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Abstract 

Bank linkage programs have fostered a sense of self-worth among marginalized and economically disadvantaged 

populations. Self-Help Groups (SHGs) have emerged as a powerful tool in bridging the gap between financial 

institutions and underserved communities. Through SHGs, NGOs and banks play a pivotal role in promoting self-

empowerment and financial inclusion. These groups consist of individuals with shared backgrounds who come 

together to support each other in addressing common challenges. 

This study specifically examines SHGs that have received loans from financial institutions, focusing on the attitudes 

of banks towards these groups. The research was conducted in densely populated districts of Punjab, with a sample 

size of 500 members. To analyze the data, various statistical methods, such as percentage calculations and Chi-

Square tests, were employed to explore potential relationships within the group’s attributes. 

The findings provide insight into the role of banks in supporting SHGs and the impact of these financial linkages on 

the economic and social empowerment of the participants. 
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Introduction 

Self-Help Groups (SHGs) provide loans to their members using funds accumulated from member savings or from 

external sources. Each member contributes a certain amount periodically to the group’s savings fund. These savings 

are then utilized to offer loans to members in need, either for consumption or short-term activities. In addition to 

internal savings, external loans are made available to well-performing groups or members with a good repayment 

record. The sources of these external loans include banks under the SHG-Bank Linkage Program, NABARD, NGOs, 

or informal sources. 

Loans from both internal and external sources are disbursed following discussions among the group members. The 

decision to approve or deny a loan is made collectively during group meetings. Internal lending is a crucial source of 

credit because loans from external sources depend heavily on the group's overall performance, creditworthiness, and 

repayment behavior. 
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The SHGs also receive revolving funds from local panchayats. Members are instructed to use these funds for 

income-generating activities or to distribute them equally among group members. 

Under the SHG-Bank Linkage Program, loans can be received directly through the bank linkage or facilitated by 

NGOs. Approximately 44% of SHG members obtain loans through either bank linkages or NGOs, with the loan 

amounts typically being larger than those provided through internal savings or revolving funds. As these loans tend 

to be of a higher value, they come with longer repayment periods, as outlined by the disbursing agency’s guidelines. 

The ability to access a second loan is contingent on the repayment behavior of the member from the first loan. 

All members of the SHG have the right to monitor how external loan funds are utilized. If a member defaults, the 

penalty — not being able to access future loans — also impacts the other members of the group. Applications for 

loans, whether internal or external, must be submitted and signed by the members, specifying the loan amount 

needed and its intended use. Loans are typically approved only if they are for constructive purposes. In some cases, a 

member’s husband may also be required to sign the application as a guarantee. Additionally, the other group 

members act as co-guarantors, ensuring that the loan is repaid. 

The annual interest rate charged by the group varies, typically ranging from 12% to 24%, depending on the group’s 

circumstances. Members generally receive their loans within one week, provided there are enough funds in the group 

savings or the bank. If more than one member applies for a loan, the group follows a "first-come, first-served" rule. 

In cases where the group’s savings are insufficient to meet a member’s loan request, the members may collectively 

borrow the required amount from the bank by filling out a cheque, which must be countersigned by the group’s 

president or secretary. 

Review of Literature 
 

Several studies have highlighted that female members in Self-Help Groups (SHGs) often have limited or no control 

over the loans availed by the group. In many cases, the loan amounts are primarily utilized by male members, which 

leads to a lower level of women’s empowerment. Despite this, the existing literature on microfinance programs lacks 

a comprehensive analysis of their success and impact, prompting a call for more in-depth studies on the subject. 

Garikipati (2012) observed that women who took loans typically used them to improve their families' resources. 

However, since these resources were generally controlled by men, women ended up benefiting less from the 

microcredits. The study also found that men, whose wives participated in credit programs, were more motivated to 

work independently. It is critical to understand how women specifically utilize the loans, as those who use the credit 

to initiate or expand ownership of resources tend to dedicate significantly more time to self-employment. 

