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ABSTRACT 

SHG-Banking is aneed based system which gave multiple of advantages to SHGs, such as habit of small savings, 

loan facilities and micro insurance facilities etc. It is an incredible approach in banking system,where small 

income generating activities became a means of sustainable livelihood for the SHG members.The study aims to 

analyze the various problems and challenges faced by bank managers in Punjab while they were dealing with 

the Self Help Groups (SHGs). The present study is based on primary data. The study was conducted on the basis 

of random sample of 60 bank managers of Commercial banks, Cooperative banks and Malwa Gramin Bank in 

Punjab. 
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I. INTRODUCTION 

 

Microfinance has been proud to be one of the most effective and flexible programme in reducing poverty. In 

Punjab, most of the people lived in rural areas and they needed small loans for generating the activities. Most of 

the times the very poor remained outside from the lending process of formal lending. To overcome this problem, 

the Government has taken several initiatives to strengthen the institutional credit system with the help of Self 

Help Groups (SHGs). Micro finance programme in India is principally based on the working of banks. SHG-

bank linkage programme is prominently concerned with banks. Banks are the foremost financial institution 

which deals with SHGs. It is the major source of disbursing loans to priority sector. 

 

II. OBJECTIVES OF THE STUDY 

 

The main objective of the present study is to analyze the various problems and challenges faced by bank 

managers in Punjab while they were dealing with the Self Help Groups (SHGs). 

 

III. SCOPE AND METHODOLOGY 

 

The present study primary data was collected through a well-structured and pre-tested questionnaire.For the 

purpose of to know the perceptions of Bank Managers, under the give study 60 bank managers were selected.A 
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multi stage random sampling was used for the selection of the sample. In the first stage top 12 banks 

representing 25.00 per cent of the total banks present in the state as on 1.4.2008 were selected with whom 

highest number of SHG were linked. Then in the second stage, 200 SHGs (100 SHGs linked with Commercial 

banks, 80 SHGs linked with Cooperative banks and 20 SHGs linked with RRBs) were selected and further 60 of 

the managers of the respective banks were selected. 

 

IV. DISTRIBUTION OF SELECTED BANK MANAGERS IN PUNJAB 

Further it was also ensured that the sample should cover the entire three belts hence one district each from 

Majha, Doaba and 3 from Malwa belt were selected. Sangrur, Patiala and Fatehgarh Sahib represented the 

Malwa belt, Jalandhar district represented the Doaba belt and Amritsar district represented the Majha belt. the 

responses of the bank managers have been classified and presented in a tabular form. The satisfaction level and 

agreement level of the bank managers were ascertained on a five-point Likert scale. To measure the degree of 

agreement/disagreement regarding different attributes related to problems and challenges faced by groups and 

bank managers the scale used was 5 to 1.The average weighted scores have been calculated and F- ratio has 

been measured by assigning weights 5 for strongly agreed, 4 for agreed, 3 for neutral/neither agreed nor 

disagreed, 2 for disagreed and 1 for strongly disagreed. F-ratio have been used to assess the relationship between 

agreement level and overall satisfaction level. 

 

 

 Selected  Bank Managers  (60) 

1.  

 

 

 

 

 

 

 

 

    2. 

 

 

 

 

 

 

3. 

Commercial Banks 

i) State Bank of India 

ii) Punjab National Bank 

iii) Canara Bank 

iv) Punjab & Sind Bank 

v) State Bank of Patiala  

vi) Oriental Bank of Commerce 

 

          30 

Cooperative Banks 

i) DCCB Patiala  

ii) DCCB Fatehgarh Sahib 

iii) DCCB Sangrur 

iv) DCCB Amritsar 

v) DCCB Jalandhar 

 

           20 

Regional Rural Banks 

     i)   Malwa Gramin Bank 

 

        10 
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V. REVIEW OF LITERATURE: 

Bansal (2003) evaluated the performance of Commercial banks, Co-operatives and the Regional Rural banks in 

different states of India and across three major institutions. The period of study was three years from 1997-98 to 

1999-2000. The study found that SHG-bank linkage program in India rapidly expanded its outreach under the 

pioneering initiative of NABARD. 

