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ABSTRACT 

 This paper presents the result of a survey of 125 SHG members in 

Kuthenkully, in Tirunelveli district. The study has looked into the impact of microfinance on 

SHGs and the problems encountered by SHG members in availing microfinance. 

Additionally, the socio-economic profile of the respondents was examined. Percentage 

analysis, Garrett ranking technique and Likert`s scaling technique were used for analysing the 

data. The participation of women in Self Help Groups (SHGs) has made a significant impact 

on their empowerment both in social and economic aspects. Micro credit lending schemes are 

also being implemented by different microfinance agencies in different forms to cater to the 

needs of SHGs. 

INTRODUCTION 

Women’s empowerment has become a critical pre requisite for the socio-economic 

development of any community. The growth of Self-Help Groups (SHGs) is an evidence of 

the fact that women are coming out of their shells, shunning their secondary citizen status and 

are using their potentialities and talents for individual and societal benefits. (Shanti & 

Ganapathi, 2012)1. Microfinance has also gained huge prominence worldwide in the arena of 

economic development and enhancement. In India microfinance has become an important 

tool of economic development. (Tiwari and Thakkurl, 2007)2. Microfinance is the provision 

of broad range of financial services such as deposits, loans, payments, money transfers and 

insurance to the low income households and their micro enterprises to break out of their 

impoverishment (Lazer, 2008)3. 

STATEMENT OF THE PROBLEM 

The SHG is the institutional informal setup through which the micro credit is routed 

by formal and semi-formal micro finance institutions to assist poor women. The sole aim of 

such institutions is to provide adequate and timely micro credit at the least cost to poor 

women not only to benefit them but also their families. Limited financial access enhances the 

vulnerability of poverty hampering women’s ability to improve their household conditions, 

working environment, and also restricts them from starting new ventures (Singh, 2007)4. 

Credit is a major obstacle, due to the fact that the formal institutions need collateral security 

against credit when the poor are unable to meet their requirements. When credit is not 
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available from the formal sector, the poor approach informal institutions such as 

moneylenders, traders, and big landowners. The interest rates imposed by informal 

institutions/individuals lack an hierarchical structure, are varied across geographical locations 

and can often be exorbitant, ranging from above 20 percent, and sometimes even 100 percent 

per annum (Ram Kumar, 2009).5 Several studies indicate that SHG programmes in the form 

of micro credit schemes and savings have succeeded in changing the lives of poor women. 

REVIEW OF LITERATURE 

Banumathy (2006)  in her article “Self Help Groups and Bank Linkages”  has stated that the 

initial role played by the SHGs, prompted the NABARD to venture linkage of the SHGs with 

the banks in February, 1992.6 

Kamaraju (2009) has mentioned in his article “Self Help Groups Emerging Rural 

Enterprises” that in rural areas the SHGs utilized the loan for purchasing milch animals, goat 

and for meeting personal urgent needs. He has also expressed that the SHGs gain momentum 

now-a-days, because of its many fold effort in the economic empowerment of poor women.7 

Lalit Kumar Sharma (2011) in his article “Self Help Group as an Effective Strategy and 

Feasible Approach to Empower Women in India” has highlighted the benefits of 

psychological, social and economic factors accrued by women participating in SHGs and to 

explore the merits of SHGs as strategy and approach to empower women in India. The study 

concludes that women’s participation in SHGs  have created tremendous impact upon the life 

pattern and style of poor women especially in rural areas and empowered them at various 

level not only as individual but also as members of family, community and society as whole.8 

OBJECTIVES 

1. To analyse the impact of micro-credit on the socio-economic empowerment of 

women. 

2. To assess the problems of SHG members in availing microfinance. 

METHODOLOGY 

The study deals with the impact of microfinance on women SHGs. The study was 

conducted among the members of SHGs in Kuthenkully, Tirunelveli district. The sample size 

of the study is 125. Purposive sampling techniques have been used in this study. Quantitative 

data was collected from SHG members using questionnaire. Since the study has its own 

predetermined objectives and methodology, it is both descriptive and analytical in nature. The 

statistical tools used for the analysis of data in this study are inferential statistics, Garrett 

ranking and Likert’s scaling technique. 

 

 



DATA ANALYSIS 

Socio-economic profile of the respondents 

Socio-economic variables such as age, education, income, family size and marital status 

indicate the socio-economic profile of the respondents. 

Table 1. Socio-economic profile of the respondents 

 

Variables 

 

Characteristics 

 

Respondents (In Percentage) 

 

Age 20-30 years 61.6 

 30-40 years 34.4 

40-50 years 4 

Educational Qualification Primary level 56 

 Secondary level 26.4 

Intermediate level 15.2 

Degree and above 2.4 

Monthly Income Rs.5000-10000 8.8 

 Rs. 10000-15000 52.8 

Rs. 15000-20000 32.8 

Above Rs. 20000 5.6 

Family size 2-4 members 61.6 

 4-6 members 28.8 

6-7 members 8 

7-8 members 1.6 

Marital Status Married 96 

 Widowed 4 

Source: Primary data 

Table 1 shows the socio-economic profile of the respondents which reveals that 96% 

of the respondents are below 40 years of age. Majority of the respondents have completed 

their Primary level of education (56%) and very few respondents have completed their degree 

(2.4%). More than half of the respondents earn a monthly income of below Rs. 10,000 – Rs. 

15,000 (52.8%) and have the family size of 2-4 members (61.6%).  All the respondents are 

married and a few of them are widowed (4%). 

