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ABSTRACT

Since last three decades, one of the major obgxtof policymakers is to remove poverty from Inéiar. this
purpose, various initiatives like enhancing thewtio rate initiating various Poverty Alleviation Rgsammes have been taken
up. It has also been realized by the policymakeasincrease in GDP alone is not the solution ofgrty as all sections are
not able to avail the benefit of economic develagni@ue to this reason, various Poverty AlleviatP®rogrammes (PAPS)
have been initiated targeting a specific group frthh@ economically weaker section at the grass Ieadl. But, still, results
were not very encouraging. In the next step, Inetugrowth is adopted as a strategy of povertyvédlgon in which major
emphasis is given for the inclusion of excludedises, particularly the women and the poor, in theselopment process.
NRLM or National Rural Livelihood Mission is suclpegramme, the major objective of which is to aniga the poor into
SHG (Self Help Groups) groups and make them capzfidelf-employment. Various research outcomesearoimy SHG-
Microfinance showed that there is a positive impafcEHG- Micro-finance approach on the alleviatiohpoverty. Based
on these outcomes, these papers strived to antigzeffectiveness of the SHG-Microfinance Mechanrisdtried to point
out some inherent limitation of the mechanism anglound of reality based on experience and finadigcluded with some

suggestions.
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INTRODUCTION

Since last three decades one of the major objectifepolicymakers is to remove poverty from Indt@r this
purpose, various initiatives were taken for enhag¢he growth rate. Accordingly, just after theelislization, India’s GDP
growth witnessed an upward change. It was hopedt thvdl be a solution to the problems associatgith poverty. But due to
some crucial reasons at the grass root level,teaselre not very overwhelming. It has also beelzed by the policymakers
that increase in GDP alone is not the solutiorhefdeep-rooted problem of poverty. Due to thisaeasarious programmes
and policies were started at the grass root |&lese include the implementation of various PovaHgviation Programmes
(PAPs) targeting a specific group from the econathjcweaker section at the grass root level. Biill, sesults were not
very encouraging. It is presumed that growth isessary but not sufficient for the poverty eradmaths all sections are not

able to avail the benefit of economic developmemtipularly those who live in remote rural areastHe next step, Inclusive
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growth is adopted as a strategy of poverty alléein which major emphasis is given for the inabunsof excluded sections,
particularly the women and the poor, in the develept process. Pandit Jawaharlal Nehru once sdigloti educate a man
you educate an individual, however, if you edu@ateoman you educate a whole family. Women empowereahs mother
India empowered”. There is no doubt that woman emgpment is essential for the eradication of povedywell as for
the development of the nation as women constitoibeififty percent of the total workforce of Indi@ecognizing the fact,
our government has also adopted various initiatinghkis regard. NRLM or National Rural Livelihoddission which is a
remodeled version of previous SGSY or Swaranjay@andim Swarozgar Yojana is one such programme whiphesently
running all the states and UTs across the coufiitrg. major objective of the programme is to orgamimepoor into SHG
(Self Help Groups) groups and make them capabseiéfemployment. It is well recognized that pagation in the SHG
enhances the economic and social capacity of tbe garticularly women that contribute to the poyealeviation through
their empowerment.

Keeping these in view, this paper has been dividéa six main sections. In the first section, agrhas been
taken to describe the concept of SHG, micro-finanterocredit, and the SHG-Microfinance to makenthenderstood to a
common man. In the next section, poverty trendssamte major poverty alleviation programmes initidtg our government
has been discussed. In the third section, somermegearch outcomes concerning SHG-Microfinances H@en pointed
out. In the next section, the functionality or therking mechanism of the SGH approach of povergvadtion has been
discussed. In the fifth section, this paper haslghted some major challenges in the implementatibthe mechanism.

Finally, in the last section, the paper ends withng suggestions by the author from his personapat.

SHG, MICROCREDIT, AND MICRO-FINANCE

Homogeneous group of poor people (10-20) createthtgual help that acts as a mini cooperative efgbor and
provides micro financial services for their socmromic upliftment is known as Self Help Group$étG. Providing micro
financial services like small savings; small loamall insurance etc. is termed Micro-finance. The terms Micro-finance
and Micro-credit though used interchangeably afferdint in this context. Generally, credit mearsioWhenever we need
money we either approach friends, relatives, mdeegier or bank. Amount of credit or loan dependsruihe requirement
and financial status of the recipients. It may &#eyé, medium or small. When the amount of loanredit is of small
amount it is known as Micro-credit. This microcredigenerally needed by the people from the poonemic background.
Microfinance, on the other hand, is a much broadecept than microcredit and refers to loans, gsyimsurance, money

transfers, and other financial services targetgubat and underprivileged people having veryloaeime.

