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Abstract 
 
Self Help Groups (SHGs) allows rural poor to pool their tiny savings and access to formal credit 

for their socio-economic development. The present study used structured interview schedule to 

collect primary details from the sampled households of study area. The findings show that these 

informal groups allows member beneficiaries better options to save and spend more on their 

consumption and business purposes in their microenterprises. However, the proportion of loans 

used for consumption purposes is continuously declining due to increasing availability of formal 

credit through SHGs. Also the member households are more able to meet their basic needs which 

were earlier unsatisfied through their household enterprises. The microcredit intervention through 

SHGs allows wider options for mobilizing their tiny savings, access to credit and foster 

development. 

 

1 Introduction 
 
The fundamental problem facing any household is to accumulate necessary capital to foster 

economic development (Nurkse, 1946). Generally, the household economies of village poor are 

hard pressed to meet minimum consumption needs. Furthermore, the purchase of herds, materials 

things and seeking suitable financial services become the most difficult task. Microfinance allows 

option for tiny household savings and capital accumulation for development. It not only enhances 
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their income from different sources to come out of poverty and hunger but also protect them from 

their vulnerability (Aghion & Morduch, 2005). 

 

The studies of development literature show that all economists unanimously agreed that material 

progress is largely dependent on savings and investment in each society. Pooling of household 

savings is the starting point of ensuring the access to formal credit and other financial products or 

state of technical application to come out of poverty. The availability of supportive credit with high 

unemployment creates effective demand (Keynes, 1936). Schumpeter also argued for the leading 

role of the entrepreneur on the basis of economic power of credit on the level of income and 

economic development (Schumpeter, 1976). This idea was further extended by Yunus by linking 

credit to self-employment through his experiment of Grameen Bank in Bangladesh (Yunus, M. and 

Jolis, A; 2007). This way, he proved the social-power of credit in removing rural poverty. Evidence 

from recent microfinance literature demonstrates that access to financial services enables household 

economies of poor people to purchase herds, building assets, enhancing skills, increase their income 

levels from different sources and reduce their vulnerability to the crises (Sarangi, 2007; Thorat, 

2006; Rhyne & Otero,1992). 

 

In the light of the above, the present study aims to examine to what extent the membership of SHGs 

improve financial situations of member household economies than poor non-member households. 

This paper is organized into five sections, including the present one which introduces the 

background. Section II focuses on research methodology adopted by us for estimating the 

improvement of financial options for poor household through the SHG membership. The 

demographic characteristics of the surveyed poor households are taken up in Section III followed by 

analyzing results of health improvement in section IV. Section V summarizes the results. 

 

2 Research Methodology 
 

Two districts of Uttar Pradesh namely Rampur and Ballia representing low and high concentration 

of the cumulative number of SHGs linked with the banks were selected for study. For conducting an 

empirical study, it considered SHGs of three age groups viz., (i) SHGs up to two years, (ii) three to 
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four years and (iii) five years and above. Multi-stage purposive random sampling method was 

adopted. Structured interview schedule was used to collect primary data. Thereafter, from each 

district, ten villages were visited for fulfilling these criteria of data collection. From each age group 

two representative SHGs were selected for case study of twenty members of the two SHGs. Thus, 

sixty member beneficiary households of SHGs from each district were selected for case study from 

member beneficiary, and sixty non-beneficiary households from similar socio-economic conditions 

were also interviewed. 

 

A sample size of 120 beneficiary households of SHGs and 120 non-beneficiary households was 

collected through the sample survey for the study. Thus, altogether a sample of 240 households has 

been collected from both the districts. The study collects the data for above the poverty line 

members of SHGs promoted under NABARD and below the poverty line members of Swarna 

Gayanti Gram Swarojgar Yojana (SGSY). The present study analyses impact of SHGs on improved 

financial situations of household economies of rural people. To test the hypothesis, we collected 

data on household savings mobilization, extent of credit provided and corresponding asset creation 

and their debt outstanding. 

 

3 Socio-demographic Characteristics of Surveyed Households 
 

The socio-demographic characteristics of household economies have an important bearing on 

mobilizing household savings, access to credit, asset formation and their debt outstanding. These 

characteristics also influence living standards of the rural households by affecting their income 

earning capabilities. This section specifies these characteristics through educational attainment of 

family members, family size and dependency ratio. 

