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ABSTRACT 

Poverty alleviation has been the agenda for many developing and underdeveloped countries. In this 

context bring the poor under the ambit of the banking system has gained importance thus paving the way for 

financial inclusions schemes. It is considered that by bringing the poor under the regulated system they can 

be provided with a variety of financial services. Thus provision of micro credit through micro finance 

institutions has gained importance. Micro finance through self help groups has gained importance over the 

years. As banks have a wide established network, reaching the mass is considered to be more effective. This 

led to introduction of SHG-Bank Linkage Programme in 1992 by NABARD, along with the RBI. This paper 

tries to traverse through the progress of this particular scheme over the years in achieving the objective of 

reaching out to the poor. 
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INTRODUCTION   

 Poverty eradication has been considered as an important factor to be achieved by all the nations 

around the world. Developing and under developed nations with the help of world organisations have been 

working towards achieving this target. One of the major efforts has been to bring the low income group into 

the banking field and make available all types of financial services to them.  

 In India many efforts have been taken to provide the basic needs to the low income group. It has also 

been taken up as an objective of the planning commission. Major schemes have been drawn to bring the low 

income group under the regulated financial system. One of the major steps towards it has been the micro 

finance route. Micro finance or micro credit was brought about to meet the needs of the small entrepreneurs 

or potential entrepreneurs to cover the low income group in the rural as well as urban population, the aim 

being to reduce the degree of financial exclusion and financially include the disadvantaged and marginalized 

sections of the society. Various government schemes have come up over the years but an effort has been 

made to study the concept of self help group bank linkage programme as a route to provision of financial 

services to the low income group in the society in this paper. 

REVIEW OF LITERATURE 

Parvathy Ganesh and Prakash Singh (2015) Traditional banking system does not provide for funding the 

vulnerable group in the society.  Micro finance institutions are considered as instruments for financial 

inclusion. But there are no tools to study the social impact of these schemes. The authors have tried to 

identify a suitable index to gauge the social impact created by the performance of the micro finance 

institutions. HDI based methodology and the Distance based approach has been considered by the authors 

and they conclude that of the two dimensions the distance based approach is more suitable. 
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Chandralekha Ghosh and Samapti Guha (2014) The authors try to study the different types of micro 

enterprises that resort to micro finance for their financial needs. Two different types of slums of Dharavi, 

declared and undeclared have been considered for the study. The authors conclude that the micro enterprises 

in the undeclared slum and micro enterprises operating from private places depend more on micro finance 

institutions to meet their financial needs.      

Asad K. Ghalib, Issam Malki & Katsushi S. Imal (2015) studied on whether access to microfinance 

resulted in reduction in poverty, if so how and to what extent. Primary data has been collected by the 

authors which included both borrower and non-borrower households. The study revealed that microfinance 

programmes had a positive impact on the participating households. It was observed that it had poverty 

reducing effects on the basis of indicators like expenditure on healthcare, clothing and household income 

and on certain dwelling characteristics such as water supply and the quality of roofing and walls. 

A.P. Pati (2015)compared the social and financial performances of regulated micro finance institutions with 

non-regulated micro finance institutions through an empirical study. The author has tried to study the causal 

variables for such performance. For the same he has used five years data from 2008-09 to 2012-13. Fixed 

effect regression model has been used which showed that there is no visible impact of regulation on the 

performance of the micro finance institution. The author identified the variables capital structure, the size of 

operating expenditure and quality of assets to be very much responsible for outreach and sustainability of 

Indian microfinance institutions. 

Niels Hermes (2014) through his study has tried to identify whether participation of the poor in micro 

finance has contributed to reduction in country’s level of income inequality. The author has used data from 

70 developing countries and shows that higher levels of microfinance association with a reduction of the 

income gap between rich and poor people. However the author also reinstates that the impact is small and 

improvement is modest. He concludes by saying that micro finance should not be seen as a solution for 

reducing income inequality.  

Maxime Lebovics, Niels Hermes, Marek Hudon (2016) have focussed on the existence of a trade-off 

between the financial sustainability of micro finance institutions and their outreach to poor clients. The 

authors have collected data of 28 Vietnamese micro finance institutions. They have applied Data 

Envelopment Analysis to identify the existence of a trade-off. They authors through their study found out 

that there is no relation between Vietnamese micro finance institutions and social efficiency. Subsidies help 

the institutions to be financially efficient and achieve their social goals. However the authors opine that the 

model may not be sustainable in the long term. 

Prabhjot Kaur (2016) has studied the financial efficiency of micro finance institutions in India and their 

efficiency in reaching out to women and the poor. The author has applied Data Envelopment Analysis. The 

study revealed that financial efficiency of Indian micro finance institutions is higher than their social 

efficiency. Moreover the author does not find any trade-off between financial and social efficiency. 