SHG-Microfinance Mechanism

A system by which micro financial services are jed through the SHGs for the socio-economic upkitt of the
poor and underprivileged sections with the intemtid bringing them out from the cycle of povertyahgh the generation

of self-employment is termed, in the context o§ thaper as SHG-Microfinance Mechanism or simply $EM! (Figure-1).
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Figure 1: SHG-Micro-Finance Mechanism

In this system, the core point is a Self Help Geowich is just like a mini cooperative formed getly by the poor
and underprivileged sections particularly womentfair mutual help.

For the success of the SHG-MF Mechanism of powatéviation, the first and foremost criteria are fhining of
the poor into the Self Help Group. Now the questoBes as to why the poor needs to join the SHI@?pbor need to join
the Self Help Group (SHG) due to several reasohis dan be highlighted from two main viewpointsascribed below.

From the Viewpoint of the Poor: Vulnerability of the poor (High possibility of beg attacked adversely in many
situations) & having almost no access to formalkioam services It provides them an opportunity teesdo lend from the
group in time of need, to get involved in varioursds of Income Generating Activities (IGAs) andréey to come out from
their extreme poverty.

From the Viewpoint of Economic Developmentit ensures the participation of the poor partidylavomen in
the development process and ensures Inclusive @Grdtatas been recognized that only the high grawthational income
alone does not address the challenge of povertyctiesh and balanced regional development. Nor dpewth in itself
improve human development. Consequently, all thertsf of the government — in agricultural and rwtelelopment, in
the industry and urban development, in infrastmecand services development, in education andheate development—
sought to promote inclusive growth. In India, thenéfits of economic growth have not equitably reacto different parts
of our society. Despite the robust economic growatlgrge number of groups remain excluded fromojeortunities and
services provided by the financial sector. Suchiugled groups include basically the poor and undeélpged section
particularly women. Sustainable and equitable dgprakent is not possible unless all these underpgeill sections of the
economy are included. SHG-MF Mechanism may be dntheo ways to include such underprivileged sectionshe

development process.
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POVERTY TRENDS AND SOME MAJOR POVERTY ALLEVIATION P ROGRAMMES (PAPSs)

As per estimates of 2011-12 evef§ gerson in India is poor. This mean, about twentesecrores of Indians were
poor in 2011-12. But there is a considerable dedlinthe poverty percentage starting from 1973A&per the latest data,
there is a decline in poverty ratio in India froboat 45 percent in 1993-94 to 37.2 percent in 2004There was a further
decline from 37.2 percent in 2004-05 to 21.9 pergef011-12. Although the number of poor peoptaéased in the earlier
two decades (1993-94 to 2004-05), there was afiignt reduction in the number of the poor duri®2-05 to 2011-12. If
the present trend continues, the people belowadkerpy line may come down to less than 20 peraetité next few years.
The current government strategy of poverty alléerats based on two planks:

» Promotion of Economic Growth: Over a period of attbirty after independence, there was almost ramghk or very
little change in per capita growth rate and not imteduction in poverty. Official poverty estimatéieh was about
45% in the 1950s remained almost same up to 1¥@sduring the 1980s to 1990s growth rate jumpe@%oas
compared to 3.5% in 1970s and thereafter staitggri®ercentage of poor started falling with theréase in growth
rate. There is a substantial decline in povertip riat India from 44.3 percent in 1993-94 to 37.2qgeat in 2004-05
and 21.9 % in 2011-12. It shows that there is@nstiink between economic growth and poverty reidact

» Targeted Anti-poverty Programmes: Most of the pararnot able to take opportunities of economic ginoas a large
number of people live in the village and are depanan agriculture. In this situation, govt. talkesne anti-poverty
programmes targeting a particular section of poeicivare known as Targeted anti-poverty progranoene of the

anti-poverty programmes undertaken by the governm@igpresent are discussed below:

Prime Minister's Rozgar Yojana (PMRY): Prime Minister’s Rozgar Yojana started in 1993e Tmin target of the

programme was to create self-employment opporasmftir educated unemployed youth in rural areasaradl towns.

Rural Employment Generation Programme, REGP The Rural Employment Generation Programme was
launched irl995 Theaim of the programme is to create self-employment odties in rural areas and small towns. The

main target of the programme was to create 25 hakin jobs for the poor.