Rakesh Malhotra (2000) conducted a study involving 174 female recipients in Rae Bareilly, Uttar Pradesh, randomly 

selected from four formal credit institutions: Commercial Banks (CBs), Regional Rural Banks (RRBs), Primary 

Agricultural Credit Societies (PACS), and Agricultural Rural Development Banks (ARDBs). His findings revealed 

that less than half of the female population, as compared to 3.5% of the male population, were customers of the 

banks. Additionally, only 7.64% of the total loan cases and 6.96% of the total loan amounts disbursed by the Rural 

Financial Institutions (RFIs) were granted to women. The study observed that while 83% of the loan cases were 

approved for women, male members typically controlled the end use of the credit. 

Ranjula Bali Swain and Fan Yang Wallentin (2017), in their article titled "Does Microfinance Empower Women? 

Evidence from SHGs in India", concluded that women involved in SHGs tend to experience greater empowerment. 

Their participation increases their likelihood of challenging traditional gender norms and cultural barriers, thereby 

enhancing their decision-making power and ability to generate income. 

Gitanjali and Rao (2009) traced the development of microfinance in India, emphasizing that the microfinance sector 

complements the role of formal banks and financial institutions in addressing issues of poverty and unemployment. 

They noted that microcredit is particularly useful in overcoming challenges faced by institutional credit 
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organizations serving the poor, such as high transaction costs and poor repayment recovery. Md. Yunus’s research in 

Bangladesh became a landmark success in microfinance, where group guarantees replaced physical collateral, 

ensuring individual loan repayments through mutual accountability. The pilot project on SHGs initiated by 

NABARD has since grown into a large-scale movement, and the Government of India has recognized the national 

importance of the Micro Credit Program. 

Ajith, K. Satyanarayan, V. Jagadeeswary, Y. B. Rajeshwari, K. C. Veeranna, and M. Harisha (2017) found that 

SHGs are an effective strategy for alleviating poverty and fostering the social empowerment of rural communities, 

particularly women. They emphasize the importance of enhancing the skills and capacities of these women by 

providing necessary training in income-generation activities, financial management, market knowledge, and current 

information. Addressing these issues will be crucial for ensuring both social and economic progress in rural India. 

Objective of the Study 

1. To examine the socio-economic profile of women involved in Self-Help Groups (SHGs). 

2. To analyze the attitudes of banks towards SHG members and the process of loan disbursement to them. 

Research Methodology 

The study was conducted in the state of Punjab, covering three distinct regions: Malwa, Doaba, and Majha. A 

multistage random sampling technique was employed to select the sample Self-Help Groups (SHGs) for the study. 

The research is descriptive in nature, which involves gathering data to describe events, and then organizing, 

tabulating, depicting, and interpreting the collected data (Glass & Hopkins, 1984). 

The study is based on primary data, which was collected using a structured, non-disguised, self-designed, pre-tested, 

and modified questionnaire. The interview schedule was also pre-planned to ensure consistency and accuracy. The 

questionnaire focuses on various socio-economic characteristics such as age, education, poverty level, income, 

expenditure, savings, and loans borrowed from both institutional and non-institutional sources. 

Secondary data was also gathered from various sources, including government departments, housing records, social 

security data, electoral statistics, tax records, and online resources (web searches). Additionally, information from 

libraries and progress reports was utilized. 

To analyze the borrowing patterns, repayment behavior, and the factors influencing them, statistical methods such as 

percentages and chi-square tests will be employed. 

Socio-Economic Profile 

  The  majority of Self-Help Group (SHG) members are middle-aged. 

  Approximately 70% of the members have completed education up to the primary level. 

  Around 82% of SHG members belong to nuclear families. 

  68% of the women members are married, while 32% are single, widowed, or separated. 

  57% of the members are engaged in agricultural activities, while the remaining members are involved in trading 

and manufacturing units. 

  A larger proportion of SHG members are motivated by their friends and fellow SHG members. 
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Attitude of Banks Towards SHG Members 
 

 Linkage of SHG with Bank/NGO 
 

Microfinance groups are gaining momentum due to their linkages with banks or NGOs. These linkages between 

formal financial institutions and Self-Help Groups (SHGs) play a crucial role in maintaining financial discipline 

among borrowers. The connection with banks or NGOs is essential for outreach, as well as for addressing and 

recovering the financial needs of the poor population. 