 

 

 



Table 2. Ranking of the impact of micro-credit on SHGs using Likert’s scaling 

Technique 

Statements *Total Score **Mean Score Rank 

Micro financing through SHGs is an effective tool for 

women empowerment. 
642 5.136 I 

The SHG and microfinance institutions have helped in 

increasing savings. 
562 4.496 II 

Better financial support from SHGs has assisted in 

reducing domestic violence. 
507 4.056 III 

The participation in self-help group activities has 

enabled closeness to friends, relatives and parents. 
502 4.016 IV 

There is an increase in the level of self – confidence 

and self- reliance after joining the SHG. 
495 3.960 V 

There is an improvement in business activities and the 

members have gained better buying and selling skills 

after joining the SHG. 

475 3.800 VI 

There is an improvement in the social and economic 

status. 
471 3.768 VII 

Small credit and loans from Microfinance Institutions 

and Cooperative Societies help significantly in 

reducing the level of poverty. 

461 3.688 VIII 

*Total Score = (SA× 5) + (A ×4) + (NO×3) + (DA×2) + (SDA×1) 

**Total Score /No. of respondents 

Source: Primary data 

 

Table 2 indicates the ranking of the impact of micro-credit on SHGs using Likert’s 

scaling technique. Among the statements ‘Micro financing through SHGs is an effective tool 

for women empowerment’ was reported to have a major impact on the SHGs and thus it 

ranked first with the mean score of 5.136 followed by ‘The SHG and microfinance 

institutions have helped in increasing savings’ which ranked second with the mean score of 

4.496 and ‘Better financial support from SHGs has assisted in reducing domestic violence’ 

ranked third with a mean score of 4.056. ‘The participation in self-help group activities has 

enabled closeness to friends, relatives and parents’ with the mean score of 4.016 and ‘There 

is an increase in the level of self – confidence and self- reliance after joining the SHG’ with 

the mean score of 3.960 got the fourth and fifth ranks respectively. ‘There is an improvement 

in business activities and the members have gained better buying and selling skills after 

joining the SHG’ with the mean score of 3.800 ranked sixth. The statements ‘There is an 

improvement in the social and economic status’ with the mean score of 3.768 and ‘Small 

credit and loans from Microfinance Institutions and Cooperative Societies help significantly 

in reducing the level of poverty’ with the mean score of 3.688 show that micro-credit has less 

impact on the SHGs and thus got the seventh and eighth ranks respectively. 



Table 3. Ranking of problems encountered by SHGs using Garrett’s ranking Technique 

Problems 

Total Score 

using Garrett 

table values 

*Mean Score Rank 

Lack of publicity 8567 68.536 I 

Lack of proper communication 7657 61.256 II 

Large amount of paper formalities 6837 54.696 III 

Lack of understanding between group members 6618 52.944 IV 

Too much distance from the living place leads to high 

transport costs 
6131 49.048 V 

Resistance from husband/family members at the time 

of starting a business 
5683 45.464 VI 

Tight repayment schedule 5608 44.864 VII 

Lack of support from government officials 5278 42.224 VIII 

Stress due to lack of proper training 3746 29.968 IX 

*Total score /No. of respondents 

Source: Primary data 

 

Table 3 shows the ranking of problems encountered by SHGs using Garrett ranking 

technique. It is clear that ‘Lack of publicity’ with the Garrett mean score of 68.536 was 

identified as the major problem and ranked first, followed by ‘Lack of proper 

communication’ which ranked second, ‘Large amount of paper formalities’ ranked third, 

‘Lack of understanding between group members’ ranked fourth, ‘Too much distance from the 

living place leads to high transport costs’ ranked fifth, ‘Resistance from husband/family 

members at the time of starting a business’ ranked sixth, ‘Tight repayment schedule’ ranked 

seventh, ‘Lack of support from government officials’ was ranked eighth. ‘Stress due to lack 

of proper training’ with the Garrett mean score of 29.968 was the least important problem 

encountered by SHGs as expressed by the respondents thus it got the last rank. 

FINDINGS 

 From the foregone analysis, it is seen that most of the respondents are in the age 

group of below 40 years and have the family size of 2-4 members. They have 

completed their primary level of education and earn an income of Rs. 10000-15000. 

 The  analysis on the impact of micro-credit on SHGs reveals that, ‘Micro financing 

through SHGs is an effective tool for women empowerment’ ranked first with the 

mean score of 5.136 and ‘The SHG and microfinance institutions have helped in 

increasing savings’ ranked second with the mean score of 4.496 while ‘There is an 

improvement in the social and economic status’ with the mean score of 3.768 and 

‘Small credit and loans from Microfinance Institutions and Cooperative Societies 

help significantly in reducing the level of poverty’ with the mean score of 3.688 got 

the last two ranks. 

 The results of the study show that among the various problems encountered by the 

respondents ‘Lack of publicity’ with the Garrett mean score of 68.536 was identified 

as the major problem which ranked first and ‘Lack of proper communication’ ranked 

second whereas ‘Lack of support from government officials’ with the Garrett mean 



score of 42.224 and ‘Stress due to lack of proper training’ with the Garrett mean 

score of 29.968 were considered as less important problems. 

SUGGESTIONS 

  Better awareness about the various schemes available for acquiring loan 

should be created among the SHGs and a proper follow up of activities should be done 

by the microfinance institutions. The paper formalities could also be minimized and 

made simple in order to attract more people to avail loans through microfinance 

institutions. 

CONCLUSION 

Women particularlybenefit from microfinance as many microfinance institutions 

(MFIs) target female clients. Microfinance services lead to women’s empowerment by 

positively influencing women’s decision-making power and enhancing their overall 

socio-economic status. Microfinance has been identified as a successful tool to meet the 

financial requirements of the rural poor particularly women. The major form of 

microfinance in India is based on Women’s Self-Help Groups (SHGs). The study 

analyzed the economic, social and psychological impact of microfinance on SHGs. It is 

evident from the study that besides economic improvement, the social outlook of women 

in SHGs has undergone a radical change.  
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