0.0% 
 
36.0% 
4.0% 

 
12.5% 
37.5% 
 
0.0% 
 0.0% 
 
 0.0% 
12.5% 
 
25.0% 
 50% 
 
62.5% 
0.0% 

 
0.0% 
100% 
 
0.0% 
0.0% 
 
0.0% 
0.0% 
 
0.0% 
 0.0% 
 
100% 
0.0% 

 
28.3% 
71.7% 
 
11.3% 
3.8% 
 
3.8% 
15.1% 
 
22.6% 
7.5% 
 
34% 
1.9% 

Source: Survey Data 
 
It could be seen from Table 4 that besides savings with SHGs the member households 
had used various other instruments of savings. The maximum percentage of sample SHG 
beneficiaries had invested in banks, with their savings of 28.3% during pre-SHG situation 
increasing to 71.7% during post-SHG situation. The members who had not used any 
savings instruments was seen to reduce substantially from 34% (pre-SHG situation) to 
just 1.9% (post-SHG situation). This also indicates that savings habit has been inculcated 
in SHG members effectively. 
The second most preferred instrument was post office in the pre-SHG situation but has 
decreased to 3.8% in post-SHG situation. The insurance services are gaining importance 
with the savings in this instrument increasing from 3.8% (pre-SHG) to 15.1% (post-SHG) 
whereas the investment in thrift societies has reduced by nearly 15%. 
5.2 Access to Credit 

Another important objective of SHG-Bank Linkage Programme is to make credit 
available to large section of the poor both in urban and rural areas. The SHG Bank 
Linkage Programme was very successful in doing so by credit linking 885420 new SHGs 
to the banking system in 2016-17, providing hassel free loan to more than 9.0 million 
poor families of the state of Maharashtra. 

The loan available to the SHG-members is supposed to increase in the post-SHG 
situation as compared to pre-SHG situation. In this study it was observed that almost all 
members have availed loan in the post-SHG situation as compared to pre-SHG situation 
(79%) either from the formal or informal sources of finance.  
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5.2.1 Sources of Finance  
Here an attempt is made to analyse the borrowing pattern of SHG members in the pre-
SHG and post-SHG situations. 

 
Table5: loans availed by sources of loans during pre-SHG and post-SHG period 
Source of loan   Model II 

U 
Model II 
SU/R 

Model III 
U 

Model III 
SU/R 

All 
Models 

SHG 
* pre-SHG 
* post-SHG 

 
5.3% 
89.5% 

 
- 
64.0% 

 
- 
0.0% 

 
- 
0.0% 

 
1.9% 
62.3% 

Banks  
* pre-SHG 
* post-SHG 

 
15.8% 
5.3% 

 
4.0% 
24.0% 

 
0.0% 
0.0% 

 
0.0% 
0.0% 

 
7.5% 
13.2% 

Money lenders 
* pre-SHG 
* post-SHG 

 
42.1% 
0.0% 

 
56% 
4.0% 

 
50.0% 
0.0% 

 
100% 
0.0% 

 
50.9% 
1.9% 

MFIs 
* pre-SHG 
* post-SHG 

 
- 
5.3% 

 
- 
4.0% 

 
- 
100% 

 
- 
100% 

 
- 
20.8% 

Others  
* pre-SHG 
* post-SHG 

 
31.6 
- 

 
16% 
- 

 
50% 
- 

 
- 
- 

 
26.4% 
- 

Source: Survey data 
The borrowing pattern of the household by sources revealed that money lenders 
accounted for about 51% being the most predominant source of borrowings during the 
pre-SHG situation (Table-5), followed by others (26.4%). For the purpose of study others 
includes friends, relatives etc. However 1.9% is due to the fact that members availed 
loans from their group even prior to their linkage with banks. 
The post-SHG situation was found to be totally different with over 62% of sample 
households availing loan from SHG bringing down their dependence on money lenders to 
merely 2%. The accessibility to banks had improved with almost 13.2% of households 
availing loans from banks in the post-SHG situation as compared to 7.5% in pre-SHG 
situation. This also indicates improvement in the confidence of members in the banking 
system. 

