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Abstract

ThispaperprovidesinsightsintotheimportanceandfunctioningofSHGstoensurefinancial
inclusion and sustainable developmentin India.Therefore the paperis discussing the
financialinclusion,SHGanditsdigitisation,SHGBankLinkageprogram anditscurrentstatus.
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Introduction

Accessibilitytofinancebythepooranddisadvantagegroupsisanessentialforpovertyalleviationand
economicempowerment.Forinclusivegrowthandsustainabledevelopmentavailabilityoffinancial
servicesisprerequisite.Financialinclusionrefersthatavailabilityoffinancialservicesatareasonable
costtothevastsectionsoftheunderprivilegedandless-incomegroups.Themainobjectiveisto
spreadvariousfinancialservicesincludesavings,credit,insuranceandremittancefacilitiesofthe
financialsystem tothepeoplewithlow incomes.Throughgraduallythepoorcanlifttheirliving
conditionsfrom onestagetoanother,sothefinancialinclusionprocessthatcanliftup thepoorto
comeoutofpoverty.

FinancialInclusioninIndia

Financialinclusionisemergentasapriorityforanation’seconomicdevelopment.TheReserveBank
hasimplementedamulti–prongedstrategyforenhancingtheoutreachoffinancialservicesthrough
entireSpectrum ofthefinancialsystem whichcomprisesCommercialBanks,RegionalRuralBanks
(RRBs),UnionCo-operativeBanks(UCBs),PrimaryAgriculturalCreditSocieties(PACs),postoffices,
Self-Help Groups (SHGs)and Microfinance Institutions (MFIs)to meetthe financialservice
requirementsofthepoorersegments.Toreachtheun-reachedtheGovernmentofIndiaandReserve
BankIndiahasbeenintroducedmanyprogramssinceIndia’sindependence.
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YEAR EVENT

1969-71 NationalizationofmajorPrivateBanks

1972 Mandatorysystem ofPrioritySectorLending

1982 EstablishmentofNABARD

1975 EstablishmentofRegionalRuralBanks

1992 PilotingandmainstreamingofSHGmovement

1998 KisanCreditCard

2008 UseofBankingCorrespondents

2011 regulatingMFIoperations

2014 LaunchofPMJDY -largescaleopeningofsavingsaccountsby
banks

2016 Largescaleinitiativetopromotedigitaltransactions

branchexpansion,penetrationofATM

UPI,BHIM,AadhaarPay,e-KYC

MobileasOutreachMechanism

2020
Corporates entered as Business Correspondents.Fintech

Innovation

SelfHelpGroups(SHGs)

Avoluntaryassociationof10-20poorpeople,preferablyfrom thesamevillage&socio-economic

backgroundwhocometogethertosaveandlendtoeachother.Itisasmallassociationofpoorpeople

forapurposetosolvetheircommonproblemsthroughmutualhelp.Itpromotesmallsavingsamong

itsmembersandsuchsavingsaredepositedinabankinthenameofSHGascollectivefund.This

fundedsurplusisusedforintra- group lendingtotheirmembersasloan,withasmallinterest.Aftersix

monthsofcommencement,thegroupsbecomeeligibletoavailgovernmentgrantsandschemesif

theirfunctioningfoundsmoothandsatisfactory.SHGshavelowtransactioncostandlessriskcostfor

banksandactaseffectiveintermediariesatthegrassrootlevel. SHGs providedoorstepfinancial

servicestopoorwhichactasbusinesscorrespondentstobanksforextending financialinclusion.
SHGshaveuniquecharacteristicssuchas Informalnature,decentraliseddesign,smallcommunity
based,Savings-led,doorstepfinancialservices,democraticfunctioning,lesstransactioncostsof
banks,creationofsocialcapitalandsustainableinclusionthroughhouseholds.

RoleofSHGs
 Tomobilizetheresourcesoftheindividualmembersfortheircollectiveeconomic

developmentandupliftingthelivingconditionsofthepoor
 .Tocreateahabitofsavingsandutilizationoflocalresourcesinform ofutilizing

individualskillsforgroupinterest.
 Tocreateawarenessaboutrightsthathelpinfinancialassistance.
 Toactasamediaforsocio-economicdevelopmentofthevillage.
 TodeveloplinkageswithinstitutionsofNGOs.
 Tohelpinrecoveryofloans.
 Togainmutualunderstanding,developtrustandself-confidence.
 Tobuildupteamwork.
 Todevelopleadershipqualities.
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 Touseasaneffectivedeliverychannelforruralcredit

CurrentStatusofSHGs

Table.1

year Number of
SHGs
No.inLakhs

1992 0.255

2000 2.00

2010 69.59

2020 102.43

Source:www.nabard.com

SHGsandWomenempowerment

Financialindependencemakesawomanassertiveandempowered.Financiallyempowered
womenareabulwarkagainstsocietalevils.womenempowermentespeciallyinruralareas
leads overalldevelopmentofthesociety.SLGshasnow becomethelargestcoordinated
financialinclusion programme in the world with more than 95% ofthe groups being
exclusivelywomengroups,theprogrammehasprovidedamuchneededpushtowomen
empowermentinthecountry.Sofar45lakhwomenselfhelpgroupshavebeencreatedwith
fivecroreactivewomenparticipants...infactthesegroupshaveaddedonemoreearning
memberinthesefivecrorefamiliesinruralareas.India’sSHGmovementhasevolvedfrom
smallsavingsandcreditgroupsthatsoughttoempowerpoorruralwomen,intooneofthe
world’slargestinstitutionalplatformsofthepoor.Now67millionIndianwomenaremembers

of6millionSHGsandthroughtheSHGroutetheyescapedfrom poverty.TofightoverCovid-

19 more than 19 million masks have been produced by 20,000 SHGs across India
.Furthermore,SHGssetupover10,000communitykitchensacrossthecountrytofeed

strandedworkers,thepoor,andthevulnerable.

