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Abstract  
          Ever since the epoch-making contribution by Prof. Mohammad Yunus of Bangladesh who initiated a macro move in form of 
microloans through Grameen Bank, the economies round the world were forced to rethink over their developmental planning 
initiatives. Several countries including India began lending to the marginalized sector of the community who was starved of credit on 
account of inability to furnish collateral security. One such outcome was formation of self-help groups that lead to generated incomes 
for beneficiaries through engagement in income generating activities (IGAs).  
 
          There are studies on record that reflect that more than 90 percent of beneficiaries of SHG movement are women. The studies 
also reflect that the formation of these groups has resulted in provisioning of funds to these clients and thus empowers them. The 
present chapter thus considers the women beneficiaries and tries to analyze its impact on women beneficiaries. The present chapter 
considers the impact of self-help groups on the women beneficiaries through the survey of literature. For this purpose, the existing 
literature has been investigated both nationally and internationally. The reference period of the study is year 2000-2021.   
 
Keywords: Contribution, Microloans, Marginalize, Empower, Beneficiary. 
 
Introduction 

Over the past four decades, microfinance has been widely accepted as a tool for facilitating the lives of marginalized and the 
underprivileged masses. It is able to do so by provision of financial services such as credit, saving, deposit, insurance and repayment 
to those who are deprived of it (Semer, 2015). This section of people is deprived of credit on account of their inability to provide 
collateral security (Ledgerwood 1998; Semer, 2015) to formal financial institutions. As a result, they are declined credit. Microfinance 
provisioning goes beyond this scenario and provides credit to those who actually need them. It provides working capital to poor 
people so that they can run their own startups (Semer, 2015) and businesses (Alhassan and Akudugu, 2012). As a result, it helps in 
improving the socio-economic conditions of the poor (Al-Mamun, et al. 2014). Thus, it is being considered as “antipoverty 
instrument” in developing nations as it provides financial aid to the poor especially women and makes them self-employed (Diro and 
Regasa, 2014). 
 

One such approach through which microfinance provisioning is executed is the formation of self-help groups (SHGs). Self-
help groups are the vital strategic initiatives that encourage and invigorate women’s empowerment (Kiran, 2009). These programmes 
help in consolidating the position of women who organize themselves in form of groups. These groups help in strengthening member 
women’s self-esteem and self-worth, instill a greater sense of awareness of social and political issues leading to increased mobility and 
reduced traditional seclusion of women (Lokhande, 2010). Most importantly micro-finance programmes through self-help groups 
enable women to contribute to the household economy and also have a positive impact on intra-household bargaining power. Thus, 
self-help groups have provided real economic power in the hands of women and has considerably reduced their dependence on their 
male counter parts (Singh and Kumar, 2008; Ssendi and Anderson, 2009). In this regard, the present chapter makes an attempt to 
conceptualize the role of self-help groups in strengthening and empowering the women folks in the society.  

 
Objectives 
The present chapter proposes to concentrate on the following specific objectives:  

1. To explore the theoretical framework pertaining to SHG movement;  
2. Examining the mechanism of functioning of Self-Help Groups;  
3. Reviewing the the role of SHG movement in empowering the marginalized and the underprivileged women; and  
4. Highlighting the conclusion and suggestion to enhance the effectiveness of SHG movement. 
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Methodology 
          The studies considered and reviewed pertain to the year 2000 onwards till 2021. Therefore, the reference period of the study is 
year 2000-2019. Indeed, a significant amount of literature on SHGs has appeared from these 20 years. The studies undertaken for the 
purpose include both national and international studies. The theoretical framework has been laid down in section 1. Section 2 brings 
out the mechanism of functioning of Self-Help Groups. Section 3 reviews the role of SHG movement in empowering the marginalized 
and the underprivileged women. Section 4 contains the summary and suggestions to enhance the effectiveness of SHG movement. 
 
Section 1: Theoretical Framework 
1.1 The Concept of Self-Help Group 
 Self-Help Group is a peer-controlled, small and informal association of the poor who are organized around savings and credit 

activities (Mishra etal., 2010).  On similar lines, Saravanan (2016) defined Self-Help Group (SHG) as a small voluntary 
association of poor people. However, the belongingness of poor masses from same socio-economic background was 
highlighted. A year later, Nandhini et al. (2017), redefined and confined the concept of SHG to a group of rural poor females. It 
was added that these poor women have volunteered to form group in order to eradicate poverty of the members. Thus, Self-
Help Group (SHG) is a small voluntary association of poor people or poor women, preferably from the same socioeconomic 
background who come together for the purpose of solving their common problems through self-help and mutual help. 