 MICRO FINANCE IN INDIA 

Micro finance has been in existence for time immemorial. The success of the co-operative model in 

Europe resulted in the setting up of Co-operative Credit Societies Act, 1904 in India. This was later 

amended in 1912 to allow the formation of societies for varied purposes other than credit. This was the first 

step towards the concept of reaching out to the underprivileged group. This movement resulted in the setting 

up of co-operative societies countrywide to meet various needs. 
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Later in the 1970’s private sector solutions evolved. It led to establishment of Grameen bank, Bangladesh in 

1976. In India, this idea was taken up by NABARD which started the micro finance operations in the early 

1990’s. There are various models used to extend micro finance credit. To name a few  

a) Grameen model 

b) SHG model 

c) SHG-Bank Linkage Model 

d) Non-governmental Organizations Model 

e) Bank-Linkage Model 

f) Community Banking Model 

g) Credit Unions and Co-operatives 

h) Kisan Credit Card Model 

In India, micro finance is provided through two major channels i.e. Micro finance institutions and Self-

help Group- Bank Linkage Programme. These institutions also provide non-financial services. 

NABARD has been supporting the SHG-Bank Linkage Programme since 1992 and this has been 

considered as a priority sector activity by RBI since 1996 due to its growing demand. The programme is 

also ably supported by the Government through special budgetary provision for promotion of self help 

groups since 1999. (Suman P. M. and M. Subramanyam, 2018). In the Union Budget announcement for 

the year 2008-09, it was stated that banks will be encouraged to go in for the concept of total financial 

inclusion and the Government to request all scheduled commercial banks to meet the entire credit 

requirements of SHG members like income generation activities, social needs like housing, education, 

marriage etc and debt swapping.  

NABARD has been instrumental in facilitating various activities under micro finance sector. One of the 

major activities of NABARD has been to extend formal banking services to the unreached rural poor by 

evolving a supplementary credit delivery strategy in a cost effective manner by promoting self-help 

groups. The bank has adopted various strategies to spread the outreach of SHG-Bank Linkage 

Programme. Various efforts have been made to widen the distribution and outreach of the programme. 

District wise plans to promote and link SHG have been undertaken. Training of staff, provision of 

promotional assistance, training programmes for manager of commercial banks, increase participation of 

co-operative banks, increase the quality of existing SHG’s through self rating tools and encouraging 

NGO’s to play an important role in balancing the regional spread of SHG-Bank Linkage Programme. 

Data has been compiled by NABARD along with RBI to keep track of the progress of banks with 

respect to provision of micro finance. The same has been compiled and presented below to get a better 

view on the progress of the programme in India. 

     AGENCY WISE STATUS OF SHG-BANK LINKAGE PROGRAMME 

Total savings of SHG’s with banks as on 31st March 

Agency 2017-18 2016-17 2015-16 2012-13 

Commercial 

Banks 

(% share) 

No. Of 

SHG’s 

4633712 4444428 4140111 4076986 

(52.99) (51.8) (52.6) (55.72) 

Savings 

amount 

 

1166422 1017002 903389 553257.05 

(59.54) (63.1) (66) (67.33) 

Regional Rural 

Banks 

 

 

No. of 

SHG’s 

2807744 2586318 2256811 2038008 

(32.11) (30.2) (28.56) (27.85) 
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Source: Status of micro finance, NABARD (compiled from reports of various years) 

From the above table it can be seen that the number of Self help groups opening savings accounts 

with commercial banks, regional rural banks and cooperative banks has increased over the years, with 

commercial banks having the maximum number of self help group accounts of the total. However the 

regional rural banks share in the same can be seen increasing consistently over the years. It can be 

concluded that the banks have consistently increased the number of accounts maintained by self help 

groups and the total savings maintained by them over the years, thus increasing the reach of financial 

services to the masses in the low income group. 

Loans disbursed as on 31st March 

 

Source: Status of micro finance, NABARD (compiled from reports of various years) 

With respect to the loans disbursed to various self help groups, there has been a consistent increase in 

the number of self help groups availing the facility as well as the total amount of loans disbursed by the 

banks 

 

Total outstanding bank loans against SHG’s with banks as on 31st March 

(% share)  Savings 

amount 

580735 363176 248428 152710.20 

(29.64) (22.5) (18.1) (18.58) 

Co-operative 

Banks 

(% share) 

No. of 

SHG’s 

1302981 1546129 1506080 1202557 

(14.9) (18) (19.1) (16.43) 

Savings 

amount 

212054 231244 217322 115758.22 

(10.82) (14.4) (15.9) (14.09) 

Total No. of 

SHG’s 

8744437 8576875 7903002 7317551 

Savings 

amount 

1959211 1611423 1369139 821725.47 

Agency 2017-18 2016-17 2015-16 2012-13 

Commercial 

Banks 

(% share) 

No. Of SHG’s 1272886 1116442 1132281 735577 

(56.29) (58.8) (61.8) (60.30) 

