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I. Introduction
Over the years, Micro Finance as a financial service innovation 
is fast emerging as an important tool of bettering the lot of the 
poor and the downtrodden.
In fact, Micro finance has become a subject of interest in the recent 
past especially in the context of reaching the poorest families in 
a more effective way. For a country like India where substantial 
number of population is poor, access to credit facility is not only 
necessary but also indispensable for optimizing their contributions 
to the growth of National economy. The most potent tool against 
human deprivations is building human capital among the deprived, 
through sustainable development initiative which is taken by the 
deprived. 
In the present study, an attempt has been made to assess the role 
of micro finance through SHGs in the economic empowerment 
of rural woman in eastern Uttar Pradesh. For our study, we have 
selected two districts of Eastern Uttar Pradesh. The study is based 
on primary data obtained through Field surveys. The paper is 
divided into six sections. Section two brings out the link between 
micro finance and women empowerment. Third section describes 
the development of SHGs in India. Section four is devoted to review 
of literature pertaining to our study. Section five outlines objectives 
of the study whereas section six deals with Data Methodology. 
Section seven is devoted to Analysis and Findings.

II. Micro Finance and Women Empowerment
A majority of micro finance program target women with the 
explicit goal of empowering them. However their underlying 
premises are different. Some argue that woman are amongst the 
poorest and the most vulnerable of the underprivileged. Others 
believe that investing in women’s capabilities empowers them to 
make choices, which is valuable in itself and also contributes to 
greater economic growth and development. Another motivation 
is the evidence from literature which shows that an increase in 
women’s resources result in higher well-being of the family 
especially their children. Finally an increasing number of micro 
finance institutions prefer women members as they believe that 
they are better and more reliable borrowers, thereby contributing 
to their financial viability. A more feminist point of view stresses 
that access to financial resources present an opportunity for greater 
empowerment of women.
According to United Nations (2001), Women empowerment is the 
processes by which woman take control and ownership of their 
life through expansion of their choices. 
According to the World Bank (2001), empowerment as the 
expansion of Freedom of choice and actions and increasing one’s 
authority and control over the resources and decisions that affects 
one’s life. One conclude that from the above mentioned definition 
that women empowerment is essentially the freedom to women 
to exercise their choice and take their decisions.

III. Self- Help Group:
Self-help group is an association of 15 to 20 members that work 
collectively to lift up their socio-economic status. Woman save 

whatever amount they can save every month and mutually agree to 
contribute to common fund to be lent to the members for meeting 
their productive  and emergency credit needs. These groups are 
linked to the banks once their activities are stabilized. Self-help 
groups provide cost effective , simple flexible banking services 
to their members without any default in the payments and also 
help in overcoming the problem of high-transaction cost to banks 
in providing credit to the poor. Apart from these, the self-help 
groups also undertake the responsibility of delivering non-credit 
services such as literacy, health, etc.
Self-help group bank linkage program in India has emerged as 
a core strategy for banking system to extend their outreach to 
the poorest among poor. Though SHGs had existed even before 
the linkage program, the banks could not recognize the potential 
as business client and both operated independently without 
knowing the strength of other. By intervening to forge a link in 
1992, NABARD has been instrumental in the emergence of a very 
strong micro finance movement in the country. Govt. launched 
Swarnajayanti Gram Swarojgar yojana (SGSY) on 1st April 
1999. It is a self employment programme of Ministry of Rural 
Development. The aim of this programme is to provide assistance 
to the rural poor for establishing micro enterprises through bank 
credit and govt. subsidy. The SGSY program actually links the 
rural poor to the formal micro finance institutions via SGHs where 
groups will receive the joint liability loans form formal credit 
institutions. Govt. also set up Rashtriya Mahila Kosh (National 
Credit Fund for Women) to help women participating in SHG 
– Bank Linkage Program. About 80% of number of self-help 
groups comprised of only women members. So, micro finance 
through SHGs has now become an important tool to empower 
women in India.

