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Abstract 

Self help group sector’s contribution in poverty alleviation in India is well established and 

acknowledged by national and international experts of microfinance. Despite its growth there is 

huge regional variation in growth of SHG sector in India. Shrinking SHG sector and declining 

credit flow to deprived population of Malwa region of Madhya Pradesh (MP) is a cause of grave 

concern. And the involvement of Self Help Promoting Institutions (SHPI) in providing assistance 

since formation of SHG to establishment of business activity of SHG is paramount. But SHPIs’ 

modest performance raises many questions and the purpose of this study is to investigate the 

issues affecting the performance of SHPI of Malwa region of MP. In this research study we used 

qualitative research method to identify the issues with the help of structured questionnaire and 

conducted the focus group discussion with employees of SHPI. The key findings are that there 

are various issues like retention of employees, lack of training to employees, SHG federation are 

unable to register themselves as MACS, unable to arrest the multiple borrowings of their clients 

especially in Indore and Ujjain. For policy framing it is vital to make provision of substantial 

investment in training and up gradation of SHPI, is reveal in the research. Scope of further study 

is to explore the extension of services of SHPI in penetration of microfinance in Malwa region. 

Keywords: SHPI, Training, Capacity building, Microfinance, SHG,  

I. Introduction 

Significant research recognized Microfinance as one of the important interventions for poverty 

alleviation. Robinson (2001, p.55-56) defines micro finance as “Micro finance refers to small-

scale financial services for both credits and deposits- that are provided to people who farm or 

fish or herd; operate small or micro enterprises where goods are produced, recycled, repaired or 

traded; provide services; work for wages or commissions; gain income from renting out small 

amount of land, vehicles, draft animals or machinery and tools; and to other individuals and local 

groups in developing countries in both rural and urban areas”.  

Micro finance programme run by all type of funding institutions reduce the constraints of access 

to finance. Microfinance services are provided by Main stream Financial Institutions & 

Alternative Financial Institutions. Main stream Financial Institutions are Commercial Banks, 

Regional Rural Banks (RRB), Small Finance Banks (SFB) and Cooperative Banks etc & 
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Alternative Financial Institutions are of generally NGO MFI and NBFC MFI and are of varied 

legal forms namely registered as society, multi state cooperative society, Mutually Aided 

Cooperative Societies Act (MACS), Trust, section 8 company as per companies act 2013 or any 

other act. Microfinance services are provided through various delivery mechanisms or lending 

model they are SHG-bank linkage programme, Joint liability group lending model, Grameen 

model, individual lending model etc. But the most accepted and well-known lending model is 

SHG-bank linkage programme. It is our country’s innovation and in India it is first implemented 

by Nabard in 1992. 

Since then SHG-bank linkage programme is doing well in spreading microfinance services in 

depth and breadth both and due to that microfinance poverty penetration has increased many 

fold. 

The Reserve Bank of India’s (RBI) reports and circulars with regard to micro finance activities 

showed that the SHG-bank linkage programme and Micro finance Institutions such as NBFC, 

NGOs among others have emerged as important sources of micro finance delivery in India. 

Incentives have been provided for penetration of banking into unbanked areas and encouraging 

MFIs as intermediaries. Self help group model, become very successful in India as depicted by 

numbers, total SHG in India is 8.5 million and coverage in households is ten crore households 

(Source :NABARD, 2017-18). And it is well identified that with micro credit, the training and 

capacity building are equally important for chronically poor population. As indicated by 

(Richardson, 2000) in their research that with micro loans, training must be compulsory 

condition. And that’s why Government introduced Self Help Group Promoting Institutions 

(SHPI) –they are such institutions which promote SHG and they are for providing assistance in 

motivation, coordination, formation; credit linkage of SHG, ensuring loan repayment, 

establishment of micro enterprises and expansion of their business. In beginning only NGO 

registered as society or trust were made SHPI, later on RRB; DCCB; Farmer Clubs (FC); 

Primary Agricultural cooperative society (PACS); SHG Federations, Individual Rural Volunteers 

(IRVs) were also designated status of SHPI for better outreach of microfinance programmes. 

These diversified institutions were provided grant support for conducting training session for 

micro enterprise development; livelihood and enterprise development programme and other 

sessions. This is advocated by (Khandker, 1998) in his research as well that if reason of poverty 

is minimal income or productivity, then microfinance services with training is very effective in 

poverty alleviation. 

