IMPACT: International Journal of Research in C
Business Management (IMPACT: IJRBM) -E’T’ i = {m --l—
ISSN (E): 2321-886X; ISSN (P): 2347-4572 L ﬂ [I\ @1

Vol. 4, Issue 3, Mar 2016, 105-112
© Impact Journals

“‘FINANCIAL PERFORMANCE ANALYSIS OF BUSINESS ENTERPR ISES

MANAGED BY SELF HELP GROUPS IN PERAMBALUR DISTRICT”

K. VENKATA KRISHNA RAJU ' & DR.R.RAJENDRAN 2
'Research Scholar in Business Administration, Maramiam Sundaranar University, Tirunelveli, Tamil Nathdia

“Assistant Professor, Department of Business Admnation, Annamalai University, Annmalai Nagar Tai&du, India

ABSTRACT

The Gandhian plan of rural development soughtalhd development bringing into full and active pklythe
resources of the individual. The poorer the houkkltize greater is the burden on women. Who strivadgment its
income though long hours of manual work at low v&gd@he Self Help Groups (SHGs) is a boon to rurainen
particularly to women with entrepreneurial skilldicro finance and SHGs are effective in reducinggyty, empowering
women, creating awareness and ensure sustainatifilgpvironment which finally results in sustairalgdevelopment of
the nation. The continuous study in different disien about the business enterprises which are rednbhyg Women
SHGs will bring many fruitful understandings, insig and based on these outcomes many remedial resazuld be
provided to the business units of SHGs. The prestenty attempts to find out performance of SHGarfted by different
commercial banks under micro finance scheme inrRigatur District under the programme of Swarnajaya@ram
SwarozgarYojana (S.G.S.Y). Out of population 5400 3espondents were selected under multi stagelesinamdom
sampling method. The financial performance studiaeder 7 variable such as project selection, sowfcéinance,

application of funds, ensure the fast as well & cycle, repayment, redeployment and cost conteahanism.
KEYWORDS: Swarnajayanthi, Gram Swarozgaryojana, Self Helpu@spMicro Finance
INRODUCTION

There are many different ways to measure finarmpeaiormance, but all measures should be takendreagtion.
Line items such as revenue from operations, operaticome or cash flow from operations can be usedwell as
total unit sales. Knowing the financial positiorcbees even more important as the business gropsciafly if the plan
is to grow the business substantially. Lack of ecjge and timely knowledge of the current finanpiasition can lead to
business failure and have other consequencesddatithctors/owners.

The Gandhian plan of rural development soughtalhd development bringing into full and active pkllythe
resources of the individual. Self sufficiency whe key note of the economy of this society. Thed#@mn philosophy as
being the nerve centre of the people’'s universee gghare and commitment to a new programme calledn@mity

Development Programme (CDP) with the village asntioglal point.

“If you want to awaken country first awake womerf,a woman is awakened a family is awakened and mnilyt

is awakened, a village is awakened there by entwentry is awakened” Jawaharlal Nehru

“A nation would not march forward if the women areft behind” — Swami Vivekananda
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Swarnajayanthi Gram SwarozgarYojana is one of snicho finance proramme. The main objective of SGSY
to bring the assisted poor families above povénty énsuring appreciable sustained level of incoxes a period of time.
The poorer the household the greater is the bundemomen The SHGS is a boon to rural women pasdituto women

with entrepreneurial skills.

Micro finance and SHGs are effective in reducinggyty, empowering women, creating awareness andrens
sustainability of environment which finally results sustainable development of the nation. SHGshawerged as
popular method of working with people in recent ngea’ his movement comes from the people's desirendet their
needs and determine their own destinies througlptineiple “by the people, for the people and & tfeople”. The SHGs
today have become a vehicle to pursue diverse ogvental agendas and even for the profit motive gioliferation of
SHGs has posed a serious challenge to sustaimmibv@ment by maintaining quality of SHGs and heribe, quality
assessment of SHGs is now being considered as eckegrn. To avert such a situation, growth withlify has became
the paramount agenda of today among different btd#ers, as there is an over reaching concern ahmthinability of
the SHG movement in India. Several rating systesnsricro-finance interventions and SHGs have bemmrldped in the
past. But most of these were restricted to undedétg the creditworthiness of SHGs and employedcatdrs on
performance on basic group functions and credibigdti®n capabilities. Social, empowerment and b&hasal aspects of

SHGs functioning rarely found a place in the ratiygtem.
Statement of Problem

The continuous study in different dimension abdet business enterprises which are managed by W&iH&s
will bring many fruitful understandings, insightscabased on these outcomes many remedial measwrelsbe provided
to the business units of SHGs. The track recorti®@performance of Women SHGs business entersiz®ess that, there

is a mixed response over the growth of those basiraterprises.