IV. Review of Literature
Several studies have highlighted the positive trends and impact 
of SHGs on Women Empowerment. According to the studies 
made by (Goetz and Sen Gupta, 1996) have also found that the 
Negative impact of SHGs on women empowerment. These studies 
have pointed that women participation in SHGs have increased 
their work load and have led to house hold tensions, domestic 
violence and indebtness. However, the general observation is that 
micro credit along with micro savings and the group solidarity 
has brought visible changes in the lives of women. 
According the Puhanzhendi amd Satya Sai (2000) have noted 
that social impact of SHG – Bank Linkage Program at the house 
hold level is greater than economic impact. Narasaiah (2004) in 
her study revealed that the change in women’s contribution to 
society is one of the prominent phenomena of the late twentieth 
century. She found micro-credit as an important instrument in 
empowering women and giving them the opportunity to realize 
their potential in all spheres of society is increasingly important. 
S.K. Singh (2004) in his study on micro finance and empowerment 
of scheduled caste women in Uttar Pradesh and Uttarakhand has 
found that SHGs have made scheduled caste women aware about 
their rights, entitlements and development programmes as well as 
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helped them in starting income generation activities for substantial 
earnings and self-employment. They have also enabled them to 
actively participate in development programmes and in decision 
making process both at domestic and market fronts.

V. Objectives of the Study
The general objective of the study is to evaluate whether women 
have become economically better off after joining the SHGs in 
the study area or not. The specific objectives of the study are as 
under:

To review the status of SHGs and their implications in the 1. 
study area.
To analyse the changes in income, expenditure, savings and 2. 
borrowing pattern of women participating in SHG-Bank 
linkage programme, and 
To find out constraints in the economic empowerment of 3. 
rural women.

VI. Data and Methodology
The present study is based on primary data collected through 
field survey. We have selected two districts of eastern UP namely 
Mau and Gorakhpur for our study. The main reason for selecting 
these two districts of eastern UP is the relatively large number 
of SHGs formed in these two districts under SGSY programme. 
We conducted a pilot survey in these two districts to gather 
information about the status of SHGs. This helped us in identifying 
two blocks-Chargawaon in Gorakhpur and Kopaganj in Mau 
where SHGs are very active. 25 SHGs with 321 members are 
operating in the two blocks. Women members of the SHGs in 
the two blocks were clubbed and divided into different strata on 
the basis of their attributes. Some members were selected from 
each strata using random sampling. In this way we obtained a 
sample 70 members for in depth study. The relevant information 
pertaining to our study was obtained from the sampled members 
using a structured questionnaire. We have used ‘Before and After 
Approach’ to assess the role of microfinance through SHGs in the 
economic empowerment of rural women. Simple statistical tools 
like percentage, average etc. have been used in our analyses.

VII. Analysis and Interpretation
Table 1: Sex Composition of SHGs in the Selected Blocks

Name of the 
Block

Number of 
SHG’s

Members of SHG’s Sampled 
Members 
of SHG’sFemale Male Total

Chargaowan 11 143 37 106 30
Kopajanj 14 191 45 146 40
Total 25 334 82 252 70

Source: Field survey

Our survey revealed that total number of SHGs in the two blocks 
of Mau and Gorakhpur districts is 25 with 321 members. Table-1 
gives the sex composition of the members of SHGs in the two 
blocks. The table reveals that around 75 percent of the members of 
the SHGs in our study area are females. So the SHG-Bank linkage 
programme is focusing on women who are marginalized and have 
not been able to share the benefits of growth and development in 
the country. This is indeed a good trend but the size is very small. 
Voluntary organizations and government officials have to work 
hard to mobilise the women to join the programme.