Sekhon and Dhillon (2008)discussed the study which was conducted in Jalandhar district of Punjab.Study 

revealed that the middle aged rural women, majority of those who were illiterate or belonged to labour/daily 

wage earning families were able to increase their income levels. The study concluded that by organizing them in 

SHGs they could get employment opportunity to rural community especially landless families, small and 

marginal farmers by organizing them in self help groups. 

Kaur (2009) investigate the role of women members in the activities of self help groups, their role in the 

decision making process and the impact of SHGs on empowerment of women. The study was conducted in 

Morinda block of district Ropar, Punjab. The study concluded that the thrift and credit activities of the SHGs 

resulted in making women more self reliant.  

Bansal (2010) explored the impact of microfinance on poverty, employment and empowerment of women in 

rural areas of Punjab. The study found that the as the participation of clients increased in the economic activities 

it has also raised their level of employment. 

 Kaur (2010) analyzed the role of banks in promoting the micro finance in India. The study found that 

Commercial banks had maximum recovery of loans from SHGs, whereas Cooperative banks, regional rural 

banks have minimum recovery of loans. The study concluded that Model II played the dominating role with 

regard to SHGs bank linkage programme whereby the contribution of Model I and Model III was less. 

programme. 

Sandhu (2013) discussed the problems being faced by self help groups in Ludhiana and Amritsar districts. 

Study revealed that SHGs were formed for a variety of purposes and by a variety of people in Punjab. Study 

focused on SHGs formed by rural people with the objective of improving their livelihoods through collective 

savings and investments in income-generating activities. Study found that SHGs also faced various problems 

such as limited credit; non loan repayment by members, difficulty in formulation, high turnover of members and 

also the information regarding the new schemes and incentives by the government which reaches these groups 

slowly.  

Kotreshwar and Yadunandana (2014) examined the performance of banks for the development of Self Help 

Groups (SHGs).Study was undertaken in south district of Karnataka state. Study found that SHG bank linkage 

has proved as a milestone programme for banking as well as for rural people. The SBLP has contributed a lot 

towards the empowerment of rural women by creating the awareness of thrift, mutual confidence and self-

reliance.  

 

VI. SHG-BANK LINKAGE PROGRAMME 

 

           In 1976, Prof. Mohammed Yunus of Bangladesh formed women‟s group in Bangladesh and developed a scheme 

for thrift and savings for the poorest. For this purpose, Bangladesh Grameen Bank (BGB) came into existence. 
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With the success of Bangladesh model the concept of micro credit has gained momentum in India also. 

The main objective of the SHG-Bank Linkage Programme was to free rural people from the clutches of 

moneylenders.With keeping in mind the aim, NABARD introduced “SHG-Bank Linkage Programme” in 1992. 

SHG-BLP is a programme that helps in promoting financial transactions by the formal rural banking system in 

India. These financial services have been provided by Commercial banks, RRBs and Cooperative banks to the 

groups linked with them. SHGs are based upon some basic principles, i.e., group approach, mutual trust, spirit 

of thrift, lending on demand, security free loans for women, comfortable repayment, training, and 

empowerment. They usually start by making voluntary thrift on a regular basis and these pooled resources along 

with bank loan help them in providing purchasing power for investment or consumption activity. SHG-BLP 

programme went through the following phases: 

(i) Pilot testing during 1992 to 1995, 

(ii) Mainstreaming during 1996 to 1998, and 

(iii) Expansion from 1998 onwards.  

 The Self Help Group Bank Linkage Programme has completed 23 years of its existence as on 

31.03.2015; and it has done a long journey by crossing many milestones. It started from 500 SHGs of rural poor 

two decades ago and now has crossed 8 million groups (NABARD, 2015). 

 

VII. FINDINGS OF THE STUDY 

 

The main findings of the study on the basis of analysis have been presented below:- 

7.1 PROBLEMS AND CHALLENGES FACED BY BANK MANAGERS 

The managers were asked to register their opinion on various problems and challenges faced by banks while 

dealing with the SHGs. They responded in terms of „strongly disagree‟, „disagree‟, „neutral‟, „agree‟ and 

„strongly agree‟. These attributes were assigned weights in the respective order of 1, 2, 3, 4 and 5. The weighted 

mean scores were calculated for each banking group and compared with the help of Analysis of Variance 

