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ABSTRACT

Women self-help groups (SHGs) are organized collectives primarily designed to promote financial independence and social 
empowerment among women, particu-larly in developing regions. Emerging from the Grameen Bank model introduced by 
Muhammad Yunus in Bangladesh in the 1980s, SHGs gained traction in India during the 1990s, becoming a crucial vehicle for 
addressing poverty and socio-economic disparities among women in rural areas. (Ascent group : 2021). These groups enable 
members to pool resources for savings and lending, fostering a supportive environment that empowers women to start businesses, 
manage emergencies, and assert their rights within their communities. (Angel,& Seitz 2024).

The significance of women’s SHGs lies in their transformative impact on participants’ economic and social status. By providing 
access to credit without the stringent requirements of formal financial institutions, SHGs have enabled countless women to improve 
their livelihoods and enhance their decision-making power. Studies indicate that involvement in SHGs is correlated with increased 
confidence, better mental health. health, and a greater sense of agency among women. (Kusum & Vidya :2023)Furthermore, SHGs 
often address broader social issues, including health and education, thereby promoting collective action against societal challenges 
such as domestic violence and gender inequality.

Despite their successes, SHGs face various challenges, including limited access to training, financial literacy, and market 
opportunities, which can hinder their sustain-ability and effectiveness. The ongoing reliance on external funding and volunteer 
efforts may also threaten the operational capacity of these groups, particularly for the poorest women who may be excluded from 
participation due to social barri-ers. (Gender studies: 2024)

Nonetheless, successful initiatives, such as the Kudumbashree program in Kerala and various cooperative movements, highlight the 
potential of SHGs to drive economic and social change, further solidifying their role as a pivotal force for women’s empowerment 
in India. 
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WOMEN SELF HELP GROUP’S LENDING : A CRITICAL OVERVIEW

HISTORY
Origins of Self-Help Groups in India
The concept of self-help groups (SHGs) in India was introduced 
in 1984, inspired by the Grameen Bank model developed 
by Professor Muhammad Yunus in Bangladesh. This model 
emphasized social mobilization and collective action among the 
econom-ically disadvantaged, particularly women. The primary 
aim was to empower women through financial independence 
and community support, thereby addressing poverty and socio-
economic disparities within rural areas 

Growth and Evolution
Over the years, self-help groups have gained significant traction 
in India, evolving into a crucial mechanism for women’s 
empowerment. Initially focused on savings and micro-lending, 
SHGs have expanded their roles to include discussions on 
various social issues, such as health, nutrition, and domestic 
violence. These groups provide women with a platform to 
address their challenges collectively, facilitating personal and 
economic development.(Kusum & Vidya : 2023)

The economic reforms of the 1990s further propelled the 

growth of SHGs by inte-grating them into national development 
programs. Government initiatives began to recognize the 
potential of SHGs to promote financial inclusion and enhance 
women’s participation in the economy. Consequently, numerous 
programs were launched to support the establishment and 
functioning of SHGs across the country (Kusum & Vidya :2023.
Impact on Women’s Empowerment

Self-help groups have played a pivotal role in reshaping the 
socio-economic land-scape for women in India. By providing 
access to savings, loans, and skill de-velopment opportunities, 
SHGs have enabled women to improve their household incomes 
and social status. Many women have reported increased 
confidence and decision-making power as a result of their 
participation in these groups. (Gender studies: 2024)

The experience of SHGs illustrates the power of collective 
action among women, helping to overcome historical barriers 
and social stigmas. Success stories from various states highlight 
how women have utilized SHGs to challenge traditional gender 
roles, assert their rights, and contribute to their communities in 
meaningful ways[8][5].
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STRUCTURE OF WOMEN SELF-HELP GROUPS
Overview
Women self-help groups (SHGs) are organized associations 
designed to promote financial independence and social 
empowerment among women. These groups typically consist 
of a small, manageable number of members who voluntarily 
come together based on shared interests or socioeconomic 
backgrounds, creating a sup-portive environment for collective 
action and decision-making. (Gender studies: 2024)

The structure of SHGs is essential for fostering community 
trust, promoting accountability, and ensuring the effective 
management of group activities.

Organizational Structure : Leadership Roles
Each self-help group generally has designated leadership 
positions, including a president, secretary, and treasurer. These 
leaders play crucial roles in facilitating meetings, organizing 
activities, and managing finances.(SDG Action UNO 2022) 
Strong leadership is a distinguishing feature that enhances the 
effectiveness and sustainability of the groups, ensuring that 
members are accountable and that the group operates trans-
parently .

Meeting Protocols
Regular meetings are a fundamental aspect of SHGs, typically 
held bi-weekly or monthly. During these gatherings, members 
discuss challenges, share experiences, and plan collective 
actions. This structure not only fosters a sense of community 
but also allows for the identification of common issues and 
collaborative problem-solving. Meetings serve as a platform 
for accountability, as members are required to contribute to 
group savings and participate in discussions regarding group 
decisions.