Moreover, many factors such as financial insufficies, improper guidance, poor planning, lackingnafketing
scope and facilities are negatively influence thsiess as well as financial performance of womdiGS enterprises.
Due to the lack of co-operation from the governmenin-government agencies and society, the WomeRs3blisiness

enterprises are facing severe issues and theynatdauto record the desired result.

OBJECTIVES
» To identify major financial issues that affects le@formance of Business enterprises run by SHGs.
» To provide financial guidance for Business entsgsirun by SHGs

REVIEW OF LITERATURE

Koch and Soetjipto (1993) Khandker and Others (1995 traced the origin of Grameen Bank which was stlarte
in 1983 in Bangladesh by Prof. Mohammed Yunus. Yunbserved the role of micro credit in facilitatimgpmen’s

potential.

Bhatia and Bhatia (2002):through few case studies highlighted that recox@rgHG's is higher than other
credit extended to borrowers. Moreover, involven@rBHG's had helped the bank branches in recasenid dues. They

observed that there have been perceptible changés iiving standards of the SHG's members, im$eof ownership of
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assets, increase in savings and borrowing capauityme generating activities and income levelwels

K.C. Sharma (2001):maintained that through SHG's women empowermeakiag place. Their participation in
the economic activities and decision-making athbasehold and society level is increasing and ngaltie process of
rural development participatory, democratic, susthie and independent of subsidy, thus, macro-fingrnthrough SHG's

is contributing to the development of rural pedplea meaningful manner.

Manimekalai and Rajeshwari (2002) in their writings highlighted that the provisiai micro-finance by the
NGO's to women SHG's has helped the groups to \aehaemeasure of economic and social empowermeritadt
developed a sense of leadership, organizationt) stanagement of various activities of a businegght from acquiring

finance, identifying raw material, market and shig¢adiversification and modernization.

T. R. Gurumoorthy (2002): in his work, “SHGs- Economic Empowerment Throughf S&Reliance”, studied the
micro-credit funding agencies and the amount sanet by them. Out of the 27,000 self-help groupgaimil Nadu, 5,400
are linked with banks and the banks advance cteditem to the extent of Rs.9 crores. In his visiGs have the power
to create a socio-economic revolution in the raraks of the country. In his opinion, members bflssp groups must be

prepared to undertake entrepreneurial activitiessahaller level with minimum capital requirements.

Krishnaiah (2003). in his study has highlighted the operations & 8HGs engaged in the domain of income
generation, human development, environmental piiote@and natural resources management. The auttwrcdncluded
that identification of proper products for manutaetg, use of appropriate technology and creatiegessary marketing

channels will require greater attention for makihg SHGs as viable credit depending mechanisms.
DATAAND METHODOLOGY

Researcher used multiple stage simple random sagnpiethod to collect the responses. In Perambadtmiad
there are 4 Blocks and each block consists of aéyanchayats. The selection of panchayat is cersidas first stage
sampling. Each panchayat consists of several @fla§election of villages is considered as sectagksand the SHGs are

identified randomly is the third stage. The sanglitan is clearly presented in the following table.

Table 1
si No. of Nc_). of Populati Total Eco_np_mic Sample

N(S Name of Block | Panchay | Villa on no of Activities Villag | No. of
at Ges SHG Sanctioned es SHG

1 Alathur 39 78 105986 909 100 29 63
2 Perambalur 20 54 100245 2207 89 24 82
3 Veppanthattai 29 90 125539 1429 165 30 82

4 Veppur 33 92 136247 1409 187 23 73
Total 121 314 468017 | 5954 541 106 300

Primary data were collected through questionndite respondents were asked to give their opinitating to

the financial performance analysis of businessrprites.