One of the most significant outcomes of these linkage programs is the socio-economic empowerment of women. By 

providing access to credit, these programs help lift impoverished populations above the poverty line and contribute 

to an improved standard of living. The primary objective of these linkages is to create creditworthy borrowers who 

can responsibly manage their financial resources 

Table1.1LinkageswithBank/NGO 

To facilitate the smooth repayment of loan amounts, these individuals maintain linkages either with NGOs in the 

region or directly with banks. The study reveals that 90.5%, 93%, and 91% of female members from Malwa, Doaba, 

and Majha, respectively, have established connections with banks and NGOs. 

The chi-square test indicates that the variables are independent of each other, as the p-value is greater than 0.05. 

 Number of Loans taken 
 

The total number of loans taken by members varied from one to six. It is clearly evident that members who have 

taken more than one loan are more prompt in repaying their loans. This is because banks extend further loans only 

if the group has not defaulted on previous payments. Therefore, timely repayment is a key factor in enabling these 

groups to secure additional loans. 

 

 

 

Grouphaveanylinkages with 
Bank/NGO 

MALWA Percent DOABA percent MAJHA Percent Total 

Yes 181 90.5 186 93 91 91 458 

No 19 9.5 14 07 9 9 42 

Total 200 100 200 100 100 100 500 

TYPE LINKAGES WITH 

BANK/NGO 

CHISQUARE DF PVALUE 
 

SHG IN 3 

REGIONS 

0.871 
 

0.6 
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                                                          Table1.2 Number of loan taken by members 

 

 
How many loans taken so far 

MALWA percent DOABA percent MAJHA percent total 

 
1 

 
37 

18.5  
42 

21  
26 

26 105 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When discussing the number of loans taken, it was observed that most individuals have taken loans more than twice. 

In all three regions, only a few members have taken loans more than four times, while the majority have taken loans 

two or three times. 

The data also indicates that borrowers generally repay their previous loans on time. The study shows that, in the 

Malwa and Doaba regions, members have predominantly taken up to two loans, while in the Majha region, most 

members have taken up to three loans. 

The chi-square test results indicate that the variables are independent of each other. 

 

 
 
 
 
 
 
 
 
 
 
 
 

 
2 

 
86 

43  
92 

46  
31 

31 209 
 

 
3 

 
67 

33.5  
59 

29.5  
41 

41 167 

 
4 

 
8 

4  
6 

3  
2 

2 16 

 
>4 

 
2 

1  
1 

0.5  
0 

0 3 

 

 

Total 

 

 

200 

 

100 

 

200 

 

100 

 

100 

 

100 

 

500 

TYPE NUMBEROF LOANS CHISQUARE DF PVALUE 

SHG IN 3 REGIONS 10.171 8 0.20 
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Level of satisfaction about Bank Loan 
 

 

To avail loans from banks, collateral is typically required to ensure timely repayment. The collateral serves as security for the 

bank, allowing them to retain it in case of non-repayment. However, borrowing from banks benefits members as they are 

charged lower interest rates compared to informal sources. As a result, most SHG members prefer to take loans from formal 

financial institutions and report a high level of satisfaction with the process. 

 

 

Table1.3 Level of satisfaction about bank loan by Self Help Group members 

 

Level of satisfaction 
about 
Bank loan 

MALWA Percent DOABA Percent MAJHA Percent Total 

 

 

 

 

Banks have shown a positive attitude towards the borrowers, and similarly, the respondents have expressed a high 

level of satisfaction. In all three regions, a significant majority of respondents reported higher satisfaction levels, 

compared to those who were either dissatisfied or neutral. 

The chi-square test reveals that the p-value is less than or equal to 0.05, indicating that the variables are dependent 

on each other and there is a statistically significant relationship between them. 

 

Opinion on attitude of Bank 

Unlike internal sources, external sources such as banks, NGOs, and Gram Panchayats impose less strict requirements 

on how loans should be utilized. These institutions typically conduct regular visits to ensure that the group is in a 

position to repay the loan on time. Members are generally free to use the loan amount for either consumption or 

production purposes. 