 
1.2 Genesis of SHG movement 
 The Self-Help Groups moment is not new. The credit for contributing the concept goes to Prof. Mohammed Yunus who started 

lending microloans to poor masses through Grameen Bank of Bangaladesh in1975 (Yunus, 2008). The loans were granted to 
the poor without collateral security and involvement in paper work (Saravanan, 2016). This gave new identification to rural 
credit in Bangladesh. On similar lines, the efforts were initiated in India by MYRADA in1985 with the formation of self-help 
groups (SHGs). In continuation of this, around 300 SHGs were formed in 1986-87 as a part of MYRADA’s projects. This was 
on account of failure of cooperative system of accounting. In the same year, National Bank for Agricultural and Rural 
Development (NABARD) also initiated efforts for the formation and promotion of SHGs. However, efforts were more refined 
when these groups were linked with banks in 1991-92. Since then, the SHG movement took an elevation and has witnessed 
tremendous growth.  

 
Section 2:  Mechanism of Functioning of SHGs 
Sandhu (2013) has defined the mechanism of functioning of SHGs in the following manner: 

a. A small group of people ranging from 10-20 members who are economically homogeneous come together in order to form a 
group and carry out common activities.  

b. All the members save and pool their amount in a common fund called group fund.  
c. The group savings, interest, any group profit from a common activity are deposited in the group’s bank account, preferably by 

the 10th of every month or once collected.  
d. The group has 2-3 office bearers elected collectively by group namely: President, Secretary and Treasurer (optional). The 

office holding is at least once in two years.  
e. The Group meetings are conducted periodically at fixed intervals to discuss, socioeconomic issues or problems of members. 
f.  Decisions are taken at meetings by a consensus of the group and not by office bearers.  

 
Section 3: Empowering the Marginalized and the Underprivileged Women 
 The Role of Self- Help Group Approach 

Sr. 
No. 

Author Year  Description 

1. Manimekalai and 
Rajeshwari 

2000 Tremendous positive improvement in the attitude of women SHG 
members after formation of SHG as compared to pre SHG 
situation. 

2. Puhazhendi and Satyasai 2000 After formation of SHG, there was: 
 Improvement in self-confidence,  
 Better communication skills of the participating women. 
 Fair treatment in the family.  

 
3. Dadhich 2001 After joining SHG: 
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 Women commanded more respect, affection, and rightful place in 
the family. 

 Improvement in self-confidence,  
 It was highlighted that the members in some cases, have even 

forced liquor shops to close down and are in a position to chase 
away drunken men entering into the village. 

4. Manimekalai and 
Rajeswari 

2001 Helped the groups to develop: 
 Sense of leadership,  
 Organizational skill and management, 
 Modernization of business activities. 

5. Hosamani et al. 2001 Formation of SHG leads to empowerment of women. 
6. Reddy and Manak  2005  Increased confidence, and 

 Women are able to fight for their rights and entitlements,  
 Development of better language and financial skills through the 

SHG. 
7. Balu 2005  Increased confidence, and 

 Development of better language and financial skills through the 
SHG. 

8. Sultana 2005  SHGs instill confidence, 
 Inspire women to venture into self-employment and income 

generating activities. 
9. Vasimalai and Narendra 2007  Promotion of leadership potential among women,  

 Change in gender roles at household level, 
 Nearly 40 percent of SHG members develop basic accounting skills 

of group account books. 
9. Shah  2008 SHG ensure social empowerment of participating women members 

by 
 teaching the skills to work in groups 
 address common problems using participatory method  

10. Reji  2009  Almost all the members expressed an increased role in: household 
decision-making in decisions related to purchase of food items, 
household investments, and children's education, decisions related 
to marriage of children, enterprise activities and selection of job.  

 High level of self-confidence,  
 Increased ability to contribute to their household, and ability to 

freely interact with other members of the community. 
 better treatment in their family and 
 Feeling of being respected in family than that of pre-NHG 

situation. 
11. Vachya et al. 2009  A negative impact on empowerment of poor SC women SHG 

members. 
12. Lokhande 2010 The lending to the groups facilitated:  

 The fight against alcoholism, child marriages, dowry and 
superstitions.  