Swaranjayanti Gram Swarozgar Yojana (SGSY)

This programme was launched in April 1999. The nianget of the programme was to bring the assigtest
families above the poverty line by organizing thanto self-help groups, training, credit, technolpgyfrastructure, and

marketing. The objective of SGSY is to provide airsible income to the rural poor.
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Pradhan Mantri Gramodaya Yojana (PMGY): This programme was launched in 2000 in all theeStahd Union
Territories of India, in order to achieve the olijee of sustainable human development in the v@leyel. The main target
of the programme was to create and improve basitices like primary health, primary education, tighelter, rural

drinking water, and rural electrification.

Mahatma Gandhi National Rural Employment Guarantee Act, 2005: Mahatma Gandhi National Rural
Employment Guarantee Act”, or MGNREGA, is a sosi&durity measure that aims to guarantee the 't@htork. It aims
to provide 100 days of wage employment to everyskbaold to ensure livelihood security in rural ar€ase-third of the
proposed job kept reserved for women. It provid&® &ore man day of employment to about 4.78 deordlies.

National Rural Livelihood Mission (NRLM): It is a poverty alleviation programme implementgdliie Ministry
of Rural Development, Government of India. It is temodeled form of previous SGSY programme. Tlesgnt scheme is
basically focused on promoting self-employment arghnization of rural poor. The basic idea behhid programme is to
organize the poor into SHG (Self Help Groups) geoaipd make them capable of self-employment. In B#@9 restructuring
the Integrated Rural Development Programme (IRDjstry of Rural Development (MoRD) launched Swgegyanti
Grameen Swarozgar Yojana (SGSY) to focus on promaelf-employment among rural poor. SGSY is nemadeled
to form NRLM thereby plugging the shortfalls of SGErogramme. This scheme was launched in 2011 avitdget of
$5.1 billion and is one of the flagship programméthe Ministry of Rural Development. This is onietloe world’s largest
initiatives to improve the livelihood of the podthis programme is supported by the World Bank ittredit of $1 Billion.

The scheme was succeeded by Deen Dayal Antyodggag/on 25 September 2015.

OUTCOME OF SOME EMPIRICAL STUDY CONCERNING SHG-MICR OFINANCE

» There is a significant association between thegpation in the Self Help Groups (SHGSs) and thesleof empower-

ment of poor tribal women, Sarkhel and Mondal (2014

* SHG Members have been empowered through microfsnawtvities and they have engaged themselvesriousa
types of activities which have enhanced their dquals well as their standard of life. They alsolaxped that Micro-
finance can be synergetic if exercised through SiH& may result in eradication of poverty as wellcaghe solution

of their family-related problems, Ramakrishna & Nrafddeen (2013).

» According to Singh at al (2013) the empowermemntvoimen through SHGs would give benefit not onlytte wwomen
at the individual level but also to the family asl\as to the community as a whole through collectiction for the

development.

» There is a significant association between thel leizempowerment and the level of annual familyome, Sarkhel,

and Mondal (2013).

There is a significant association between theldevkeducation and the level of empowerment ofrtigenbers of the
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SHGs. It is also found that there is a significasgociation between the number of training takethbymembers and

their level of empowerment, Mondal (2016),

HOW DOES SHG-MICRO-FINANCE MECHANISM WORK? SHG Mifinance Mechanism works in a

sequential way as stated in the following figurgy(ire-2).

Figure 2: Working of SHG-MF Mechanism

At the starting phase, govt. encourages parti@pabf the poor into SHGs. Participation gives thembers of
the Self Help Groups a greater scope for interastlmoth within and outside the group. This intacectvithin and outside
the groups makes them conscious. Apart from thpodpnity of interaction participation into the Selelp Groups gives
them an opportunity of saving, lending from groupd and participating in the Income Generating VAtiis (IGAs. Due
to participation in various income generating dtiég, their level of income increases and they eamt from their extreme
poverty. As a result of this, they became ablertivide education and health care facilities tortifeinily members, which
lead to an increase in the productivity as welttes earning capability of the next generation. Bynahis increase in

productivity, as well as the earning capabilityntdutes to economic growth.

SOME MAJOR PROBLEMS IN THE IMPLEMENTATION OF THE ME CHANISM

SHG Micro-finance mechanism of poverty alleviationdoubt has a greater impact on poverty allevied®well as
accelerating economic growth through inclusive ghowt includes socially neglected and economicailgkward individuals
particularly the women in the development procéssa result of this, the unproductive workforcertstacontributing in
GDP of the country. If applied successfully it wsimultaneously reduce poverty percentage andaser¢he growth rate.
But, there are certain problems or shortcomingshef mechanism which can be understood or felt leyfibld level

researchers.