5.2.2 Amount of loans 
 
The average loan amount received by the sample SHG beneficiaries during the post SHG 
situation was found to be �17,387 which was about 107% more than the pre-SHG 
situation (�8,385). The trend observed here is more in agreement to that observed by (V 
Puhazhendi, NABARD 2002 - impact assessment study) wherein they reported it as 
�5,122 in post-SHG situation which was 123% above pre-SHG (�2,301) situation.  
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Table 6: Average amount of loan per sample household 
Average loan 

amount 
Model II U Model II 

SU/R 
Model III 

U 
Model III 

SU/R 
All 

Models 
Pre-SHG �15,574 �4,800 �3,750 �500 �8,385 
Post-SHG �20,184 �20,480 �12,250 - �17,387 

Source: Survey Data 
The increase in quantum of loan between pre and post-SHG situations was observed to 
increase across all models. However inmodel type II SU/R the variation has been very 
remarkable moving upward from �4,800 (pre-SHG) to �20,480 (post-SHG) situation. 
This was more due to loans availed by SHG members for farming purposes.  It was 
further found that the quantum of loan increases with the years of linkage. Thus the 
programme had a significant impact on loan patterns of sample SHG members in terms of 
credit widening and credit deepening. 
5.2.2.1 Interest rates on loans 
Interest rate is one of the major issue while designing of any financial 
instruments/services. It’s important for both providers of loans as well as consumers of 
loans because it is on this the profits of the Financial Institutions, depends to a certain 
extent. 

 
Table 7: distribution of loan accounts by interest rates 

Interest rate Model II U Model II 
SU/R 

Model III U Model III 
SU/R 

All Models 

Upto 12% 
* Pre-SHG 
* Post-SHG 

12% - 24% 
* Pre-SHG 
* Post-SHG 

24% - 36% 
* Pre-SHG 
* Post-SHG 

36% - 48% 
* Pre-SHG 
* Post-SHG 

Above 48% 
* Pre-SHG 
* Post-SHG 

 
- 
10.5% 
 
21.1% 
57.9% 
 
10.5% 
26.3% 
 
21.1% 
5.3% 
 
42.1% 
0.0% 

 
- 
24.0% 
 
4.0% 
40.0% 
 
0.0% 
32.0% 
 
20.0% 
0.0% 
 
52.0% 
4.0% 

 
- 
0.0% 
 
0.0% 
50.0% 
 
12.5% 
12.5% 
 
12.5% 
37.5% 
 
75.0% 
0.0% 

 
- 
0.0% 
 
0.0% 
100% 
 
0.0% 
0.0% 
 
0.0% 
0.0% 
 
100% 
0.0% 

 
- 
15.1% 
 
9.4% 
49.1% 
 
5.7% 
26.4% 
 
18.9% 
7.5% 
 
52.8% 
1.9% 

Source: Survey Data 
The 13.2% of sample SHG beneficiaries not getting reflected was because they had not 
accessed credit facilities before SHG-Bank linkage. From Table 7 it is seen that the 
interest rates above 48% paid by SHG beneficiaries has reduced to a considerable extent 
with just 1.9% (post-SHG) against 52.8% (pre-SHG). It is thus found that almost 50% of 
sample households have moved out from the clutches of exorbitant interest rates charged 
by money lenders.  
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5.2.2.2 Usage of loan by SHG beneficiaries 
In this study it was attempted to find the usage of loans whether it’s for consumption or 
productive purposes (micro-enterprises). The percentage distribution of usage of loans for 
different productive activities as well as consumption-oriented purposes is as given in 
Table 8. 
Table 8: purpose wise distribution of loan by model type 
purpose Model II U Model II 

SU/R 
Model III 
U 

Model III 
SU/R 

All Models 

Agricultural activity 
* pre-SHG 
* post-SHG 

Live stock activity 
* pre-SHG 
* post-SHG 

Repayment of loan 
* pre-SHG 
* post-SHG 

Consumption 
activities 

* pre-SHG 
* post-SHG 

Others 
* pre-SHG 
* post SHG 

 
21.1% 
5.3% 
 
0.0% 
0.0% 
 
10.5% 
21.1% 
 
 
52.6% 
10.5% 
 
 
10.5% 
10.5% 

 
8.0% 
12.0% 
 
8.0% 
20% 
 
0.0% 
20.0% 
 
 
60.0% 
24.0% 
 
 
s12.0% 
0.0% 

 
25.0% 
0.0% 
 
0.0% 
0.0% 
 
25.0% 
25.0% 
 
 
25% 
25.0% 
 
 
25.0% 
12.5% 

 
0.0% 
0.0% 
 
0.0% 
0.0% 
 
0.0% 
0.0% 
 
 
100% 
0.0% 
 
 
0.0% 
0.0% 

 
15.1% 
7.5% 
 
3.8% 
9.4% 
 
7.5% 
20.8% 
 
 
52.8% 
18.9% 
 
 
13.2% 
5.7% 

Source: survey data 
 
Loans used for petty business, trade, arts & crafts and other services were included in 
others. As observed from Table 8 most of these loans are used by households to clear 
their earlier loans for which the interest rates are very high. Thus it is clearly seen that 
usage of loans for repayment has increased from 7.5% (pre-SHG) to 20.8% (post-SHG).  
Of all the sample households under study the average period of linkage worked out to 
around 3 years. So the loans are being used more for consumption purposes (almost 
40%). However it was observed that as the groups stabilise there is an increase in usage 
of loan for productive purposes.    
 