(ANOVA). The results, so obtained, have been presented in Table 1.1 

Table 1.1 

Problems and Challenges Faced by Bank Managers with SHGs 

  Commercial 

Banks 

Cooperative 

Banks 

RRBs Overall 

Mean±SD Mean±SD Mean±SD Mean±SD 

1. Problems of illiteracy 3.74±0.89 3.76±0.88 3.72±0.87 3.75±0.72 

2. Lack of authorization among the 

group 

3.66±0.95 3.86±0.83 4.06±0.79 3.78±0.89 

3. Dependence on single SHG leader 3.83±0.97 3.80±0.86 3.55±0.98 3.79±0.62 

4. Non-repayment of loan by SHGs  3.84±0.91 3.94±0.73 3.78±0.86 3.88±0.62 

5. No accurate information given by 

SHGs 

3.66±0.99 3.65±0.91 3.93±0.83 3.68±0.65 
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6. Lack of regular monitoring by 

banks 

3.72±1.12 3.80±0.90 4.01±0.94 3.78±0.74 

7. Lack of Co-operation by SHGs by 

banks 

3.67±1.02 3.76±0.80 3.95±0.87 3.73±0.69 

8. Lack of Trust on SHGs 3.85±0.86 3.90±0.87 3.86±0.80 3.87±0.50 

9. Risk regarding loan defaulter 4.05±0.89 3.91±0.76 3.58±0.99 3.95±0.65 

10. Lack of awareness among SHGs 

regarding utilization of the bank 

facilities 

4.12±0.80 3.90±0.79 3.97±0.84 4.02±0.74 

11. Lack of awareness among SHGs 

regarding utilization of loan 

facilities 

3.74±0.92 3.90±0.81 4.47±2.14 3.87±0.96 

12. Risk perception regarding loan size 

and capacity of SHGs 

4.00±0.82 3.86±0.84 4.71±2.08 4.00±0.74 

13. Lack of powers with bank 

managers 

3.91±0.83 3.85±0.79 4.72±2.07 3.95±0.47 

14. Inadequacy of staff  3.69±0.91 3.72±0.79 4.36±1.99 3.76±0.36 

15. In case of defaulter SHGs, banks 

prefer to have compromises 

3.54±1.05 3.97±0.87 4.75±2.14 3.82±0.36 

 F-ratio 4.17* 2.48 5.14** 3.51* 

Source: Field Survey 

In case of Commercial banks, the bank managers have expressed highest level of agreement by 4.12 on „lack of 

awareness among SHGs regarding utilization of the bank facilities‟ followed by 4.05 level of agreement on „Risk 

regarding loan defaulter‟ and 4.00 level of agreement on „Risk perception regarding loan size and capacity of SHGs‟. 

 In case of Cooperative Banks, the highest level of agreement by 3.97 level of neutral was on „In case of default 

SHG‟s banks prefer to have compromises‟, followed by 3.94 level of neutral on „Non-repayment of loan by 

SHGs‟ and  3.91  level of neutral on „Risk regarding loan defaulter‟.  

In RRBs, the highest level of agreement of the order of 4.75 level of strongly agreement was on „In case of 

default SHG‟s banks prefer to have compromises‟, followed by 4.72 level of strongly agreement on „lack of 

powers with bank manager when dealing with SHG‟s‟ and 4.71 level of strongly agreement on „Risk perception 

regarding loan size and capacity of SHGs‟.  

The managers were asked to register their opinion on various problems and challenges faced by banks while dealing 

with the SHGs. They responded in terms of „strongly disagree‟, „disagree‟, „neutral‟, „agree‟ and „strongly agree‟. 

These attributes were assigned weights in the respective order of 1, 2, 3, 4 and 5. The weighted mean score were 

worked out to know the overall level of agreement and to compare various the mean extent of agreement on different 

problems and challenges with the help of Analysis of Variance (ANOVA). The results, so obtained, have been 

presented in Table 1.2. 

   The problems and challenges identified were as under: 
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Table 1.2 

S. No. Problems and Challenges 

P1 Problem of illiteracy is associated with SHGs. 

P2 There is lack of authorization among the group.  

P3 Banks are dependent only on single SHG leader. 

P4 Non-repayment of loan by SHGs. 

P5 No accurate information given by SHGs. 

P6 Lack of regular monitoring by banks. 

P7  Lack of Co-operation on SHGs side with banks.  

P8 Lack of Trust on SHGs. 

P9 There is a risk regarding loan defaulter. 