Financial Management : Savings and Loans
Members of SHGs are encouraged to make regular contributions, 
which are pooled together to form a common fund. For instance, 
members might agree to deposit a nominal amount each month, 
which is then deposited in a bank and used for

lending among members.(SDG Action UNO 2022). This 
collective savings approach enables members to access loans at 
low interest rates, thereby facilitating entrepreneurial ventures 
and helping to manage emergencies. The profits generated 
from lending activities are typically shared among members, 
promoting a sense of ownership and financial empowerment[9].

Federations and Alliances
To enhance their effectiveness, self-help groups can be organized 
into federations. Area Level Federations (ALFs) and City Level 
Federations (CLFs) enable SHGs to collaborate, access broader 
resources, and engage in larger income-generating ac-tivities . 
These federations provide a platform for collective bargaining 
and advocacy on behalf of their members, addressing issues 
that affect their communities and enhancing their bargaining 
power with external entities.

Capacity Building and Training
Women self-help groups often engage in capacity-building 
initiatives to equip mem-bers with essential skills for managing 
their groups and improving their livelihoods. Training may 
include topics such as financial literacy, group organizing, 
advocacy, and bookkeeping. Such training enhances members’ 
capabilities, enabling them to make informed decisions and 
effectively address the challenges they face.

Challenges and Advocacy
In addition to financial empowerment, SHGs often take on 
social issues, forming political wings or committees to advocate 
for rights and community concerns, such as child marriage 
and equal pay . This advocacy work is integral to the overall 
objective of self-help groups, which aims to promote gender 
equality, end extreme poverty, and restore dignity among 
women in their communities. By uniting in this way, women 
can leverage their collective strength to effect meaningful 
change in their lives and societies.

Lending Mechanism
Self-Help Groups (SHGs) employ a structured yet flexible 
lending mechanism that empowers their members, primarily 
women, by providing them access to credit with-out the 
stringent requirements typically associated with formal 
financial institutions. This mechanism plays a crucial role in 
enhancing economic self-sufficiency and fostering community 
development.

Collective Contributions and Loan Distribution
Members of SHGs contribute a fixed amount of money to a 
common pool at regular intervals, which is then used to provide 
loans to those in need of financial assistance. The terms of these 
loans-including interest rates and repayment schedules-are 
collectively decided by the group, ensuring transparency and 
accountability in the

lending process. 
This democratic approach not only fosters trust among 
members but also allows for a clear understanding of the 
lending practices.

Strategies for Effective Lending
To mitigate potential conflicts arising from loan defaults and 
to ensure equitable distribution of funds, SHGs can implement 
various strategies: Transparent Communication: Establishing 
clear criteria for loan eligibility and openly discussing the 
decision-making process promotes fairness and transparency 
(Gender studies: 2024).

Prioritization of Loans: A priority system for loans can be 
established based on urgency and potential impact, allowing 
members to access funds when they need them most.

Regular Meetings: Holding frequent meetings encourages 
open dialogue about fi-nancial matters and helps address 
grievances, thus reinforcing a sense of community and shared 
responsibility. Conflict Resolution Mechanisms: Developing 
structured processes for resolving dis-putes can help maintain 
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group harmony.

Establishing Lending Policies
Clear and consistent lending policies are essential for the 
effective management of SHGs. These policies regulate 
loan amounts, interest rates, and eligibility criteria, thereby 
minimizing conflicts and ensuring smooth operations(Gender 
studies: 2024)].

Loan Amount Limits: Setting maximum borrowing limits 
based on the group’s total funds and risk assessment.

Interest Rates: Defining fair and sustainable interest rates 
that consider the group’s financial health and the members’ 
repayment capabilities.

Eligibility Criteria: Establishing criteria that assess members’ 
repayment history and financial needs to determine loan 
eligibility.

Repayment Terms: Clearly outlining repayment schedules 
and penalties for late payments or defaults.

Importance of Policy Adherence
Adhering to established lending policies is vital for incentivizing 
productive loan use, managing risks, and encouraging financial 
discipline among members. For instance, lower interest rates 
for income-generating loans motivate members to invest in ac-
tivities that improve their financial situation, while higher rates 
for consumption loans reflect the associated risks [(Gender 
studies: 2024). Implementing differential interest rates 
allows SHGs to differentiate loans based on purpose, thereby 
encouraging responsible borrowing.(Gender studies: 2024)].

High Repayment Rates
A distinctive feature of SHGs is their impressive repayment 
rates, often reaching up to 95%. Members recognize that the 
sustainability of the group hinges on timely repayments, which 
fosters a culture of accountability and financial responsibility. 
Peer pressure and a collective commitment to the group play 
significant roles in ensuring adherence to repayment schedules.