However, some external sources maintain strict guidelines regarding the utilization of loans and may reject loan 

applications if they are unsure about the creditworthiness of the members. In such cases, members tend to report a 

negative attitude from the banks. However, the percentage of such occurrences is relatively low. 

 

 

Satisfied 115 57.5 126 63 68 68 309 

Neutral 55 26.5 56 27 24 24 135 

Not satisfied 32 16 18 9 6 6 56 

Total 200 100 200 100 100 100 500 

TYPE Satisfaction level about 

bank loan 

CHI 

SQUARE 
DF PVALUE 

 

SHG IN 3 

REGIONS 

9.047 4 00.05 
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Table1.4Opinion on attitude of Bank by Self Help Group members 

 

  

 

Your opinion on 

attitude of 

bank towards 
SHG 

MALWA Percentage DOABA Percentage MAJHA Percentage Total 

 
Positive 

 
168 

84  
182 

91  
94 

94 444 

 
Negative 

 
32 

16  
18 

9  
6 

6 56 

 

 

Total 

 

200 

 

100 

 

200 

 

100 

 

100 

 

100 

 

500 

 

 

 

 

 

 

It was observed that the overall attitude of banks towards Self-Help Groups (SHGs) was positive. In all three 

regions, banks have demonstrated a favorable attitude towards these groups. 

The analysis of the Malwa, Doaba, and Majha regions shows that 84%, 91%, and 94% of members, respectively, 

received a positive response from the banks. Conversely, the percentage of members who received a negative 

response from banks was 16%, 9%, and 6%, respectively. 

The chi-square test results indicate that the p-value is less than 0.05, meaning the variables are not independent of 

each other and there is a statistically significant relationship between the categorical variables. 

TYPE ATTITUDE OF 

BANKS 

CHISQUARE DF P 

VALUE 

 

SHGIN 3REGIONS 8.35 8 0.015 
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 Income generating activities undertaken by members 
 

Some Self-Help Groups (SHGs) do not engage in income-generating activities due to a lack of training and 

limited loan amounts. However, SHGs that receive larger loan amounts are able to undertake income-generating 

activities such as manufacturing, agriculture, tailoring, weaving, etc., as the primary need for these activities is 

the acquisition of raw materials. 

Groups involved in income-generating activities can repay their loans more easily from the income they earn. 

Timely repayment not only ensures the continuation of the loan but also opens the possibility of securing 

subsequent loans, thereby supporting the establishment of more income-generating activities. The amount of 

loan required is directly linked to the type of activity being undertaken; for instance, agricultural activities may 

require larger loan amounts due to the cost of raw materials, whereas activities like soap-making may require a 

smaller loan. 

 

Table1.5 Income generating activities undertaken 

 

 

Income generating Activities 

undertaken 

MALWA Percent DOABA Percent MAJHA Percent Total 

Agriculture 72 36 78 39 46 46 196 

Manufacturing 48 24 42 21 21 21 111 

Shop 29 14.5 21 10.5 9 9 59 

Tailor 29 14.5 33 16.5 16 16 78 

Weaving 20 10 24 12 7 7 51 

Other 2 1 2 1 1 1 5 

Total 200 100 200 100 100 100 500 

 

TYPE 

 

Income generating 

activities 

 

CHISQUARE 

 

DF 

 

P 

VALUE 

 

 
SHG IN 3 

REGIONS 

 

6.23 

 

8 

 

0.6 
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Self-Help Groups (SHGs) have used the loan amounts to start various income-generating 

activities, primarily small businesses at home or agricultural ventures. It has been observed that 

the majority of members consider agriculture as their primary source of income. 

The income-generating activities undertaken by SHG members in the regions of Malwa, Doaba, 

and Majha show that a significant portion of members are engaged in agriculture, with 

percentages of 36%, 39%, and 46%, respectively. In manufacturing, 24%, 21%, and 21% of 

members are involved. Additionally, 14.5%, 10.5%, and 9% of members operate shops, while 

14.5%, 16%, and 16% are engaged in tailoring, and 10%, 12%, and 7% are involved in weaving. 

The chi-square test results show that the p-value is greater than 0.05, indicating that the variables 

are independent of each other. 