 Participation in the social welfare programmes and are involved in 
decision making at family and village level.  

 Improvement in communication skills  
 Increased confidence to deal with the bank officials and discuss 

issues in bank meetings after joining the group. 
13. Mansuri 2010 SHG helps in tackling exploitation and gives them social 

autonomy.  
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14. Chan et al. 2011  Questioned the usefulness of group lending on women.  
 It was asserted that ‘credit is disempowering’, leading to an 

increase in tensions within the family.  
 Additionally, borrowers are ‘eating less in order to meet loan 

repayments’, and lost ‘confidence and sleep due to worry about 
how to find the money for the next instalment’. 

15. Sandhu  2013 SHGs help in alleviating poverty and serve as a major source of 
microfinance for its members. 

16. Diro and Regasa 2014 The lending through SHGs has positive significant average effect 
on following: 
 

 households’ average monthly income, 
 households’ average consumption expenditure,  
 accumulate savings 
 housing improvements 
 technique to enhance income generating 

activities of the poor,  
 Ensures better quality of life. 

 
17. Sarania 2015  SHGs play a vital role in the empowerment of rural women 

result showed positive change in indicators of economic 
empowerment, viz., income, employment and savings after joining 
the SHG as compared to pre-SHG situation.  

18. Kapila et al.  2016  Increased participation in household decisions.  
 Microcredit has strengthened the women empowerment. 

19. Kumar 2016 Formation of Neighbourhood Groups (NHGs) and Self-help 
Groups (SHGs), has become a very popular poverty alleviation and 
women empowerment model in Kerala. 

20. Banerjee and Jackson  2017 Found negative impact of microfinance on account of the 
following: 

 Increasing indebtedness among already impoverished 
Communities.  

 It was pointed that microfinance even elevated the problems of 
beneficiaries on economic, social and environmental front. 

21. Nandhini 2017 After joining the SHGs, there were: 
 Increase in income of women SHG members  
 Better management of the monthly house hold expenditure which 

has risen to a considerable level. 
 But the savings is increasing at slow rate, because the incremental 

expenditure is higher.  
22. Chiru  2018 Self Help Groups play the significant roles for economic 

development of members and create the economic growth for the 
nation. 

23. Sinu 2019 Self Help Group (SHG) intervention has led to: 
 Tremendous change in the life of women at the grass root level.  
 Positive impact on their empowerment both in social and economic 

aspects. 
24. Devdasan P. 2019 SHGs get indulged in the income generating activities, which lead 
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 and Rakshitha R. to economic independence. 
In addition, the regular meetings and discussions also make a 
positive impact on betterment of communication skills and build 
confidence which ensures their social development.     

25. Murale V., Bettina L. 
and Viswanathan P. K. 

2021 Self-help groups (SHG) have ensured empowerment of poor rural 
women that belonged to socially marginalized communities in 
Kerala, India. 

 
            The analysis of majority studies in existing literature on role of the Self- Help Group approach on empowering the 
marginalized and the underprivileged Women supported that SHGs ensure empowerment of women SHG members (Hosmani et al. 
2001; Shah, 2008; Sandhu, 2013; Kumar, 2016; Sinu, 2019). However, there were certain studies that reflected the negative role 
played by SHGs in empowerment of poor SC members (Vachya et al. 2009). On social front, some studies opined that there was 
improvement in the attitude (Manimekalai and Rajeshwari, 2000), improvement in self-confidence (Puhazhendi and Satyasai, 2000; 
Reddy and Manak, 2005; Balu, 2005; Sultana, 2005; Reji, 2009: Devdasan P. and Rakshitha R., 2019) and confidence to deal with the 
bank officials (Lokhande, 2010). In addition, it was pointed that there was improvement in communication skill (Puhazhendi and 
Satyasai, 2000; Lokhande, 2010; Reji, 2009). As a result, there was promotion of leadership potential (Manimekalai and Rajeswari, 
2001; Sultana, 2005), development of organisational skill (Manimekalai and Rajeswari, 2001) and modernisation of business activities 
(Manimekalai and Rajeswari, 2001, Sultana, 2005) which ensured economic development of members (Chiru, 2018).  
 