Flexibility in Lending
While maintaining structured rules, SHGs also demonstrate 
flexibility to accommo-date the diverse needs of their members. 
This adaptability is critical for keeping funds active and 
supporting members effectively, especially during emergencies. 
By en-couraging short-term loans for productive purposes and 
exploring micro-investment opportunities, SHGs can enhance 
their financial viability and provide robust support to their 
members.

Impact of Women Self-Help Groups’ Lending
Women’s Self-Help Groups (SHGs) have emerged as a pivotal 
force in fostering economic empowerment and social change 
within communities. The lending prac-tices of these groups 
not only serve immediate financial needs but also reflect 
broader trends in women’s empowerment and economic self-
sufficiency.

Economic Empowerment and Financial Independence
The core function of SHGs involves pooling resources and 
providing loans to mem-bers, often without the stringent 
collateral requirements of formal financial institutions. This 
access to credit has been particularly transformative for women, 
enabling them to start small businesses, invest in education, and 
manage emergencies, thereby enhancing their economic status 
and social standing within their communities. Studies have 
shown that participation in SHGs correlates with higher levels 
of confidence, improved mental health, and better financial 
stability among women.

Lending Patterns and Group Stability
The lending patterns observed within SHGs indicate a thriving 
group dynamic, characterized by high participation rates and 
a growing relationship with financial institutions. A consistent 
increase in lending activity points to the health and stability 
of these groups, showcasing their effectiveness in meeting 
the financial needs of members. As groups become more 
established, they may even evolve into larger cooperative 
societies, amplifying their impact beyond the original group 
.(Gender studies: 2024)

Social and Community Impact
Beyond financial outcomes, SHGs have a ripple effect on their 
communities. Em-powered women often become advocates 
for change, starting businesses, and contributing to social 
initiatives. The collective action facilitated by SHGs promotes 
social cohesion and collective bargaining power, enabling 
members to negotiate better terms with suppliers and enhance 
their economic resilience . Additionally, successful SHGs have 
been linked to reduced violence against women and improved 
health outcomes, as members become more engaged in social 
and political activi-ties.

Challenges and Inclusivity
Despite the successes, the participation of the poorest women 
remains a challenge. To maximize inclusivity, it is crucial 
to address social barriers such as class and caste, ensuring 
that SHGs serve all segments of society.(IIIE report :2016) 
Furthermore, the sustainability of these groups is often 
threatened by reliance on limited funding and volunteer efforts, 
necessitating strategic support to maintain their operations over 
the long term.

Challenges Faced
Despite the transformative potential of women-run Self-Help 
Groups (SHGs), several significant challenges hinder their 
growth and sustainability. These obstacles can affect the ability 
of SHGs to operate as effective organizations and limit the 
benefits they can provide to their members.

Lack of Business Understanding
A primary challenge for many SHGs is the members’ lack of 
understanding regardin core business values and practices. 
This gap in knowledge can lead to poor financia management, 
inadequate presentation skills, and an overall inability to 
effectively market their products or services. Additionally, 
socio-cultural pressures may lea to a loss of interest in pursuing 



Volume : 10 | Issue : 04 | April 2025 | e-ISSN : 2456-5040Original Research Paper

International Educational Applied Scientific Research Journal [IEASRJ]04

business activities, which can further impede the growth of 
these groups (IIIE report :2016)

Limited Training and Capacity Building
Training and skill development remain critical issues. Many 
SHGs struggle with the absence of appropriate training 
programs that address the specific needs and aspira tions of 
their members. This lack of targeted vocational training limits 
opportunities fo women to enhance their skills and explore new 
income-generating avenues.The quality of existing training is 
often insufficient, as there are few expert training institutions 
available to SHGs.

Financial Management Challenges
Effective financial management is crucial for the sustainability 
of SHGs. However, many groups face difficulties due to a 
lack of financial literacy among members. This issue hampers 
their ability to manage savings, repayments, and investments 
effectively. The absence of standardized financial management 
systems als affects the growth of SHG bank accounts and the 
overall financial stability of the groups.

Social Mobilization and Inclusion
Universal social mobilization presents another significant 
hurdle. Identifying and including the poor in SHG activities 
remains a challenge, necessitating the devel-opment of 
community resource persons for participatory identification.
Without effective outreach, many marginalized women are 
excluded from the benefits that SHGs can offer.

Short-Term Focus and Poor Marketing Skills
Many SHGs operate with a short-term orientation, focusing 
on immediate needs rather than long-term sustainability.This 
approach can lead to missed opportu-nities for growth and 
expansion. Additionally, poor marketing and promotional skills 
further restrict the ability of SHGs to reach wider markets and 
increase their income potential.