The secondary data are collected from journalgrteparticles, research papers, websites, booddets
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DATA ANALYSIS AND INTERPRETATION

Factors Influencing Financial Performance

The various factors arises that influence the fommperformance of SHGs namely project selectgmyrce of
finance, application of funds, fast and safe caslte¢ repayment, redeployment of funds, cost comechanisms. In this
context, a parametric t-test has been applied lamdotlowing results are obtained. The mechanisrtheft-test indicates
that the computed mean is compared with the hygatbd mean value 3. The significant positive angatiee t-test
values indicate the agreement and disagreemehedéttors influencing the financial performancetty SHG members.

The significant t-value can be taken to interphettndecided opinion of the SHG members.

Table 2: The Sample T-Test is Applied on Eight Vaables of Project Selection

N [Mean Desita(tjt.ion Std. Error Mean|T-Value[Sig(2-Tailed

Practical Problem 300 |3.54671 .67031 .03870 14.126 .000
Government support 300 [3.45337 .65005 .03753 12.079 .000
Difficult formalities 300 |3.2467 .66380 .03832 6.436 .000
Lack of guidance 300 |3.4369 .65377 .03775 11.569 .000
Government schemes 300 |2.190¢ .51781 .02990 -27.094 .000
Government official support | 300 [3.3000 .62554 .03612 8.307 .000
Effective training programmel 300 |3.230¢ .70623 .04077 5.641 .000
Guidance by Government | 545 |3 1334 1385 03544 |3.762| .000
agencies

The above table expressed t-test values are signtfy greater than the test value 3 at 5 peroewellof

significance.

It is concluded that the SHG members moderatelgeagw have adequate support from the Governmethieat
time of selecting their projects. They agree tceiee able guidance and effective training from gfszernment on the
projects selected. The SHG members strongly agrefade the problems in completing formalities fearsng their
business and do not receive proper guidance anslultancy services. The SHG members strongly disagre their

awareness about various Government schemes atdet selecting projects.

Table 3: The Sample T-Test is Applied on Five Varibles of Sources of Finance

N |Mean|Std. DeviationStd. Error Mean[T-Value|Sig(2-Tailed

Banks and financial institutions 3002.9067 .65782 .03798 -2.457 .015
loans sanctioned inadequate 300(3.063] .86128 .04973 1.274 .204
E)f,‘\?kers confidence on women SHG } 30 2931 76326 04407  |-16.03¢  .000
Subsides offered is adequate 300(3.110¢ .79162 .04570 2.407 .017
Capacity to fund on own projects 300{2.350 .83054 .04795 -13.555 .000

The SHG members moderately agree that their furelpm@perly shared into fixed capital and workirapital,
where capital investments is rightly distributedcauy the fixed assets and working capital distriduietween the volume
of demand still they expressed to have lack of Kedge in redeployment of surplus funds on existinghew business.
The SHG members are able to decrease the volumiéediinds of their business to manage financiahch as they avail

proper time to time guidance on application of feind
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Table 4: The Sample T-Test is Applied of Seven Vables of Application of Funds

Std. Std. Error Sig(2-

N |Mean  qyiation Mean [yl Tailed)

'(I:';)Ft)?tla(iapltal shared into fixed capital and worki 300 36831 76922 04441 82 938 000
Capital rightly distributed 300 3.873] .39726 .02294 168.87] .000
\Working capital rightly distributed 300 3.710( .56595 .03268 113.54 .000
Unable to decrease the volume of idle of funds| 300 [2.290( .64339 .03715 61.649 .000
Business facing financial crunch 300 2.903] .65988 .03810 76.207 .000
Lack of guidance on application of funds 300 2.993] .69875 .04034 74.198 .000
Lack of knowledge on redeployment of funds | 300 (3.113] .74094 .04278 72.779 .000

The SHG members moderately agree that their furelpm@perly shared into fixed capital and workirapital,
where capital investments is rightly distributedomm the fixed assets and working capital distriduietween the volume
of demand still they expressed to have lack of Kedge in redeployment of surplus funds on existnghew business.
The SHG members are able to decrease the voluméediinds of their business to manage financiahch as they avail

proper time to time guidance on application of feind

Table 5: The sample T-test is applied of eleven viables of ensure fast as well as safe cash cycle