A. Profile of Sampled Members of SHGs
It is very important to know the type of women joining SHG-
Bank linkage programme. A comprehensive profile of the sampled 
members of SHGs is beyond the scope of the present study. It is 
however pertinent to look at some of the important attributes of 
the sampled members of SHGs. 7.2 Social Group
Table 2 gives the social classification of the sampled members 
of SHGs. About 90 percent of the participants to the SHG-
Bank linkage programme are schedule caste, schedule tribe and 
backward class women. Though it is a good sign as most of the 
poor women belong to the said groups but it is a matter of concern 
that women of forward classes are not coming forward to join the 
SHG-Bank linkage programme. It is not that they are not poor 
and are economically empowered. During our survey we found 
that, it is basically because they are not being allowed by the male 
members of the family to join such programmes.

Table 2: Social Classification of the Sampled Members of 
SHG’s

Social Groups No. of 
Respondents Percentage

SC /ST 37 52.86
Backward Class 26 37.14
General / Forward 
Class 07 10.00

Total 70 100.00

Source: Field survey

C. Education Level
The weaker sections that are the main focus of the SHGs are 
generally characterised by high levels of illiteracy. Table-3 gives 
the education level of sampled members of SHGs. About 90 per 
cent of the women members of SHGs are illiterate. It is pertinent 
to note that about 50 percent of the illiterate members learned to 
sign after joining SHGs.

Table 3. Education Level of the Sampled Members of SHG’s

Education Level No. of 
Respondents Percentage

Illiterate 25 35.71
Can Sign Only 37 52.86
Primary School 05 7.14
High School 02 2.86
Intermediate 01 1.43
Total 70 100.00

Source: Field survey

D. Age Composition
The performance of the group depends on the age of the members. 
Young members are likely to perform better than old members. 
Table-4 shows that about 62 percent of the women members of 
SHGs are 26 to 45 age group. So most of the members of the 
SHGs are young. It is because SHGs prefer young members. We 
observed that due to old age some members are not able to work 
regularly and thus are not able to save.
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Table 4: Age Classification of the Sampled Members of SHGs

Age No. of 
Respondents Percentage

16-25 06 12.86
26-45 44 62.86
Above 17 24.29
Total 70 100.00

Source: Field survey

E. Agenda for Joining SHGs
Every group of SHGs has some agenda or reason for assembling 
the members. Through the agenda it encourages the participation 
and enhances the interaction among the members. To ascertain 
agenda of women for joining SHGs, four causes were mentioned 
viz. to get loans, promote saving, uplift social status and improve 
economic condition. Table 5 shows that the most important 
reason for joining the SHGs was promotion of savings. About 
36 percent women mentioned it as the basic objective followed 
by improvement in their economic condition through expansion 
of their sources of income (24.29%) and for getting financial 
assistance (22.9%). Only 17.14 percent of the respondents have 
joined the SHGs for the betterment of their social status.

Table 5: Agenda of the Members for Joining SHGs
S. 
No. Agenda No. of Respondents Percentage

1 To get the Loan 16 22.86

2 To promote the 
Savings Habits 25 35.71

3 To Uplift the Social 
Status 12 17.14

4 To Improve Economic 
Conditions 17 24.29

5 Total 70 100.00

Source: Field survey

VIII. Economic Transformation after Joining the Self Help 
Groups

A. Changes in Income
Table 6:  Monthly Income of the Sampled Members Before and 
After Joining SHGs

S. 
No.

Monthly Income 
in     Rs.