5.3 Decline in Poverty 

Poverty alleviation was one of the MDGs and has been given topmost priority in almost 
all government schemes. The major objective of SHG-Bank Linkage Programme is to 
help poor both in Urban and Rural sectors through financial inclusion by making credit 
available through the formal financial system. Here an attempt has been made to examine 
the change in the status of sample households using the Survey Data. 
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Figure 1: chart depicting the wealth rank of sample households pre

As seen in Figure 1 
poor with an equal number of sample members being in the borderline rank. However 
sample SHG household are in the very poor category prior to SHG

 
Figure 2: chart depicting the wealth rank of sample households post

 
As seen in the chart (Figure 2
rank – poor with most of the members from the very poor rank moving upward bringing 
down the count of very poor to 4 (post
continue being in the borderline rank. However 16 sample SHG household are in the self
sufficient category after getting linked to the banking system through the SHG
linkage programme. 
 
Wealth rank indicates the poverty level of members taking into account the various 
poverty indicators. From 
reduction, nearly 28% in the very poor from 32.1% (pre
percentage of poor just below & at borderline has declined from 99.1% in the pre
situation to 84.9% in the post
 
5.4 Employment Days
Availability of timely credit results in enhancement of opportunities in order to undertake 
different economic activities as a result the employment opportunities increase at 
household level.  
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Figure 1 above 36 SHG beneficiaries pre-SHG are in the wealth rank 
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Figure 2: chart depicting the wealth rank of sample households post

Figure 2) above 54 SHG beneficiaries post-SHG are in the wealth 
poor with most of the members from the very poor rank moving upward bringing 

down the count of very poor to 4 (post-SHG) from 34 (pre-SHG). 32 sample beneficiaries 
continue being in the borderline rank. However 16 sample SHG household are in the self

ficient category after getting linked to the banking system through the SHG

Wealth rank indicates the poverty level of members taking into account the various 
poverty indicators. From Figure 1 & Figure 2 it is seen that there has b
reduction, nearly 28% in the very poor from 32.1% (pre-SHG) to 3.8% (post
percentage of poor just below & at borderline has declined from 99.1% in the pre
situation to 84.9% in the post-SHG situation. 
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Figure 1: chart depicting the wealth rank of sample households pre-SHG linkage 

SHG are in the wealth rank – 
poor with an equal number of sample members being in the borderline rank. However 34 

-Bank linkage. 

Figure 2: chart depicting the wealth rank of sample households post-SHG linkage 

SHG are in the wealth 
poor with most of the members from the very poor rank moving upward bringing 

SHG). 32 sample beneficiaries 
continue being in the borderline rank. However 16 sample SHG household are in the self-

ficient category after getting linked to the banking system through the SHG-Bank 

Wealth rank indicates the poverty level of members taking into account the various 
it is seen that there has been a considerable 

SHG) to 3.8% (post-SHG). The 
percentage of poor just below & at borderline has declined from 99.1% in the pre-SHG 

Availability of timely credit results in enhancement of opportunities in order to undertake 
different economic activities as a result the employment opportunities increase at 
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Source: annexure 1 

Figure 4: Employment of SHG beneficiaries post
Source: annexure 2 
As observed in Figure 
per wealth rank indicators) accounting to 35.8% of the sample SHG beneficiaries. In t
rank of poor (~32%) were in model type II both in urban (26.3%) and semi
(48%) parts.  There has been a shift of the very poor to upper level as found by 
comparing Figure 3 which depicts the pre
post-SHG situation. The percentage of skilled labour/regular business has been observed 
to enhance from just 3.8% (pre
evident from pre-SHG (Figure 3) and post
an overall upward movement in employment along with diversification of employment 
opportunities. 
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Figure 3: Employment of SHG beneficiaries pre

Figure 4: Employment of SHG beneficiaries post-

As observed in Figure 3 of all the model types the SHG beneficiaries were very poor (as 
per wealth rank indicators) accounting to 35.8% of the sample SHG beneficiaries. In t
rank of poor (~32%) were in model type II both in urban (26.3%) and semi
(48%) parts.  There has been a shift of the very poor to upper level as found by 
comparing Figure 3 which depicts the pre-SHG situation with Figure 4 presenting the 