           It was also pointed that as a result of the membership in SHGs, the members gained respect in their family (Dadhich, 2001; 
Reji 2009) and also got fair treatment in the family (Puhazhendi and Satyasai, 2000; Reji, 2009). Further, they had a say in family 
decision making (Reji, 2009; Kapila et al., 2016; Kumar, 2016). With SHG membership, there was development of better language 
and financial skills through the SHG. (Reddy and Manak, 2005). As a result, the SHG members were able to fight against alcoholism, 
child marriages, dowry and superstitions (Lokhande, 2010). These members are able to fight for their rights and entitlements 
(Reddy and Manak, 2005) and have even forced liquor shops to close down and are in a position to chase away drunken men 
entering into the village (Dadhich, 2001). SHG helps in tackling exploitation and gives them social autonomy (Mansuri, 2010), 
participation in social welfare programmes (Lokhande, 2010; Murale V., Bettina L. and Viswanathan P. K., 2021) and educational 
development of children of members (Reji, 2009).  Thus, SHG membership ensures better quality of life for it members on social 
front (Diro and Regasa, 2014).  
 
            On economic front, it helps in enhancing women participation in economic activities (Sharma, 2001; Sandhu, 2013) and is 
technique to enhance income generating activities of the poor (Diro and Regasa, 2014; Sandhu, 2013). This results in improving 
households’ average monthly income (Diro and Regasa, 2014; Sandhu, 2013; Sarania, 2015; Nandhini, 2017), monitoring households’ 
average consumption expenditure, (Diro and Regasa, 2014; Sarania, 2015; Nandhini, 2017) and accumulation of savings (Diro and 
Regasa, 2014; Sarania, 2015; Nandhini, 2017). Further, it positively ensures housing improvements (Diro and Regasa, 2014). 
However, there are studies on record that reflect that borrower are ‘eating less in order to meet loan repayments’, and lost ‘confidence 
and sleep due to worry about how to find the money for the next instalment’ (Chan et al., 2011). On similar lines, studies by Banerjee 
and Jackson (2017) opined that the fund provisioning to these groups increases indebtedness among already impoverished 
Communities. In addition, it was also asserted that the problems of members are aggravated on economic, social and environmental 
front.  
 
Section 4: Concluding Remarks and Suggestions 
4. 1 Concluding Remarks  
           Formation of Self-help Groups is one of the most crucial developmental initiatives that have been undertaken at national and 
international level. The motive behind such developmental initiate is to promote the welfare of economy as a whole. It aims at 
considering the poor, marginalized sectors that have been excluded, ignored or less focused by formal institutional framework. In 
order to give a boost to the economy at grass root level, the SHG concept was initiated.   
 
          On majority, the available literature reflects that SHGs play a positive role in empowering the marginalized and the 
underprivileged Women. On social front, some studies emphasized improvement in the attitude, improvement in confidence and 
communication skill. As a result, there was promotion of leadership potential, organizational skill and modernization of business 
activities.  It was also pointed that as a result of the membership in SHGs, the members gained respect and fair treatment and say in 
family decision making. With SHG membership, there was development of better language and financial skills. SHG also helped 



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.08.56 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:8(3), August: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 4th August  

 Publication Date:30th August 2021 

 

 
102 

 

members to fight against alcoholism, child marriages, dowry, and superstitions and for their rights. SHG helps in tackling exploitation 
and ensures better quality of life for it members on social front.  
 
           On economic front, it helps in enhancing women participation in income generating activities of the poor. This results in 
improving households’ average monthly income, monitoring average consumption expenditure, and accumulation of savings. Further, 
it positively ensures housing improvements. However, some studies opined that it leads to less consumption of food and loss of sleep 
of the beneficiaries who are under stress of repayment of next instalment. The studies also pointed towards the role of SHG 
Membership in promoting indebtedness among already impoverished Communities. However, such studies were few in number. 
Hence, it can be concluded that microfinance has made immense contribution in improving the lives of the beneficiaries on the 
economic front. 
 
           Hence, it can be concluded that the SHG approach has made immense contribution in improving the lives of the beneficiaries 
on both social and economic front. However, still the approach needs to be strengthened. Here, the concerned government 
departments, NGOs and microfinance institutions would play a vital role in creating awareness and monitoring the activities of the 
SHG beneficiaries.  
 
4.2 Suggestions 
Recently a study by Nandhini (2017) provided the following suggestions to strengthen SHG move: 

 In order to promote the economic activities of the members, more training should be imparted to the members.  
 Members should be encouraged to attend and effectively utilize the training programs. 
 More participation should be sought from younger generation.  
 More awareness programs should be conducted so that the poor and marginalized people participate in the SHG for improving 

their standard of living. 
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