Pre – SHG Post - SHG

No. of 
Respondents % No. of 

Respondents %

1 Less than 1000 10 14.29 07 10

2 1000-2000 12 17.14 09 12.86

3 2000-3000 10 14.29 13 18.57

4 3000-4000 13 18.57 10 14.29

5 4000-5000 07 10.00 20 28.57

6 5000-6000 04 5.71 06 8.57

7 Above 6000 00 00 03 4.29

8 Non-Earning 
member 14 20 02 2.86

9 Total 70 100.00 70 100.00

Source: Field survey

Table 6 gives income of the sampled members before and after 
joining SHGs. A look at the table reveals that SHG-Bank linkage 
programme has significantly increased the income of their members. 
The mean monthly income of the sampled members before joining 
SHGs was Rs.1885.71 which increased to Rs.3242.85 after joining 
SHGs. Out of the 14 sampled members who were earning nothing 
before joining SHGs, 12 started earning after joining SHGs So the 
SHGs have enabled the poor rural women to earn and enhance their 
livelihood and are thus able to enjoy some degree of economic 
independence. Table-6 shows that no sampled member was earning 
more than Rs.6000 before joining SHGs but after the formation 
of SHGs there 3 such members whose monthly income was more 
than Rs.6000. On the basis of the above we can safely conclude 
that the income of SHGs members has significantly increased 
after they joined the SHG-Bank linkage programme.
Occupation of many members has also changed after they joined 
the SHG- Bank linkage programme. Table 7 gives the occupation 
of the sampled members of SHGs. The table shows that the number 
of self employed sampled members increased from 12 to 25 after 
the formation of SHGs. So many poor women who were not able 
to put their business skills in practice due to lack of credit and 
support were able to do so after joining the SHGs. We found that 
some women, who were self employed before joining SHGs, 
persuaded and encouraged the unemployed women members of 
the group to join them in their business.
So experienced members of SHGs helped and encouraged the 
other members to acquire business skill and acumen so as to start 
their own business. Many women told us that they learned a lot 
after joining the group.

Table 7: Main Occupation of the Sampled Members of the SHG

Activity

Pre – SHG Post - SHG

No. of 
Respondents % No. of 

Respondents %

Agriculture 19 27.14 19 27.14
Daily 
Wager 22 31.43 17 24.28

Self 
Employed 12 17.14 25 35.71

Service 03 4.29 03 4.29
House 
Wives 14 20.00 06 8.57

Total 70 100.00 70 100.00

Source: Field survey

B. Changes in Savings
Saving first and credit next is assumed to be the basic philosophy 
of the SHG-Bank linkage programme. The programme rests on the 
premise that members will develop the habit of thrift so that they 
can easily avail loan from the group. Table-8 gives the savings 
of the sampled members before and after joining the SHG. The 
mean monthly savings of sampled members was Rs. 317.17 before 
joining SHG which after joining SHG became Rs. 452.26. Tabl-8 
shows that 23 percent of sampled members were saving less than 
Rs.50 per month before joining SHG. The number of such sampled 
members came down to 4 percent after they joined SHG. In fact 
most of the sampled members have experienced some increase 
in their savings after joining SHG. So SHGs have enhanced the 
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saving capacity of women robustly and have thus boosted their 
confidence and made them more independent. 

Table 8: Savings of The Sampled Members Before and After 
Joining the SHG’s

S. 
No.

Monthly 
Income 
in     Rs.

Pre – SHG Post - SHG

No. of 
Respondents % No. of 

Respondents %

1 0-50 26 22.86 04 5.71
2 51-100 17 24.29 21 30.00
3 101-250 10 14.29 14 20.00
4 251-500 12 17.14 10 14.29

5 501-
1000 11 15.71 13 18.57

6 1001-
2000 04 5.71 06 8.57

7
2001 
and 
Above

0 0.00 02 2.86

9 Total 70 100.00 70 100.00

Source: Field survey

C. Size and Purpose of the Credit 
Table 9: Credit Availed by the Sampled Members

S. 
No.

Amount of 
Loan (Rs.)

Pre – SHG Post - SHG

No. of 
Respondents % No. of 

Respondents %

1 Less than 5,000 22 31.43 12 17.14

2 5,000-10,000 28 40.00 07 10.00

3 10,000-15,000 11 15.71 21 30.00

4 15,000-20,000 07 10.00 25 35.71
5 Above 20,000 03 4.29 05 7.14
6 Total 70 100.00 70 100.00

Source: Field survey

Usually, after six months’ operation of savings account, the pooled 
saving is used for internal lending among the members. The 
amount of loan and number of loans are decided by the members 
themselves depending on their need and urgency. Loans are also 
given under SGSY to individual or the whole group for self 
employment. Table 9 shows that the size of loans availed by the 
sampled members has remarkably increased after joining SHG. 
Only 10 percent of the sampled members browed Rs.15,000-
20,000 before joining SHG which after joining SHG increased to 
36 percent. So women have increasingly been using the borrowing 
facility for various purposes after the formation of SHGs.