N |Mean|Std. DeviatiorStd. Error Mean|T-ValueSig(2-Tailed

Irregular supply and poor quality of raw | 355 b 5661 96540 05574  |-13.157  .000
materials

Poor infrastructure facilities 300 [2.146] .77059 .04449 -19.18( .000
Manpower shortage 300 [1.863] .83285 .04808 -23.634 .000
Debt collection problems 300 [1.863] .83285 .04808 -23.639 .000
Problems of packaging 300 [2.430( 1.12665 .06505 -8.763 .000
Problems of production of quality product | 300 [2.553] 1.08524 .06266 -7.129 .000
Poor demand 300 [2.730( 1.06499 .06149 -4.391 .000
Poor customer acceptance 300 [2.613] .97998 .05658 -6.834 .000
Poor payment by buyers 300 [2.643] .96915 .05595 -6.374 .000
Low capacity utilization 300 [2.740( 1.01118 .05838 -4.454 .000
Poor safety and protection of working 300 [2.256] .67748 03911  |-19.004 000
environment

The SHG members in order to ensure fastest asagellafe cash cycle in their business agree to \sguud
quality of raw materials and maintain proper intrasture facilities and focus on the safety andextion to the working
environment. It is further inferred that they hawdficient man power to complete every proceshefwork done in their
organisation and deliver the products at right tibzesed on the requirement of their customers andive regular

payments from the buyers without delay.

Table 6: The Sample T-Test is Applied of Eight Vambles of Repayment

N |Mean|Std. DeviationStd. Error Mean|T-Value|Sig(2-Tailed
Flexibility 300 3.273] .75754 .04374 6.250 .000
Higher Interest rate 300 3.670( .56760 .03277 20.445 .000
Cash rebate 300 [1.783] .52022 .03003 -40.509 .000
Prompt repayment 300 3.130( .72677 .04196 3.098 .002
Low penalty 300 [3.293] .74103 .04278 6.856 .000
Nor-availability of trade credit 300 [3.670( .65001 .03753 17.853 .000
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Stringent terms and conditions from 300 8661 84732 04892 2796 007
marketers
Stringent terms and conditions from | 544 | g3t 1 10285 06367 |-5.759| .000
Suppliers

The SHG members moderately agree that they aran diggibility in repayment schedule, low penalty tate
payment as they repay their loan promptly withia tlue dates. They also expressed that, they amgivest trade credits
because the interest rates charges are high. BUBHG members disagree with cash rebates on egrbyments and

stringent terms and conditions from marketers aggkers.

Table 7: The Sample T-Test is Applied of Five Variales of Redeployment of Funds

Std. Std. Error T- Sig(2-
N el Deviation Mean Value | Tailed)
More consent and willingness 300 |3.0133 .77578 .04479 .298 .766
Ut|||;at|on of Reserves and surplus for working icalj 300 |3.1267 67736 03911 3.239 001
requirements
pt|llzat|on of Rgserves and surplus for capital 300 |2.7367 1.03484 05975 4408 000
investment crisis
tJS!iznag;c;n of Reserves and surplus for expansibn 300 |2.6133 1.04281 06021 6.4221 000
tJS!iznag;c;n of Reserves and surplus for acquisitidn 300 |2.4533 80206 04631  |-11.808 000

Th SHG members moderately agreed to have more obasd willingness on redeployment of funds antzeti
the reserve and surplus for managing the currenking capital requirements. But they disagree featively utilize their

reserve and surplus for managing capital investroesis, expansion of business and for acquisitibnew business.

