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Abstract

Government of India and Reserve Bank of India has undertaken a lot of measures to mitigate the problem of
financial inclusion in India. The emergence of Self Help Groups (SHGs) and SHG-Bank linkage Programme
have helped extensively to strengthen the poor especially women. In India due to social and cultural reasons
women face greater challenges in access to formal finance.

This study highlights the representation of Women in Self Help Groups (WSHGs) and SHG-Bank Linkage
programmes undertaken by the Government of India (GOI) and National Bank for Agriculture and Rural
Development (NABARD) and tries to establish that these initiatives have improved women’s access to finance in
India.
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1. Introduction

In South Asia, according to Kunt et al. (2014) India, China and Indonesia together account for 38% of the
world’s unbanked adults and nearly 21% of the global unbanked population resides in India, as a result of which
the country faces a significant challenge in matching up with the rest of the world in providing banking access to
the people as India holds about a fifth of the world population that do not hold a bank account, as noted by
Ramachandran (2015, April 23) in The Hindu.

Post Independence, the aim of Reserve Bank of India (RBI) and the Government of India (GOI) was to provide a
good quality banking system in order to support the economic development through channelization of financial

resources (Chapter VII - Reserve Bank of India Publications, 2008). To achieve this mission large number of
financial institutions had been developed over the years. They consisted of Regional Rural Banks (RRB), Urban

Co-operative Banks (UCB), Primary Agricultural Credit Societies (PACS) along with Micro Financial

Institutions (MFIs) and Self Help Groups (SHGs) to cater to the financial needs of the rural people. Financial

Inclusion was first featured in India in 2005 by Indian Bank. This was soon after the implementations of the

recommendations by the Khan commission (2004) on Financial Inclusion. Shabna Mol TP (2014) has stated that
these recommendations were accepted by Reserve Bank of India and sanctioned commercial banks to collaborate

with Non- Government Organizations (NGOs), Self Help Groups (SHGs) and Micro Financial Institutions (MFIs)
to provide financial services.

1.1 Objective of the Study

The present study attempts to find out women’s accessibility to formal finance after introducing Self Help
Groups (SHGs) as a tool of financial inclusion in India.

1.2 Significance of the Study

Many studies have been undertaken on Self Help Groups (SHGs) and their role in Financial Inclusion in India.
The literature of Self Help Groups (SHGs) and their contribution in the empowerment of women is also
abundant. However, not much has been stated on women’s access to credit through Self Help Groups (SHGs) in
India. Hence, an attempt is being made to understand the extent of accessibility of formal credit to women in
India after introduction of Self Help Groups (SHGSs). The authors argue that there has been a significant rise in
the number of women accessing finance through formal institutions.
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2. Literature Review

The need for financial products and services for women have been focused upon by Arpita Manta (2013). The
author has tried to explain the causes for relatively less use of financial products and services of women and how
they can be tapped for the growth of financial inclusion. The author has focused on the need of financial services
for women as they face greater challenges in accessing finance. The author states that greater financial inclusion
and access to financial resources to women will lead them to economic empowerment and provide them better
educational and health services. The author has explained the extent of women’s financial inclusion in India
through the share of deposit accounts and amounts among the female population during the period 1996 to 2006.
The author has concluded that commercial banks have been major contributors for financial inclusion though
only in the urban areas.

62% of the people in the world have a bank account either in a financial institution, bank or mobile money
provider has been stated by Global Findex Database (2014). It provided an insight on the untapped opportunities
that are available through women and poor people specifically. It gives an in-depth data of how people save,
borrow, pay and manage risks. It also states that nearly 700 million adults became account holders during the
period 2011-2014.

Sustainable development and generation of employment in rural areas have been the main focus of financial
inclusion as per Shabna Mol TP (2014). The main objective of the paper was to study financial inclusion, find
out the reasons of financial exclusion and understand the measures taken by Reserve Bank of India (RBI) for
promoting financial inclusion. The author stated in the paper that more financial access will attract more global
market players that would increase employment and financial opportunities. The author also emphasized on the
fact that information and communication technology would offer banks the opportunity to improve financial
inclusion for the unbanked.