SHGbanklinkageprogram (SBLP)

India’sSelfHelpGroup(SHG)movementhasemergedastheworld’slargestandmostsuccessful
communitybasedpovertyalleviationandempowermentprogram.Itispredominantlyawomen’s
movement..In1992,NABARDlaunchedSelf-helpgroupBankLinkageprogrammetofillthegaps

betweenbankingsectorandexcludedpoorsegment.SHG-BLP (self-helpgroup-banklinkage
programme)isasteptowardsbringingthe‘unbanked’poorintothemainstream banking
channel.SHG-BLP,whichcouldlinkmillionsofruralpoortotheformalbankingsystem,could
havebeenthemaininstrumentforfinancialliteracyandfinancialinclusioninthecountry.

SBLP havingawidenetworkofruralbankbranchesinIndiareachingthepoorest,whosecredit
requirementswereverysmall,frequentandunpredictable,wasfoundtobedifficult.TheSBLPhada
modestbeginningwith255creditlinkedgroupsandloanamountofRs.29lakhin1992-93.Sincethen
theprogram hasgrownexponentially.Intheprocess,SHGsemergedasamassmovementacrossthe

countryandlargestcommunitybasedmicrofinancemodelintheworld.
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Table2:AchievementsofSHG-BankLinkageProgramme-2020 

Sr.
No

Particulars
Total
Physical 
 (No.inLakhs)

Financial 
(̀incrore)

1 TotalnumberofSHGssavinglinkedwithbanks
                
102.43

26,152.05

(i) OutoftotalSHGs-exclusiveWomenSHGs                   88.32 23,320.55

(ii) OutoftotalSHGs- underNRLM/SGSY                   57.89 14,312.70

(iii) OutoftotalSHGs-underNULM/SJSRY                     4.69 1,523.57

2 TotalnumberofSHGscreditlinkedduringtheyear2019-20                   31.46 77,659.35

(i) OutoftotalSHGs-exclusiveWomenSHGs                   28.84 73,297.56

(ii) OutoftotalSHGs–underNRLM/SGSY                   20.49 52,183.73

(iii) OutoftotalSHGs–underNULM/SJSRY
                     
1.59

3,406.22

3 TotalnumberofSHGshavingloansoutstandingason31March2020                   56.77 1,08,075.07

(i) OutoftotalSHGs-exclusiveWomenSHGs
                   
51.12

1,00,620.71

(ii) OutoftotalSHGs-underNRLM/SGSY                   36.89 67,717.07

(iii) OutoftotalSHGs-underNULM/SJSRY                     2.67 5,466.87

4 Averageloanamountoutstanding/SHGason31March2020(iǹ )   1,90,371.18

5 Averageloanamountdisbursed/SHGduring2019-20(iǹ )   2,46,850.92

6 Estimatednumberoffamiliescoveredupto31March2020 1241  
7 NoofBanksandFinancialInstitutionssubmittedMIS(innumber) 470  

Source:www.nabard.org

E-Shakti-DigitisationofSHGs

ApilotprojectlaunchedbyNABARDfordigitisationofSHGsintheyear2015intwodistricts
and during 2016 and 2017 expanded to 100 districts across the country.Itgoals at
digitisationofdataofallSHGsforaugmentingtheeaseofdoingbusinesswithSHGs.ThThis
pilotprojectknownasE-shakthiisarootofGovernmentofIndia’s“DigitalIndia”mission.

TheobjectiveatdigitisationofSHG accountstobringSHG membersunderthefoldof
FinancialInclusionwhichhelpthem toaccesswiderrangeoffinancialservicestogetherwith
creditappraisalandlinkagebywayofassimilatingSHGmemberswiththenationalmission
FinancialInclusionscheme.ItImprovetherelationshipbetweenSHGmembersandBanksfor
efficientandhasslefreedeliveryofbankingservicesbyusingtheavailabletechnologyand
facilitatemergingofdeliverysystem withSHGsusingAadhaarlinkedidentity.Transparent
andpropermaintenanceofrecordsofSHGswillfacilitateinfosteringandstrengtheningof
SHGs. ItwillbealsohelpfulforSHGscreditlinkagewithbanks.

DigitalempowermentwillhelpinbringingSHGsonacommonwebbasede-platform.E-book
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keepingfortheSHGshelpkeepingaccountseasyforlowliteracyclients.Digitisationpackage
ofSHGsprovideinformationsuchas MemberwisedetailsofSHGsonsaving,lending,
attendance,SHGandmemberwisecredithistory,FinancialstatementofSHGs–Balance
sheetandProfitandLossaccount,GradingchartofSHGs,MicroCreditPlanoftheSHGs,
Auditreport,Banklinkagedetails–savingsandcreditdisbursementetc.E-Shaktiplatform
willhelpinpromotingnationalagendaofFinancialInclusionandensurereliabilityofSHGdata
toovercometheissuesrelatedtomultiplefinancingbybanks.

Conclusion

Sustainabledevelopmentandtheintegrationofallsectionswouldbetheultimatebenefitsfor
India.TheSHGswouldleadtoastrongcommunitydevelopmentensuringeradicationof
socialevilsintheenvironment.Itservenearly60millionpeopletorelieffrom theirbasic
problems and providing welfare and improved life.Digitisation ofSHGs is ‘one click’
availabilityofthefinancialservicesofself-helpgroupsenablesBankstopickgoodquality
creditassistance.SoSHGswouldsignificantlycontributetoachievethegoalsoffinancial
inclusionandinclusivegrowthsystems
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