Loans disbursed 

 

2870762 2429702 2518497 1338500.70 

(60.84) (62.7) (67.5) (65.02) 

Regional Rural 

Banks 

(% share) 

No. of 

SHG’s 

 

 782563 557540 470399 312010 

(34.61) (29.4) (25.7) (25.58) 

Loans 

disbursed 

 1511934 1161300 916493 562652.22 

(32.04) (29.9) (24.6) (27.33) 

Co-operative 

Banks 

(% share) 

No. of SHG’s 205683 224138 229643 172234 

(9.10) (11.8) (12.5) (14.12) 

Loans disbursed 335892 287113 293700 157383.52 

(7.12) (7.4) (7.9) (7.65) 

Total No. of SHG’s 2261132 1898120 1832323 1219821 

Loans disbursed 4718588 3878116 3728690 2058536.44 

Agency 2017-18 2016-17 2015-16 2012-13 

Commercial 

Banks 

No. Of SHG’s 2904086 267030 2626364 2643971 

(57.85) (55.1) (56.2) (52.66) 
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Source: Status of micro finance, NABARD (compiled from reports of various years) 

However the data also shows a consistent increase in the number of self help groups with respect to 

loans outstanding against their accounts. If the self help groups consistently default in making payments 

against their loans they lose the opportunity to avail further benefits provided by the banks.  

Over the years NABARD has taken efforts to motivate the banks to provide more loans under this 

programme by providing refinance facility. NABARD has supported and motivated the banks to provide 

more services to lower masses under this scheme cost effectively.  

Self help group-Bank Linkage Programmes  (amount in Billion) 

Year (end – March) No. of SHGs financed by banks Bank loan Refinance 

2001-02 197656 5.45 3.96 

2002-03 255882 10.22 6.22 

2003-04 361731 18.56 7.05 

2004-05 539365 29.94 9.68 

2005-06 620109 44.99 10.68 

2006-07 1105749 65.70 12.93 

2007-08 1227770 88.49 16.16 

2008-09 1609586 122.54 26.20 

2009-10 1586822 144.53 31.74 

2010-11 1196134 145.48 31.74 

2011-12 1147878 165.35 30.73 

2012-13 1219821 205.85 39.17 

2013-14 1366421 240.17 37.46 

2014-15 1626238 275.82 44.93 

2015-16 1832323 372.87 69.06 

2016-17 1898120 387.81 56.60 

2017-18 2261132 471.86 69.81 

Source: www.rbi.org.in 

The above table also clearly indicates an increase in the number of SHGs financed by banks over the 

years. The amount of loans given has also increased consistently over the years from 5.45 billion in 

2001-02 to 471.86 billion in 2017-18. NABARD’s refinance facility provided to banks has also 

increased consistently over the years, clearly indicating a proactive approach in promoting the banks to 

provide more loans. 

(% share) Loans 

outstanding 

 

4874805 3866847 3714562 2663944.38 

(64.48) (62.8) (65) (67.66) 

Regional Rural 

Banks 

(% share) 

 

 

No. of 

SHG’s 

1658221 161184 1445476 1327367 

(33.03) (33.2) (30.9) (29.82) 

 Loans 

outstanding 

2273864 1911991 1610935 1052122.91 

(30.08) (31) (28.9) (26.72) 

Co-operative 

Banks 

(% share) 

No. of SHG’s 458051 566141 600781 480096 

(9.12) (11.7) (12.9) (10.79) 

Loans 

outstanding 

31082 379292.2 386426 221462.43 

(5.44) (6.2) (6.8) (5.62) 

Total No. of SHG’s 5020358 484828 4672621 4451434 

Loans 

outstanding 

7559845 6158130 5711923 3937529.72 
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CONCLUSION 

The major cause of social insecurity in India is poverty which is largely due to lack of adequate and 

productive employment opportunities. Various schemes have been introduced by the government over 

the years to eradicate poverty through rural development and rural employment schemes. One of the 

schemes is provision of micro finance. Over the past decade, micro finance institutions have adopted 

innovative ways of providing credit and savings services to the entrepreneurial poor. The SHG-Bank 

Linkage Programme has enabled banks to provide small loans to poor without collateral, repayable in 

frequent instalments. As the borrowers are organized into groups, the risk of default is reduced.  

 Many efforts are being taken to bring more and more under the ambit of the banking system. By 

achieving this, the customer is able to receive all types of financial services. Efforts are being taken by 

the government to include many other types of services like insurance for account holders. Still there are 

many who depend on the moneylenders to meet their financial needs due to the convenience it offers. 

Thus providing services in a cost effective manner and at the convenience of the customer is a big 

challenge for the government as well as the banks. 

The present paper has only concentrated on one particular channel of provision of micro finance 

funding. Other modes of micro finance and promotion of women empowerment through the self help 

groups are areas that provide scope for further research. 
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