 

3.1 Educational Level 
 

Duration of schooling of the persons in any household affect the likelihood of household savings, 

access to formal credit, asset creation and their income level as well. Easy access to micro-credit 

can help them in providing education to their children for longer duration. The Figure 1 shows the 

distribution of educated members of poor member households as compared to non-beneficiary 
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households. Around 60 percent of the members of beneficiary households of NABARD supported 

SHGs and 65 per cent members of non-beneficiary households were found literate. Of this, about 24 

percent, 28 percent, 6 and 4 percent of the members of the beneficiary households of NABARD 

supported SHGs had education up to the primary, higher secondary, senior secondary and 

graduation level respectively as compared to 23 percent, 33 percent, 6 percent and 2 percent of the 

members of non-beneficiary households. In case of SGSY-SHGs, about 46 percent members of the 

beneficiary households of SGSY-SHGs and 50 per cent members of non-beneficiary were found 

literate. It can be noted from figure 2 that a few of members of non-beneficiary of SGSY attained 

the degree of senior secondary and graduation. Further, these numbers is even higher for the 

beneficiary of NABARD supported SHGs and for their non-beneficiary households. 

 

Figure 1: Education Level of Members in Sample Households 
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3.2 Household Size and Dependency Ratio 
 

Recently, India is experiencing rapid demographic change in its population. This might be possible 

through high saving and investment rates to foster economic development of country. Mortality 

rates in rural areas have declined significantly in recent decades. Figure 3 indicates the average 

family size and dependency ratio of the sample households. The result for the family size revealed 

that the average family size of beneficiary of NABARD supported SHGs was 5.1 persons which 
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make no difference with the average size (5.1 persons) of the non-beneficiary. However, the 

average size of the beneficiary of NABARD supported SHGs of more than five years was smaller 

(4.8 persons) and bigger (5.4 persons) for beneficiary households of SHGs for 3-4 years. In case of 

the beneficiary of SGSY-SHGs, the average size of family was 5 persons while it was 5.8 persons 

for the non-beneficiary. The average family size of beneficiary of SGSY-SHGs of more than five 

years was found bigger (5.2 persons) and smaller (4.7 persons) for beneficiary of SHGs for 3-5 

years. In addition, figure 2 also substantiates data on dependency of family members on the 

working members. The figure 3 shows that mean dependency ratio is less than one percent for the 

beneficiary of NABARD supported SHGs. This is higher as compared to one of the non-beneficiary 

households. The dependency ratio of the beneficiary households of NABARD supported SHGs for 

more than five years was recorded lowest of the value 0.6. However, for the beneficiary of SGSY-

SHGs, the mean dependency ratio was 1.3, while it was 1.5 persons for the non-beneficiary. 

Moreover, for less than two years of the beneficiary of SGSY-SHGs, it was on an average 1.5 

working persons in a household. 

 

Figure 2: Family Size and Dependency Ratio of Sample Households 
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4 Results and Discussion 
 

It comes out of the above discussion that each household aims to attain high level of income which 

is closely associated to the higher level of savings and investment of household economies. 

Insufficiency of and irregularity in household savings requires the access to microcredit of these 

people for reaching higher level of income and to come out from the poverty level. This provides 

freedom from the household constraints namely cutting the hard pressed necessary consumption. 

Furthermore, the purchase of herds, materials and level of technical application brings to them the 

increased economic and social opportunities. 

 

4.1 Financial Situation of the Households 

 

Table 1 analyzes the data status quo financial situation in various dimensions of all the non-

beneficiary and beneficiary households under both the schemes. These financial performances were 

indicated through the average size of savings per household, access to credit and credit outstanding 

for the selected households. The average size of saving of beneficiary households of NABARD 

supported SHGs worked out to ` 3,730. Of which 66.9 percent they save with the SHGs, slightly 

 

less than 30 with the scheduled commercial banks and 3.2% in the form of petty cash for day-to-day 
 

transactions. However, the beneficiary households of the SGSY-SHG have saved `1,895 in relation 

 

to ` 451 of the non-beneficiary households which was -much lower in comparison to former. It can 

 

be noted from the Table 1 that there has been an increasing proportion of savings with the SHGs 

over the period; as these beneficiary households have been associated with the SHGs. However, the 

proportion of saving with SGSY-SHGs has declined for the older SHGs. This is probably because 

either the beneficiary households withdraw their savings for financing some urgent needs or they 

were not depositing their savings with the SHGs in order to obtain governmental grants. However, 

it is evident from the Table 1 that the SHGs have incentives for beneficiary households to save 

money with new choices. 
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Table 1: Summary Statistics- Savings, Access to Formal Credit and Loans Outstanding of 