P10 There is lack of awareness among SHGs regarding utilization of bank facilities.  

P11 There is lack of awareness among SHGs regarding utilization of the loan facilities.  

P12 Risk perception regarding loan size and capacity of SHGs. 

P13 There is lack of powers with bank manager when dealing with SHGs. 

P14 Shortage of staff. 

P15 In case of default SHGs, banks prefer to have compromises. 

 

7.2 FACTORS ANALYSIS OF PROBLEMS AND CHALLENGES FACED BY BANK 

MANAGERS 

With the 15 problems and challenges statements, factor analysis is used to reduce the problem statements and 

place them under particular dimension to make it more meaningful. The responses of 60 Managers to 15 

problem statements have been subjected to factor analysis and following results can be tabulated in Table 1.3. 

Table 1.3 KMO and Bartlett’s Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.511 

Bartlett‟s Test of Sphericity 

Approx. Chi-Square 232.05** 

Df 105 

Significance .000 

 

Table 1.3 shows the overall Kaiser-Meyer-Olkin measure of Sampling Adequacy was found to be 0.511 and 

Bartlett‟s Test of Sphericity was also significant (Approx. chi-square=232.05,df=105, significance =.000) 

indicating the suitability of data for factor analysis. Thus, all of these examinations reveal that data was fit for 

factor analysis. 

Table 1.4 displays, the results of Principal component analysis with varimax rotation, showing thereby 

the statements‟ loading on each of their factors, their communalities, the factor labeling, their Eigen values and  

 

 

Table 1.4 Factor Analysis with Varimax Rotation 
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Problems Factor 1 Factor 2 Factor 3 Factor 4 Communalities 

Problems of illiteracy 0.584 0.199 0.421 0.21 0.75 

Lack of authorization among the 

group 

-0.03 0.121 0.619 0.324 0.57 

Banks are dependent only on single 

SHG leader 

0.542 0.022 0.251 0.334 0.85 

Non-repayment of loan by SHGs  -0.017 0.798 -0.137 0.175 0.75 

No accurate information given by 

SHGs 

0.653 0.322 0.159 0.105 0.78 

Lack of regular monitoring by banks -0.007 0.248 0.607 0.152 0.70 

Lack of Co-operation in SHGs by 

banks 

0.813 0.018 0.002 0.204 0.76 

Lack of Trust on SHGs 0.447 0.601 0.148 0.051 0.75 

Risk regarding loan defaulters. 0.796 0.165 -0.013 -0.301 0.76 

Lack of awareness among SHGs 

regarding bank facilities 

0.501 0.241 0.307 0.134 0.79 

Lack of awareness among SHGs 

regarding utilization of loan facilities 

0.702 0.399 0.189 0.117 0.57 

Risk perception regarding loan size 

and capacity of SHGs 

0.257 0.192 -0.079 0.549 0.64 

Lack of powers with bank managers 0.318 0.305 0.547 0.285 0.69 

No action can taken by Bank for 

SHGs defaulters 

0.445 0.546 0.148 0.085 0.57 

Shortage of staff 0.395 0.657 0.138 -0.044 0.68 

Eigen Value 4.56 3.17 2.73 2.19  

Variance (%) 23.72 18.41 15.41 11.95 

Cumulative Variance (%) 23.72 42.13 57.54 69.49 

Source: Field Survey 

the percentage of variance explained by each factor. The summarized dimension wise list of problems was given 

below. 

 

 

 

 

 

 

Table 1.5 Factors emerged out of 15 problems 
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Factor 

Number 

Name of 

Factor 

Problem 

No. 

Problem Statement 

Factor 1 
Illiteracy/ 

Unaware-ness 

P1 Problem of illiteracy is associated with SHGs. 

P3 Banks are dependent only on single SHG leader. 

P5 No accurate information given by SHGs. 

P10 
Lack of awareness among SHGs regarding 

utilization of bank facilities. 

P11 
Lack of awareness among SHGs regarding 

utilization of the loan facilities. 

Factor 2 
Economic 

Problems 

P4 Non-repayment of loan by SHGs. 

P7 Lack of Co-operation on SHGs side with banks. 

P8 Lack of Trust on SHGs. 

Factor 3 
Lack of 

Authority 

P2 Lack of authorization among the group. 

P6 Lack of regular monitoring by banks. 