Findings 

1. Bank Attitude Towards Self-Help Groups: 

The analysis of the Malwa, Doaba, and Majha regions reveals a positive attitude from 

banks towards Self-Help Groups (SHGs). In these regions, 84%, 91%, and 94% of 

members, respectively, reported a positive response from the banks, while 16%, 9%, and 

6% of members received a negative response. 

2. Income-Generating Activities: 

 

The income-generating activities undertaken by SHG members in the regions of Malwa, 

Doaba, and Majha show that a significant portion of members are involved in agriculture, 

with percentages of 36%, 39%, and 46%, respectively. In manufacturing, 24%, 21%, and 

21% of members participate. Additionally, 14.5%, 10.5%, and 9% of members operate 

shops, while 14.5%, 16%, and 16% engage in tailoring, and 10%, 12%, and 7% are 

involved in weaving. 

3. Bank Linkage Duration: 

 

The duration of bank linkages for the sample SHGs indicates that 32%, 39.5%, and 52% 

of members from Malwa, Doaba, and Majha, respectively, have been linked to banks for 

the past 1-2 years. Additionally, 38.5%, 34%, and 38% of members have been linked for 

3-4 years, while 19.5%, 26.5%, and 10% of female members have been linked for 4-5 

years. 

4. Linkage with Banks and NGOs: 

 

The study reveals that 90.5%, 93%, and 91% of women members from Malwa, Doaba, 

and Majha, respectively, have established linkages with banks and NGOs. 

5. Loan Frequency: 
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The study shows that the majority of members in Malwa and Doaba have taken a 

maximum of two loans, while members from Majha have taken a maximum of three 

loans. 

 

Suggestions 

1. Knowledge and Awareness Enhancement: 

The study reveals that increasing knowledge and awareness regarding work, bank 

linkages, market information, and financial dealings are significant contributors to the 

development of the microfinance program. Such factors play a crucial role in the overall 

success of the initiative. 

2. Empowerment of Women: 

Women are experiencing greater empowerment through increased awareness, higher 

levels of confidence, enhanced bank linkages, better self-income, and more active 

participation in decision-making, both at home and in the workplace. These factors, along 

with aspects like orientation and exposure, should be considered when formulating action 

plans for Microfinance Institutions (MFIs) and Self-Help Groups (SHGs). 

3. Self-Employment Opportunities: 

Microfinance programs, particularly in rural areas, create self-employment opportunities. 

Through SHGs, participants receive credit support in the form of microloans, especially 

those who have limited awareness of formal financial institutions. MFIs should also 

promote wage employment programs and organize training sessions for members, 

helping them gain a better understanding of group functions and financial management. 

4. Loan Distribution Based on Need: 

Under the current program, all members of SHGs are entitled to the same loan amount, 

irrespective of their actual needs. In some cases, individuals who do not have pressing 

financial requirements are able to access larger loans, while those in greater need may be 

deprived of adequate funding. It is important to establish guidelines to ensure that loan 

amounts are distributed according to individual needs. 

5. Government Support for MFIs: 

The government should provide wholehearted support to MFIs, considering their 

significant contribution to women’s empowerment. MFIs play a vital role in transforming 

the economic, social, and political status of women, especially in rural areas. Their efforts 

should be recognized and strengthened, enabling them to better support women and 

further enhance their contributions to society. 

 

 

Conclusion 

In the study area, there has been a significant improvement across various aspects of quality of 

life after joining Self-Help Groups (SHGs). The microfinance program has had a notably positive 

impact on empowerment and the standard of living. SHGs have become a cornerstone for poor 

families, providing much-needed support. Based on the findings, it can be confidently stated that 

SHGs serve as a lifeline for the marginalized and underprivileged populations. 
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NGOs and financial institutions are making great efforts by motivating and inspiring individuals 

to join these groups, which in turn improves the socio-economic conditions of the poor. 

However, while self-help groups have made considerable strides in economic upliftment, there is 

still much work to be done in terms of social empowerment. Therefore, SHG programs should be 

further encouraged and made more accessible in every region of Punjab, ensuring that they reach 

all communities in need. 
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