Table 8: The Sample T-Test is Applied of Ten Variakes of Cost Control Mechanisms

Std. Std. Error T- Sig(2-

e Deviation Mean Value | Tailed)
Problems on controlling the wastage. 300 [2.6567 1.24255 .07174 -4.786 .000
More awareness is available in cost control. 300 [3.483] .69618 .04019 12.025 .000
Application of More mechanization. 300 [2.6567 .74429 .04297 -7.990 .000
Recrwtr_nent & Application of right employees in 300 38431 46134 02664 31664 000
production process.
Appl|c_:at|on of right inventory and stores manageme 300 33331 85908 04960 6.721 000
techniques.
Utilization of quality inputs. 300 [3.393] .83723 .04834 8.137 .000
IAdoption of bulk purchase strategy. 300 [2.833] .82937 .04788 -3.481 .001
IAccurate demand forecasting. 300 [3.530( .70053 .04044 13.104 .000
Minimized sales network. 300 [3.010( .85967 .04963 .201 .840
Minimized production process. 300 [2.540( .72813 .04204 |-10.944 .000

The SHG members moderately agreed to have awaremessst control, demand forecasting, inventory and
stores management techniques, recruitment of egitloyees in production process, minimised salésark, utilization
of quality inputs. It is further revealed that tBElG members maximise the production process byhpsiceg the required

guantity of raw materials for controlling the wagta and apply suitable mechanisms based on thersglgirements.
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FINDINGS

Since maximum of the SHG members are uneducated etkperience the problems in completing formaifiar
starting their business and do not receive propétagce and consultancy services and they alscessed to have no

awareness about various Government schemes atndet selecting projects.

The SHG members moderately agreed that banks amdr@uent offer various subsidies to the SHG members
though they have low level of confidence on wométGS The SHG members moderately agree that theilsflare
properly shared into capital and working capitaieve capital investments is rightly distributed agnthe fixed assets and
working capital distributed between the volume efriind. As the SHG business is developing, the menare able to
decrease of the volume of idle funds to reduce thgsiness facing frequent financial crunch as tinil proper guidance

on application of funds.

The SHG members in order to ensure fastest asageflafe cash cycle in their business agree to \sguud
quality raw materials and maintain proper infrastuwe facilities and focus on the safety and pratacto the working
environment. Due to availability of sufficient mgower, the SHG complete every process of the wankedin their
organisation and deliver the products at right tibzesed on the requirement of their customers andive regular

payments from the buyers without delay.

The SHG members moderately agree that they aran diggibility in repayment schedule, low penalty tate
payment as they repay their loan promptly withia tlue dates but they also expressed that theyoagiven trade credits
and the interest rates charges are high. The SH@bees moderately agreed to have more consent dhidgwess on
redeployment of funds and utilize the reserve anglgs for managing the current working capitaluiegments whereas
they disagree to effectively utilize their researed surplus for managing capital investment crisipansion of business

and for acquisition of new business.

The SHG members moderately agreed to have awaremessst control, demand forecasting, inventory and
stores management techniques, recruitment of egitloyees in production process, minimised salésark, utilization
of quality inputs. The SHG members maximise thalpotion process by purchasing the required quaofitpw materials

for controlling the wastages and apply suitable lleésms based on the sales requirements.
SUGGESTION

The bankers with whom the SHG members avail loaafl sisit SHGs frequently and grade them basetheir
quality. The financial status of SHG members haprawed due regular sanction of loans from credstifations like

banks. Access to credit has enabled women SHGsdertake income generating activates.

Banks and NGOs need to carefully monitor the crigaied groups especially when the amounts are nhigier
than the average, in order to ensure an excelmovery performance assistance in terms of techgddack up, product
market, human resource development and insuranezage through a suitable institutional mechaniseeds to be given
to SHGs.

Expert advice and practical training can be givemhe members in selecting their income generatitiyities

based more on practicability and profitability
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CONCLUSIONS

The study shows that the satisfactory financiafgrerance by the SHGs in conducting the businébs SHGs
have to face the problems in completing formalifiess starting their business and do not receivepergyuidance and
consultancy services. Banks have low level confidean women SHG. They are not given trade creditalise the
interest rates charges are high. Women’s partioipain SHGs enabled them to discover inner strengdin self-

confidence, socio economical, political and psyogalal empowerment and capacity building.

The strong social ties among the members paved farayncrease in business loan per member, reducing
expenditure and increasing income of the group neembMany institutions coming forward to help theG meet and
the current demands of rural women empowermentpenveérty alleviation that leads to a gradual improeat in the
quality of their life and will enable SHGs to idémtactivities for economic betterment. The grouppowerment becomes

a dynamic force to involve the SHG members in thitifarious activities of social, political and esamic empowerment.
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