Impact of External Factors
External factors such as economic fluctuations, regulatory 
changes, and limited access to markets can also significantly 
impact the viability of SHGs. For instance, the ability of SHGs 
to secure loans and financial support from banks is often 
dependent on the broader economic context and the perceived 
risk of lending to rura populations.

Success Stories : Kudumbashree Initiative
Kudumbashree, a prominent poverty eradication and women’s 
empowerment pro-gram in Kerala, stands as one of India’s 
largest and most successful networks of Self-Help Groups 
(SHGs). With over 4.5 million members, Kudumbashree has 
significantly contributed to enhancing the socio-economic status 
of women in the state. The initiative provides comprehensive 
training, credit, and support for in-come-generating activities, 
empowering women to achieve financial independence and 
engage actively in their local economies
Amul Dairy Cooperative

The Amul Dairy Cooperative, established in 1946 in Gujarat, 

exemplifies the trans mative power of cooperatives in bolstering 
local economies. It has evolved into c of the world’s largest 
dairy cooperatives, boasting millions of members. By remov 
intermediaries and ensuring fair prices for milk producers, Amul 
has notably impro the livelihoods of farmers and advanced the 
economic development of the region[

Women’s Empowerment Through SHGs
Women-led SHGs in India have emerged as significant drivers 
of microfinance, affecting grassroots development across 
the nation. As of March 2024, nearly ni million SHGs with 
approximately 100 million women members operate in India, 
reflecting the immense scale and impact of this movement. 
These groups are no only involved in financial activities but 
also manage various community services s as water supply, 
solid waste management, and community kitchens, showcasing 
diverse roles women play in societal development Centre for 
IS :2022].

Community Engagement
The success of these initiatives is often attributed to strong 
community involvem and capacity building. Effective 
leadership, transparency, and accountability are f damental 
for the prosperity of SHGs and cooperatives. Training and 
support ena members to enhance their skills and make informed 
decisions, fostering a sense ownership and commitment.

Personal Stories of Resilience
The participants in SHG meetings frequently share inspiring 
narratives of resilien and hope. These gatherings serve as 
platforms for women to envision brighter futu and gain the 
skills necessary to drive change in their lives and communities. 
The enthusiasm and determination displayed by these women 
underscore the importa of providing empowering environments 
where they can recognize their potential

Government Support and Initiatives
The Indian government’s support through initiatives like the 
Deen Dayal Antyoda Yojana (DAY-NRLM) has been crucial 
in organizing rural poor women into SHGS aiming to improve 
their quality of life and help them rise above poverty. This progr 
co-financed by the World Bank, has reached over 67 million 
women across the co try, showcasing the national commitment 
to women’s empowerment and econom participation.

CONCLUSION
Research has indicated that participation in self-help groups 
(SHGs) generally le to positive outcomes for women’s 
empowerment. Women involved in SHGs repor increased 
control over resources, enhanced decision-making regarding 
access resources, rights, and community entitlements, as 
well as improved mobility and reproductive health choices 
within households. Economic SHG programs that incorporate 
training components tend to exhibit even larger effects on 
women’s economic and reproductive empowerment. However, 
quantitative analyses have not shown significant positive effects 
on psychological empowerment measures. as self-confidence.

The success rate of SHGs hovers around 50%, with higher 
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failure rates noted in the northern regions compared to the 
south. These mixed outcomes underscore the necessity 
for robust evaluation frameworks to ascertain which SHG 
models yield the most effective results in various contexts. 
Qualitative studies have identified key mechanisms through 
which SHGs empower women, including familiarity with 
financial management, independence in decision-making, and 
the establishment of solidarity networks[25][26]. Nonetheless, 
evaluations often lack detailed information about the specific 
activities undertaken by SHGs, which hampers the ability to 
draw comprehensive conclusions about their effectiveness.

]Effective loan repayment management is vital for the 
sustainability of SHGs. High repayment rates, often reaching 
95% in some regions, reflect a culture of financial responsibility 
among members, driven by peer accountability and clear 
repayment rules. Flexibility in repayment schedules, aligned 
with borrowers’ income. cycles, enhances repayment success 
and reduces financial stress. Moreover, SHGs can adopt diverse 
repayment methods, including traditional cash payments and 
digital transactions, to facilitate smoother operations and 
record-keeping.

To manage SHG lending effectively, clear policies should 
be established concern-ing loan amounts, interest rates, and 
eligibility criteria. This regulatory framework minimizes 
conflicts and enhances operational efficiency . Policies must 
also be adaptive, allowing adjustments for emergencies and 
recognizing members’ diverse financial needs . Despite these 
structures, challenges persist within the broader microfinance 
landscape, including high interest rates and rigid repayment 
schedules that may hinder borrowers’ potential for long-term 
investments and overall income growth.
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