The meaning of financial exclusion and the factors that affected access to financial services are explained in the
annual report of Reserve Bank of India (2008). The report emphasized on the factors such as literacy, age, gender
and occupation among others. It briefed about the initiatives taken by the government and the Reserve Bank of
India (RBI) for financial inclusion. It also explained the three models that emerged in the SHG-Bank Linkage
Programme which was basically the intervention of Self Help Groups (SHGs) through Non-Government
Organizations (NGOs), Banks and financial institutions. The report has emphasized that for financial inclusion
deepening the financial system and widening its reach is crucial for accelerating growth and for equal
distribution.

‘The status of microfinance report’ published by National Bank for Agriculture and Rural Development
(NABARD), showcase data pertaining to Self Help Groups (SHGs) on an annual basis. Reports from the year
2007 to 2015 have been studied for this paper. The report portrays data pertaining to the number of Self Help
Groups (SHGs) that have linked their savings account with any commercial bank, the number of Self Help
Groups (SHGs) that have been granted credit from these banks and the number of Self Help Groups (SHGs) that
have outstanding load yet to be paid to the banks. This gives the reader the understanding of the current scenario
of Self Help Groups (SHGs) and the growth of Self Help Groups (SHGSs) both physically and financially.

A study on the empowerment of women through Self Help Groups (SHGSs) has been attempted by Dr. Uma
Narang (2012). The author states that empowerment of women provide them with greater access to knowledge
and resources which enables them to take better decisions and have better control over circumstances. The author
has aimed to study the current position of women empowerment in India after joining Self Help Groups (SHGS).
The author has mentioned in the paper that has been an effective instrument in empowering women both socially
and economically which helps in the overall development of a country like India. The author clearly states in the
paper that Self Help Group has been more successful among women more than men and the fact that it helps
rural and semi urban women to improve their living conditions.

Atrend in financial inclusion with reference to Pradhan Mantri Jan Dhan Yojana (PMJDY) has been the focus of
Harpreet Kaur and Kawal Singh (2015). They have highlighted the key areas of the programme and have also
suggested strategies to make sure maximum financial inclusion for the unbanked areas and underprivileged
people. The author has given his suggestions for improving financial inclusion in India through technology,
customized products, simplification of documentation along with better staffing and doorstep banking.

There has been an emphasis on the need of mature and positive approach to attain complete financial inclusion in
the country. Dr. M. M Gandhi (2013) suggests certain business models for financial inclusion to ascend into
complete financial inclusion in the country.
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A working paper by Charan Singh (2014) stated that the aim of the paper was to focus on utilizing the external
resources such as Mobile Phones, Banking Technologies among others to make it more user friendly for the
benefit of the rural population. The author has stated that financial inclusion enables economic and social
development of the country that will help the empowerment of the poor women by making them self sufficient in
taking financial decisions.

The study of previous research in this area portrays that, no attempt has been made to understand or to estimate
women’s accessibility to formal finance as a part of financial inclusion in India

3. Research Methodology

The study is basically conducted by collecting and analyzing data from secondary sources such as research
articles, books, and web sources. It has been strived to gather necessary data through notifications and tables
from government publications and annual reports of Government of India (GOI), Reserve Bank of India (RBI),
National Bank of Agriculture and Rural development (NABARD), and World Bank.

4. Self Help Group — The Most Useful Tool for Financial Inclusion in India
In India, the growth of Financial Inclusion encountered the following milestones:

Table 1. Milestones achieved over the years in India

1992 Launching of the Self Help Group Bank Linkage Programme
2006 Setting up of Committee on financial inclusion
2014 Introduction of National Mission for Financial Inclusion — Pradhan Mantri Jan Dhan Yojana