P13 
Lack of powers with bank manager when dealing 

with SHGs 

P14 Inadequacy of staff. 

Factor 4 Risk Factors 

P9 Risk regarding loan defaulter. 

P12 
Risk perception regarding loan size and capacity of 

SHGs. 

P15 
In case of default SHG‟s banks prefer to have 

compromises. 

 

 The factor analysis has focused on following four contents to investigate problems and challenges 

before managers while dealing with the SHGs: 

1. Illiteracy/ Unawareness: There was illiteracy/non-awareness among members of SHGs regarding lack of 

rules and regulations, accurate information record, lack of Co-operation with banks, lack of awareness 

among SHGs members about bank facilities, and loan facilities. These are the main problems which are 

being faced by the bank managers while dealing with the SHGs.  

2. Economic Problems: There were many economic problems being faced by bank managers while dealing with 

the SHGs. These problems includes non-repayment of loan by SHGs, lack of trusts on SHGs because the 

managers feel insecure while sanctioning loan to the SHGs due to heavy loan outstanding against SHGs. These 

problems cause non-sanctioning of loan, disbursement of inadequate loan amount and delay in the disbursement 

of loan amount to the SHGs.  

3.  Lack of Authority: This problem affects the SHGs by two sides. There was a lack of authority among 
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SHGs which could make decisions on functioning of the SHGs. Similarly, there was lack of powers with 

bank managers to deal independently with the SHGs. Inadequacy of staff also effects the proper function of 

SHG-BLP. Moreover, in the absence of authority among SHGs, the SHGs were monitored by the banks. 

This also hinders the participative democratic functioning of the groups. 

4. Risk factors: The bank managers faced the challenge of risk regarding defaulters of loans, risk perception 

regarding loan size and capacity of SHGs, no action taken against defaulters by the bank authorities. 

However banks have to prefer to make compromises with the defaulters. It reflects that banks have to only 

sacrifices in case of defaulter SHGs it happens only because of collateral free securities. 

 

VIII. RESULTS AND SUGGESTIONS OF THE STUDY: 

 

In case of Commercial banks, the bank managers have expressed highest level of agreement by 4.12 on „lack of 

awareness among SHGs regarding utilization of the bank facilities‟ followed by 4.05 level of agreement on 

„Risk regarding loan defaulter‟ and 4.00 level of agreement on „Risk perception regarding loan size and capacity 

of SHGs‟. In case of Cooperative Banks, the highest level of agreement by 3.97 level of neutral was on „In case 

of default SHG‟s banks prefer to have compromises‟, followed by 3.94 level of neutral on „Non-repayment of 

loan by SHGs‟ and  3.91  level of neutral on „Risk regarding loan defaulter‟. In RRBs, the highest level of 

agreement of the order of 4.75 level of strongly agreement was on „In case of default SHG‟s banks prefer to 

have compromises‟, followed by 4.72 level of strongly agreement on „lack of powers with bank manager when 

dealing with SHG‟s‟ and 4.71 level of strongly agreement on „Risk perception regarding loan size and capacity 

of SHGs‟.  

 More supportive and patronizing attitude on the part of bankers is highly essential for the groups to make 

SHG BLP more successful as it was found that bank officials do not frequently visit the groups or provide 

adequate training to groups hence it is suggested that bankers should get more involved with groups by 

making frequent visits, interacting with group leaders and members providing them adequate training. 

Further banks should develop system for monitoring the functioning of groups, checking the group registers 

and accounts periodically so that groups can perform better and programme can be made more effective. 

 Shortage of staff assigned for SHG banking is also one of the main problem identified by bank officials. 

Mostly the bank personnel have to handle both normal banking and SHG banking activities including 

formation and gradation of groups. Bank officers suggested that a separate cell should be established for 

SHG banking so as to enable them to carry out lending activities more efficiently. 

 Bank officials suggested that qualified practitioners can be employed by banks, so that pressure on existing 

staff can be reduced and specialized persons can put their best in SHG Banking otherwise more training 

programme should be arranged for bank managers.  

 Though banks have designed various products for SHGs but during the past few years there has been a little 

innovation on the part of banks for designing new products for the groups. So it is suggested that banks 

should come up with new appropriate products that can meet the diverse need of poor people. Besides 

creating products emphasis should also be made on creating awareness about these products among masses. 
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