SHG situation. The percentage of skilled labour/regular business has been observed 
to enhance from just 3.8% (pre-SHG) to 20.8% in post-SHG situation. So it is clearly 

SHG (Figure 3) and post-SHG (Figure 4) situation, that there had be
an overall upward movement in employment along with diversification of employment 
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Figure 3: Employment of SHG beneficiaries pre-SHG 

 

-SHG 

of all the model types the SHG beneficiaries were very poor (as 
per wealth rank indicators) accounting to 35.8% of the sample SHG beneficiaries. In the 
rank of poor (~32%) were in model type II both in urban (26.3%) and semi-urban & rural 
(48%) parts.  There has been a shift of the very poor to upper level as found by 

SHG situation with Figure 4 presenting the 
SHG situation. The percentage of skilled labour/regular business has been observed 

SHG situation. So it is clearly 
SHG (Figure 4) situation, that there had been 

an overall upward movement in employment along with diversification of employment 
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Table 10: employment days per household during pre-SHG and post-SHG situations by 
activity 

    (Person days) 
Activity Pre-SHG Post-SHG Incremental 

employment 
Percent change 

Farm 
employment 
 
Off-farm 
employment 
 
Non- farm 
employment 
 
Total  

88 
 

41 
 

95 
 

224 

87 
 

33 
 

180 
 

300 

-1 
 

-8 
 

85 
 

76 

1.1%  
(decrease) 

 
19.5% 

(decrease) 
 

89.5% 
 

33.9% 

Source : Survey data 
As seen in Table 10 the estimated employment days during pre-SHG situation worked 
out to 224 has increased to 300 person days during post-SHG situation. Activity-wise the 
percentage increase in incremental employment was 89.5% for Non-farm activities. The 
farm activities (-1.1%) as well as the off-farm activities (-19.5%) were found to decrease 
but this is due to the movement of farm labourers to other business. Overall the estimated 
employment days per sample household has registered an increase of 33.9% (exactly that 
worked out by Puhazhendi-200249 which is 34%) between pre-SHG (224 person days) 
and post-SHG (300 person days) situation.  
Conclusions 
In this paper it is clearly evident that Microfinance has brought about socio-economic 
changes in the lives of the SHG beneficiaries of the SHG-Bank Linkage Programme. 
Access of SHG beneficiaries to savings has improved inculcating in members the habit of 
savings which is evident from the diversification in the savings instruments used by them.  
Most of them have an access to credit from the banking system to meet their immediate 
requirements. Loans are available to them at lower rates of interest which results in 
improvement of their economicstatus  as well as entrepreneurial activities. 
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Annexure-1 

Employment of SHG beneficiaries pre-SHG 
 Model.type Total 

Model 
IIU 

Model 
IIR 

Model 
IIIU 

Model 
IIIR 

emp.pre 

casual labour single 
earner 

Count 12 10 14 2 38 
% within 
Model.type 

31.6% 20.0% 87.5% 100.0% 35.8% 

casual labour 1-2 
earner 

Count 10 24 0 0 34 
% within 
Model.type 

26.3% 48.0% 0.0% 0.0% 32.1% 

skilled labour/ 
seasonal business/ 
low paid job 

Count 14 14 2 0 30 
% within 
Model.type 

36.8% 28.0% 12.5% 0.0% 28.3% 

skilled labour/ 
regular business/ 
med.paid job 

Count 2 2 0 0 4 
% within 
Model.type 

5.3% 4.0% 0.0% 0.0% 3.8% 

Total 
Count 38 50 16 2 106 
% within 
Model.type 

100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Survey Data 
 
Annexure 2 

Employment of SHG beneficiaries pre-SHG 
 Model.type Total 

Model 
IIU 

Model 
IIR 

Model 
IIIU 

Model 
IIIR 

emp.pos 

casual labour single 
earner 

Count 2 2 6 0 10 
% within 
Model.type 

5.3% 4.0% 37.5% 0.0% 9.4% 

casual labour 1-2 
earner 

Count 6 24 4 2 36 
% within 
Model.type 

15.8% 48.0% 25.0% 100.0% 34.0% 

skilled labour/ 
seasonal business/ 
low paid job 

Count 20 14 4 0 38 
% within 
Model.type 

52.6% 28.0% 25.0% 0.0% 35.8% 

skilled labour/ 
regular business/ 
med.paid job 

Count 10 10 2 0 22 
% within 
Model.type 

26.3% 20.0% 12.5% 0.0% 20.8% 

Total 
Count 38 50 16 2 106 
% within 
Model.type 

100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Survey Data 