1969 onwards government of India initiated many programmes, schemes and set up many institutions to achieve
financial inclusion. The government nationalized 14 banks in the year 1969, these banks that were under the
control of private individuals contributed to the major portion of the deposits of the country. This movement
helped the government to have more grip on the flow of currency within the country. The next decade witnessed
the government giving priority to agriculture and farmers. With the establishment of Priority Sector Lending
Banks to cater to the needs of the rural households and National Bank of Agriculture and Rural development
(NABARD) to regulate them, financial strengthening of agriculture, farmers and artisans was being achieved. In
addition to this, Self Help Groups were being formed. Self Help Group (SHG) is a voluntary association of poor
people; who come from the same socio-economic background. These people come together to help each other’s
common problems through mutual help. A Self Help Group (SHG) generally has a maximum number of twenty
members. These poor people basically come together as they do not have any formal financial institutions assisting
them. It acts as a saving mechanism and a credit facility to the needs of the members. The savings made by these
groups have crossed Rs. 27000 crore spreading across the country. About 95 million poor households in the rural
areas are now a part of a Self Help Groups (SHGs). Development of Self Help Groups in India and Andhra Pradesh
(2010) states that, one of the main principles of Self Help Groups (SHGs) is ‘By the women, of the women and for
the women. Women comprise of nearly 90% of the total groups functioning in India. Self Help Groups (SHGS)
have usually witnessed that women function better in the activities of the group, however the group can be either
an all-women, all-men or a mix group. The fundamental aspect of a Self Help Groups (SHGS) is to develop a habit
of saving funds to build a huge common fund. Self Help Groups (SHGs) are linked to a bank that is close by for the
group who assist them in their savings by providing them collateral-free credit that would increase the
accumulated savings of the group (Reddy & Dharm, 2011).

After the launch of Self Help Group Bank Linkage Programme, in 1998 National Bank of Agriculture and Rural
development (NABARD) set the goal of linking one million Self Help Groups (SHGs) by 2008. Following years
witnessed the establishment of Small Industrial Bank of India (SIDBI) and formation of a committee to submit its
report on the progress of financial inclusion in the country.

Table 2. Growth of SHGs in SHG-Bank linkage programme over the years

Year 2011-2012 2012-2013 2013-2014 2014-2015
Number of SHGs (in lakh) 79.60 73.18 74.30 76.97
Growth percentage 6.67% -8.06% 1.53% 3.59%

Source: Compilation from ‘status of microfinance in India’ reports (2007-2015) from National Bank for Agriculture and Rural Development
(NABARD).
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In the year 2007-2008, the number of SHGs was about 50 lakhs. There was a consistent increase in the number
of Self Help Groups(SHGs) being set up in the country in the following years, though the comparative growth
rate of Self Help Groups (SHGs) showed a downward trend. The latest report of National Bank for Agriculture
and Rural Development (NABARD) declares the number of Self Help Groups (SHGs) to be 77 lakhs. Though
the growth rate observed to decline between the years 2012-2013, it soon picked pace and continued to flourish
in the country.

4.1 Women Self Help Group Scheme (WSHG)

Nearly 150 backward districts of the country have implemented a scheme for promoting and financing Women
Self Help Groups (WSHGS). The scheme enables the Women Self Help Groups (WSHGS) to utilize the services
provided by Self Help Promoting Institutions (SPHIs) not only for promotion and maintenance of the Self Help
Groups (SHGs) but also for assisting in monitoring the banking activities (Satin Credit care Network LTD, 2016).
The main agenda of this scheme was to develop self independent Women Self Help Groups (WSHGs) by
involving Non Government Organizations (NGOs)/ Self Help Promoting Institutions (SPHIs) who will promote
and assist in credit linkages with banks and financial institutions and also undertake responsibility for loan
repayments. National Bank for Agriculture and Rural Development (NABARD) has provided Rs. 10,000/- per
Self Help Groups (SHG) to the foster Non Government Organizations (NGOs) over a period of three years, they
also assist in training and other activities by supporting it financially.

Table 3. Growth of Women Self Help Groups (WSHGS)

Year Total No. of WSHGs Growth % Total No. of WSHGs Total No. of WSHGs Total Grant
Sanctioned Savings Linked Credit Linked Sanctioned
31% December 2013 184183 - 113042 23451 2076.09
31 December, 2014 209097 3.69% 200865 93812 3707.75

Source: Compilation from various ‘Status of Women Self Help Groups (WSHGs) reports’ (2013-2015) from National Bank for Agriculture
and Rural Development (NABARD).

National Bank for Agriculture and Rural Development (NABARD) has collected details on the Women Self
Help Groups on a quarterly basis starting from December 2013. 2014 showed consistent growth in the four
quarters, the highest being recorded in December. During the year 2014, the growth has been volatile ranging
from 6.65% to 0.50% to 2.14% growth percent in the three quarters. The first quarter of 2015 saw a drop in the
total number of Women Self Help Groups being sanctioned, as the number decreased from 209097 to 201447
bringing the growth rate to -3.65%, suggesting that a few may have closed down in the initial quarter of the year.
The next quarter however witnessed a small growth in the form of 0.69% growth rate, surging the number of
Women Self Help Groups to 202847, of which 171721 were linked to savings and 84439 were credit linked.