Sample Households  

Particulars 
Beneficiaries of NABARD Supported SHGs  Beneficiaries of SGSY-SHGs 

     

 

     

Non- < 2 3-4 >5 
Total 

Non- < 2 3-4 >5 
Total  ben. year year year  ben. year year year     

Mean Saving per            

hh. (in `)           
1079 

SHGs 
- 628 1230 5632 2496 - 250 1157 1830 

(56.9)  (36.6) (38.1) (90.1) (66.9)   (65.4) (35.5) (89.3) 
     

Banks 
283 970 1865 499 1111 381 55 1890 157 700 

(36.9) (79.9) (56.5) (57.8) (7.9) (29.78) (84.4) (14.3) (58.0) (7.6) 
  

Petty cash 
71 117 129 118 121 70 77 208 59 115 

(6.0) (20.0) (6.8) (4.0) (1.8) (3.2) (15.5) (20.1) (6.3) (2.8) 
  

Total 
354 1715 3224 6249 3730 451 382 3255 2047 1895 

(100) (100) (100) (100) (100) (100) (100) (100) (100) (100) 
Mean Access to            

credit per hh. (in `)           
13926 

SHGs - 
185 4225 11865 5425 - 960 25500 15319 

(88) (1.5) (60.7) (96.5) (51.6)   (17.1) (98.5) (95.8) 
     

Banks 
666 7500 750 400 2883 1066 0 0 0 0 

(0) (9.4) (61.1) (10.8) (3.3) (27.4) (15.2) (0) (0) (0) 
  

Moneylenders 
6437 4586 1985 35 2202 3686 4645 400 670 1905 

(12) (90.6) (37.4) (28.5) (0.3) (21) (52.5) (82.9) (1.5) (4.2) 
  

Total 
7104 12271 6960 12300 10510 7024 5605 25900 15989 15831 

(100) (100) (100) (100) (100) (100) (100) (100) (100) (100) 
Mean Loan            

Outstanding/hh.            

(in `)           
7051 

SHGs 
- 185 3388 8225 3932 - 652 10732 9769 

(78.7)  (1.5) (55.3) (95) (43.6)   (12.3) (96.4) (93.6) 
     

Banks 
638 7500 750 400 2883 833 0 0 0 0 

(0) (10.4) (61.1) (12.2) (4.6) (32) (20.8) (0) (0) (0) 
  

Moneylenders 
5496 4586 1985 35 2202 3173 4645 400 670 1905 

(21.3) (89.6) (37.4) (32.4) (0.4) (24.4) (79.2) (87.7) (3.6) (6.4) 
  

Total 
6134 12271 6123 8660 9017 4006 5297 11132 10439 8956 
(100) (100) (100) (100) (100) (100) (100) (100) (100) (100)  

Source: Survey Data. 

Note: Values reported in the parentheses are the percentage share in total. 

 

As Table 1 shows that unlike the older age SHGs, the credit limit for all the lower age of SHGs 

have not been implemented under both the schemes. Therefore, the beneficiary households of the 

SHGs for less than two years under both schemes have to withdraw their small saving during times 

of distress. However, the beneficiary households of SGSY-SHGs for less than two years were able 

to borrow more because of the implementation of the revolving fund, which is applicable only to 

SGSY-SHGs. The credit access by the beneficiary households of NABARD supported SHGs 
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worked out to ` 10,510 which was considerably higher than that of the non-beneficiary households 

 

of ` 7104. About 90 percent of the credit needs of the non-beneficiary households have been 

 

supplied by the moneylenders which has been declined to 0.3 percent for the beneficiary households 

of NABARD supported SHGs for more than five years SHGs. Average credit access by the 

beneficiary households of SGSY-SHGs worked out to ` 15,831 in relation to ` 7,024 of the non- 

 

beneficiary households. It has been noticed that the average credit availability to beneficiary 

households of NABARD supported SHGs was lesser in comparison to the beneficiary households 

of SGSY-SHGs. This is because the major portion of credit comes from the government subsidy 

and revolving fund. The non-beneficiary households of SGSY-SHGs have borrowed more than half 

of the credit requirement from the moneylenders at high rate of interest; however, it has declined to 

1.5 percent to the beneficiary households of SGSY-SHGs for 3-4 years of SHGs. 