Table 10: Purpose of the Loans Availed by the Sampled 
Members

S. 
No. Purpose Pre SHG % of 

Total Credit

Post SHG 
% of Total 
Credit

1 Domestic 
Consumption 47.14 25.72

2 Health / Education 3.14 8.29

3 Festivals / Marriages 6.00 14.57

4 Repayment of Old 
Debts 12.83 17.14

5 Investment / 
Business 28.05 38.57

6 Others 2.84 5.71
7 Total 70 100.00

Source: Field survey

Table 10 gives the purpose for which loans were taken by the 
sampled members. The table shows that before joining SHG nearly 
half of the loans taken by the sampled members were for domestic 
consumption which after joining SHG came down to 26 percent. 
It is also clear from the table that the sampled members have 
relatively taken more loans for business after joining SHG. Further, 
loans taken for health, education, festivals and marriages have 
also increased after the formation of SHGs owing to the improved 
economic condition of the members. Analysing the sources of 
credit, we observed that the dependence of sampled members on 
money lenders, friends and relatives have significantly declined 
after joining SHGs (Table 11).

Table 11: Sources of Credit for the Sampled Members

S. 
No.

Source Pre – SHG Post - SHG

No. of 
Respondents % No. of 

Respondents %

1 Money Lenders 35 50.00 10 14.29
2 Banks 06 8.57 08 11.43

3 SHG (Internal/
Bank)

0 0.00 58 61.43

4 Friends & 
Relatives

28 40.00 10 14.29

5 Others 03 4.29 02 2.86

Source: Field survey

D. Repayment of Loans
SHGs get loans from credit institutions. Payment of loans to 
credit institutions is the joint responsibility of the group. For the 
success and smooth functioning of SHGs it is important that all 
the members should repay their loans on time. In our study area 
we found that repayment of loans is not a problem. Table-12 gives 
the details of the repayment of loans by the sampled members. The 
table shows that all the members paid their loans. The only problem 
was that some were unable to pay their loans on time but there were 
others who paid them in advance. The repayment performance of 
the women has improved after joining the SHGs owing to peer 
pressure and improvement in their economic condition.

Table 12: Repayment of Loans by the Sampled Members

S. 
No. Particulars

Pre – SHG Post - SHG
No. of 
Respondents % No. of 

Respondents %

1 Repayment 
on Time 25 35.71 37 52.86

2 Repayment 
in Advance 13 18.57 20 28.57

3
Repayment 
After the 
Due Date

30 42.86 13 18.57
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4 Unable to 
pay Total 2 2.86 0 0.00

5 Total 70 100.00 70 100.00

Source: Field survey

IX. Conclusion
Women’s empowerment is essential for raising their socio-
economic status in the society. Recently, women’s empowerment 
has acquired an important place in government policy. Our study 
has tried to assess the role of SHG-Bank linkage programme in the 
economic empowerment of women in the two important districts 
of eastern UP. We found that the income and savings of rural 
women have substantially increased after joining the programme. 
Women participating in the said programme have paid their loans 
mostly on time and there was no case of default. We also observed 
that women have started taking more loans for business after 
joining SHGs. On the basis of our study we may conclude that 
SHG-Bank linkage programme is playing an important role in 
the economic empowerment of poor rural women in eastern UP. 
SHGs have certainly given vigour among its members to climb 
up economic ladder in the development process. However, the 
number of women participating in the programme is very small. 
In many villages of the study area we found that women are not 
aware about the programme. Members of SHGs in the area also 
complained about the lack of income generating activities due poor 
infrastructure and lukewarm response of government officials. So 
there is a strong need to put more efforts in mobilizing women 
to join the programme. Efforts should also be made to improve 
income earning opportunities by focusing on the development of 
necessary infrastructure.
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