The following tables enable us to understand the proportion of Women Self Help Groups (WSHGS) in
comparison to that of general Self Help Groups (SHGSs) in matters of new account openings, credit provided and
outstanding loans to be paid:

Table 4. SHG savings linked with bank

YEAR PARTICULARS ACHIEVEMENTS
PHYSICAL (No. in lakh) FINANCIAL (Rs. Crore)
2010-2011 Total number of SHGs saving linked with banks 74.62 7016.30
Out of total SHGs — exclusive women SHGs 60.98 5298.64
2014-2015 Total number of SHGs saving linked with banks 76.97 11059
Out of total SHGs — exclusive women SHGs 66.52 9264.33

Source: Compilation from various ‘Status of microfinance in India’ reports (2007-2015) from National Bank for Agriculture and Rural
Development (NABARD).
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Figure 1. Self Help Group (SHG) savings linked

From the total number of Self Help Groups (SHGSs) in India, the above table and figure give us an understanding
on the number of Self Help Groups (SHGs) that were supported by banks as a result of the SHG-Bank linkage
programme. In the year 2007-2008, 79.57% of the entire Self Help Groups (SHGs) were exclusively women
owned SHGs, which were linked with banks for their financial resource aids. Over the past 8 years, the
proportion of women Self Help Groups (SHGs) from the total Self Help Groups (SHGs) that were granted
savings support from banks increased from 79.44% to 81.72% to 81.14% to 86.42% over the years 2008-2009,
2010-2011, 2012-2013 and 2014-2015 respectively.

Table 5. SHG credit linked over the years

YEAR PARTICULARS ACHIEVEMENTS
PHYSICAL (No in lakh) FINANCIAL (Rs. Crore)
2010-2011 Total number of SHGs credit linked 11.96 14547.73
Out of which exclusive women SHGs credit linked 10.17 12622.33
2014-2015 Total number of SHGs credit linked 16.26 27582.31
Out of which exclusive women SHGs credit linked 14.28 24419.75

Source: Compilation from various ‘Status of microfinance in India’ reports (2007-2015) from National Bank for Agriculture and Rural
Development (NABARD).
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Figure 2. Self Help Group (SHG) credit linked
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The proportion of Women Self Help Groups (WSHGSs) being granted fresh credit more or less lies within the
range of 80% to 87%. With the lowest being in the year 2011-2012 where about 80.40% of the total Self Help
Groups (SHGs) that were granted fresh loans according to ‘Status of Micro Finance in India (2013-14)’ were
Women Self Help Groups (WSHGS), and the highest being in the year 2014-2015 wherein 87.82% of the SHGs
granted loans were Women Self Help Groups (WSHGSs). The quantum of loans being granted exclusively to
women from the whole bunch increased from 84.46% in the year 2007-2008 to 88.53% in 2014-2015.

Table 6. Outstanding loans of SHGs

ACHIEVEMENTS

YEAR PARTICULARS -
PHYSICAL (No in lakh) FINANCIAL (Rs. Crore)
2010-2011 Total number of SHGs having loans outstanding as on March 31, 2011 47.87 31221.16
Out of total SHGs — Women SHGs 39.83 26123.75
2014-2015 Total number of SHGs having loans outstanding as on March 31, 2015 44.68 51545.46
Out of total SHGs — Women SHGs 38.58 45901.95

Source: Compilation from various ‘Status of microfinance in India’ reports (2007-2015) from National Bank for Agriculture and Rural
Development (NABARD).
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Figure 3. Outstanding Loans of Self Help Group(SHG)

The outstanding loans of Self Help Groups (SHGs) have increased from 36.25 lakhs in 2007-08 to 44.68 lakhs in
2014-15. As on March 31, 2015 Women Self Help Groups (WSHGSs) witnessed a rise in their outstanding loans
from 34.96 lakh in 2013-14 to 38.58 lakh (up by 10.35%). In the year 2007-08 Women Self Help Groups
(WSHGs) constituted 80.46% of the entire outstanding loans and in the year 2014-15 their contribution has been
86.34%. The above graph displays Women Self Help Groups (WSHGSs) having a major contribution in the total
outstanding loans of Self Help Groups (SHGSs).