 

So far as the loan outstanding of the sample households is concerned, it has been shown in the Table 

6.7. The average debt liabilities with the beneficiary households of NABARD supported SHGs was 

of ` 9,017. Of which ` 3,932 (43.6 percent), ` 2883 (32 percent) and ` 2202 (24.4 percent) was with 

 

the  SHGs,  banks  and  moneylenders  correspondingly,  however,  the  debt  liability  of  the  non- 
 

beneficiary households was ` 6134. Of which about ` 5496 (about 90 percent), they owed to local 

 

moneylenders. The average size of debt liabilities of beneficiary households of SGSY-SHGs was of 
 

` 8956. Of which about 79 percent was with the SHG, about 21 percent with the moneylenders. It 

 

has been noticed that the beneficiary households of SGSY-SHG were not able to access to the bank 

credit and thereby they have no debt liabilities with the banks. However, the non-beneficiary 

households have debt liabilities of ` 4006. Of which `3173 (79.2 percent) and ` 833 (20.8 percent) 

 

were with the moneylenders and banks correspondingly. It can be noticed from Table 6.7 that there 
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has been considerable decline in the debt liabilities with the usurious moneylenders, however, the 

overall debt liabilities of the beneficiary households has increased under both schemes. 

 

4.2 SHG-credit for Capital Accumulation in Household Economies 
 

Table 2 shows purpose-wise loan used by the sample households. Generally, the poor households 

do not spend borrowed funds only on business purposes in their household enterprises but also on 

short term consumption needs. Usually, they borrowed for household consumption such as health 

and education expenses, marriage and feast, and repayment of old loans borrowed for earlier 

consumption. The average loan used for consumption purposes by beneficiary households of 

NABARD supported SHG was worked out to ` 2341 in comparison to ` 4409 of the non-beneficiary 

 

households. It indicates that the beneficiary household is spending less on consumption out from 

borrowed funds. This might be because of the reason that some of facilitators of NABARD 

supported SHGs also provide social services such as health and education services on concessional 

rates or free of cost and improve health awareness among poor people. However, for the beneficiary 

households of SGSY-SHGs it was of ` 5193 in comparison to significantly lesser of ` 2768 for non- 

 

beneficiary households out from borrowed funds. It reveals that with the membership of SGSY-

SHGs, these poor household become comfortable to meet their hard pressed minimum consumption 

needs. However, with the increased availability of credit through SHGs, it has declined in per cent 

age terms from 67.8 to 33 per cent. 
 

Table 2: SHG-Credit for Building Assets in Households Economies 

            (in Rs.)  
 Use of Loans Beneficiaries of NABARD Supported SHGs  Beneficiaries of SGSY-SHGs   

  Non- < 2 3-4 year >5 year Total Non-ben. < 2 3-4 year >5 year Total  

  ben. year     year     

Consumption 4409 5168 440 1415 2341 2768 3363 6955 5267 5193  

Purposes (72) (42.2) (6.3) (8.4) (22.3) (67.8) (68.5) (27.4) (33) (33.6)  

Business 1714 7102 6519 10785 8135 1309 1550 18455 10698 10233  

Purposes (28) (57.9) (93.7) (88.4) (77.7) (32.1) (31.6) (72.6) (67) (66.3)  

Total 6123 12270 6959 12200 10476 4077 4913 25410 15965 15426  

  (100) (100) (100) (100) (100) (100) (100) (100) (100) (100)  
     Source: As in table 1.       

   Note: Values reported in the parentheses are the percentage share in total.    
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However, it is interesting to note that these poor households are using their loans more promptly in 

business activities such as purchase of buffalos, agriculture inputs and implements and petty 

household business. The average loan size used in microenterprises by the beneficiary households 

of NABARD supported SHGs worked out to ` 8135 in relation to `1714 of the corresponding non- 
 

beneficiary households, while it had worked out to ` 15426 for the beneficiary households of 

 

SGSY-SHGs in comparison to ` 4077. Furthermore, it can also be seen from the Table 2 that there 

 

has been a slight decline in business investment of member beneficiaries of old SHGs operating 

under both schemes. 

 

5 Conclusion 
 

To conclude, the study shows that period of membership of SHGs and the types of SHGs promoted 

under different schemes has affected mobilization of savings, access to credit and capital 

accumulation for socio-economic development significantly. Now, the poor households are more 

capable to overcome their hard pressed basic consumption needs and invest more in their 

microenterprises such as petty business, purchase of farm inputs and buying of hoards. The SHGs 

allow option for mobilizing their tiny savings and capital accumulation for their freedom. It not only 

enhances their income from different sources to come out of poverty and hunger but also protect 

them from their vulnerability and enhances nutrition level. 
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