NAAS Rating: 3.10 - Articles can be sent toeditor @ mpactjournals.us




SHG-Micro-Finance Mechanism of Poverty Alleviation and I'ts Problem: With
Reference to the Outcome of Some Empirical Studies 91

Existence of different classes poor: It is gengraien that there exist different levels of poother rich among the poor
who are dominating and influential. These domirgtind influential members try to earn a lion’s shaf the profit of the
group by exploiting the ignorant and illiterate m®ers. Even though the ignorant and illiterate mesbave contributed a
lot towards production activity, yet they are nobgerly paid. As a result, it affects the enthusiaand energy of the
illiterate persons which affect the group activatyd even the sustainability.

Problem inherent to this mechanism: As SHGs arecais concerned with a poor and underprivilegedtiea.
Most of the members are undereducated or illitefaten though the governments take measures fatiogeawareness
among the members about various schemes bendfictabm, still a great majority of the members amaware of the
schemes of assistance offered to them. It alsadiesl the problem of proper maintenance of recardsy@anagement of the
group.

Complications in the institutional arrangement: Tiitutional arrangement for the SGH-Microfinaramivity in
our country is complicated. A simple system is vamych important for the rural backward and illitermeople as they
don’t know how to get a bank loan, maintain recoo#sh book, and ledger. For obtaining assistandesapport the group
members have to approach the block level r didriatl, officers. Sometimes, the officers are neyvco-operative with the
SHG members. As a result, SHGs are not able to gratably for the accomplishment of its objectives.

Dominance of the male members: It is practicallgrsthat a majority of the uneducated women areddaorbe
influenced by their male counterparts in takingimadistribution of loans and subsidies. Therebyflads among the group
members go against the ethics of SHGs. Moreovereftis lack of unity among women members owingtheioreasons.

Frequent Political Interference: It is found thatrural areas, there are political interventiongiiaup finance. If
the group is not in favor of the local MLA or M.then that group is deprived of getting the loanimme. Some of the
group members are therefore busy running aftelotts leaders instead of doing their work. Thistalxgs the independent
functioning of the SHGs.

Difficulties in the assessment of SHG-Microfinadechanism in reality: It is very difficult or impsible to assess
properly the contribution of this mechanism towgvdserty alleviation or towards economic growthislik because the poor
people, particularly from rural areas, get thenolwed in a number of activities and participat&SHG as a sub-activity. As
a result, the contribution of this SHG-MF mechanisannot be assessed separately. It becomes ajsdiffimult to identify

the problems of the SHG of the particular regiod tmappropriate measure.

CONCLUSIONS AND SUGGESTIONS

We cannot think of a developed nation with abothtial of the nation under poverty and half of theat actively
involved in the development process. Globalizaliasits own share in creating disparity among tmufation by demanding
educated and skill, creating inequality on the dasincome and living standard. Discrimination bagn a long stable part
of our society and culture where people had bestridiinating on the basis of religion, caste, crestdtus, and gender,
making people fail over many phases of life. The gatween rich and poor can be bridged by educatibrvhen we look
regionally, we find a failure of the governmenindulge in and to propel the people to read antkwtiack of education is

the source of all basic problems. It creates ungonsness and disparity among people i.e., therdifice in the income level
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as well as poverty. We can find many measures flifferent sources to eradicate this problem baait only be attained by
following a systematic procedure and for this thiékofving guidelines may be followed.

We need to arrange for providing real education laasic infrastructure for making such mechanisrpaferty
alleviation and development effective. At the tepdl, we need a strong planning center that doesrk for vote bank
but for true work and development. We need suchrdre that does not cripple the society by subsidiher empowers
people to get an education and to work for the stdhice, sufficient infrastructure, capacity builgliand skill up gradation,
provision of adequate and timely finance, effectiupervision and monitoring of investment actiatistrong political can be
prescribed to solve out the problems associatdu SHG-Microfinance mechanism of poverty alleviataord development.

Providing subsidies cannot be a solution so, lessidies but more employment opportunity measur® ise
undertaken. Similarly, proper population controlasigre, as well as proper estimation of BPL poputais necessary. From
this, it can be suggested that poverty can be eatati through the empowerment of the poor by irmglthem into Self

Help Groups (SHGs) mechanism along with giving pragmphasis on other factors as suggested.
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