The above tables and figures give us an understanding that over the years banks have become more favorable
towards Self Help Groups (SHGs) and there has been a continuous rise in the number of Self Help Groups
(SHGs) that have linked their savings account with banks which has enabled them to have easy access to finance,
thus enabling them to conduct the workings of Self Help Groups (SHGS) in a smooth manner. The increase in the
number of accounts opened by Women Self Help Groups (WSHGs) showcase that banks have been more
favorable towards women and trust in their money management skills. As per Global Development Research
Centre (1992) banks provide credit after careful consideration on the Self Help Groups (SHGS) and its objective.
Banks and Non Government Organizations (NGOSs) insist on timely payment of loans provided by them. Loans
are paid back on a monthly basis or as mutually decided by both the parties. Loans that are provided to the Self
Help Groups (SHGs) are based on their intake capacity, which in turn determine their investment and repayment
capacity. Women Self Help Groups (WSHGSs) continue to uphold the trust of Non Government Organizations
(NGOs) and commercial banks for availing bank credit in spite of their share in the total outstanding loans.
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5. Case Study

“Self Help Groups (SHGs) operating as Business Correspondents (BCs) — A Case Study of the Janhit
Model

Janhit Foundation facilitates the formation of Self Help Groups of women in India, motivates them to save, then
links them to banks to access cash credit limit and empowers them to lend to their members at their own
finalized terms and conditions, recovering the loans accordingly. Thus, creating an effective demand where the
poor have an opportunity to access livelihood support services i.e. Microcredit, Skill Enhancement, Marketing
etc and improving income generation and asset building capacity. Janhit has also realized that empowering the
poor is a long-term process and desired results can be achieved only with long term handholding by Self Help
Groups and the creation of a win-win situation for the Self Help Groups, social intermediaries and financial
institution. Janhit has established a tie up with Shivalik Mercantile Cooperative Bank, wherein the bank extends
customer friendly and high quality financial services to SHGs and Janhit indemnifies the Bank from any default
in loan repayment by SHGs. Janhit also ensures concurrent monitoring for productive utilization of microcredit
and timely repayment against a service charge of 6% of outstanding bank loan payable by bank to Janhit. This
service charge will make the program operational i.e. sustainable after 2-3 years of starting operations and ensure
long-term handholding. The impact of this model can be gauged from following points:

* Shivalik Bank has extended bank loans to Self Help Groups (SHGs) amounting to 49.74 crore with no Non
Performing Asset (NPA) attributed to SHGs for their livelihood and other needs till 2013-14.

« Self Help Groups (SHGs) have mobilized savings amounting to 7.42 crore and availed loan from their groups
amounting to 55.14 crore with less than 5% default till 2013-14, and unburdened their members from high
interest loans from Money lender through debt swapping extensively.

* Most of program units i.e. Blocks which are 2-3 years old have become sustainable or are inching towards it
and are contributing towards the start of operations in new units. These pilot projects clearly demonstrate that a
community-driven and owned Self Help Groups (SHGSs) structure can efficiently and effectively drive financial
inclusion for banks. These Self Help Groups (SHGs) women members are also successful community mobilisers.
It also depicts the women empowerment associated with this initiative”. (Excerpt from ‘The Bharat Microfinance
Report, 2014°).

6. Conclusion

Since independence, schemes were being planned and implemented by the Government of India (GOI) for
economic independence of women mainly by exposing them to formal mode of finance through Self Help
Groups (SHGs), Women Self Help Groups (WSHGs) and Self Help Group — Bank Linkage Programme
(SHGBLP) and its collaboration with Non Government Organizations (NGOs). Through our study we can
ascertain that all these efforts have improved women’s access to finance in India especially in the rural regions.
This is evident from the statistics which shows that women’s accessibility to credit has increased from 7474
crores in 2007-08 to 24419.75 crores in 2014-15 (SHG credit linked over the years, NABARD, 2007-2015). The
improvement in credit savings of women eventually created a huge impact in the inclusion factor of the country.
This study may inspire Non Government Organizations (NGOSs) to start more Self Help Groups (SHGs) with the
help of commercial banks and government agencies, to provide more credit facilities to women in the country.
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