The services extended by SHPI, have increasingly enabled poor entrepreneurs to improve their 

source of revenue and reduce their economic vulnerability over the years. It was accepted by 

government machinery that there is need of extra effort for the promotion of livelihood. Since 

many years Nabard is providing grants and training support to SHPI for providing financial 

services with capacity building, in which more emphasis is on empowerment of deprived 

population and improving their living standard. But state wise high variability is there in training 

and capacity building of SHG and members of JLG as well as other programmes conducted by 

SHPI. SHPI organizes various MEDP, LEDP and other programmes with assistance of Nabard 
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for strengthening of SHG sector. In MP only 330 Micro Enterprise development programme 

(MEDP) was organized in 2016-17 and participants were 6243 only which is quite low in 

comparison of other states like Maharashtra where 3919 MEDP was organized. Though MP & 

Maharashtra are among the priority states declared by Nabard due to high rate of poverty. In case 

of Livelihood & Enterprise development programme (LEDP) in MP 210 LEDP was organized 

(Source: Nabard, 2016-17). Similarly as indicated by the microfinance penetration index the 

score of MP is at 0.38, Andhra Pradesh at 3.64 and Tamilnadu at 2.27 and if we refer 

microfinance poverty penetration index the score of MP is at 0.27, Andhra Pradesh at 6.35 and 

Tamilnadu at 2.77 which shows the modest performance of microfinance. The growth rate of 

SHG bank linkage programme in MP is 57 percent, in Maharashtra it is 217 percent and overall 

growth rate of India is 80 percent which is quiet higher than MP. Whereas the growth rate of 

clients and loans of MFIs (Alternative financial institutions) in Assam it is 126 percent and 182 

percent, in Bihar it is 87 percent and 102 percent and in MP it is 82 percent and 82 percent 

respectively, these trends raise the concern and serious attempts are required for transition of 

microfinance sector of MP. 

Additionally issues of Microfinance sector of MP are rate of NPA, which is extremely high and 

retarded the growth of microfinance and had negative impact on credit flow. Beside this there is 

excessive dropout rate of SHG members, defunct SHG, exit of many MFIs and not a single main 

stream financial institutions achieved the target of priority lending (Source: Nabard, 2016-17). 

Since SHPI play distinguished role in microfinance sector and here microfinance sector is slow 

down, raises many questions and gave stimulus to us to identify the issues of SHPI. 

Background of the Study: This research study is based in Malwa region of Madhya Pradesh. It 

has nine districts that is Indore; Dewas; Dhar; Neemuch; Mandsaur; Ujjain; Barwani; Ratlam; 

Shajapur is divided in 2013 and Agar Malwa is created as new district. Out of these districts 

Dhar and Barwani has extreme poverty rate and remaining districts also have high rate of 

poverty and all districts have high rate of working population, higher than national average. And 

maximum population is employed in agriculture sector which is monsoon based and now it is the 

need of hour that working population should shift from agriculture sector to industry sector. 

Malwa agro climatic zone with high poverty estimates, need robust microfinance sector for its 

poor people who are resource-poor, but who are able to undertake economic activities and if 

financial services with training and capacity building is provided then they can start income 

generating activities and eventually they will come out of poverty. With this reason it is vital to 

study the issues of SHPI of Malwa region, which are impediment in quality of microfinance 

sector. 

 The order of the paper is as follows. In Section II we discuss the literature review in which we 

discuss the group lending model, SHPI, training and capacity building etc. Section III consist of 

research methodology and objective of the study. Section IV we highlighted the key findings i.e. 

the diverse issues affecting the performance of SHPI which are impediment in quality of 
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microfinance sector of Malwa region Section V contains concluding remark of key observation 

and last Section VI is reference section. 

 

II. Literature Review 

“No one today is unaware of the divide between the World’s rich and poor. No one today can 

claim ignorance of the cost that this divide imposes on the poor and the dispossessed who are no 

less deserving of human dignity, fundamental freedom, security, food and education than any of 

us. The cost, however, is not borne by them alone. Ultimately, it is borne by all of us-North and 

South, rich and poor, men and women of all races and religions.” (Kofi Annan, UN Secretary 

General, UN, 2001) 

Deprived population wish for access of financial services for taking advantages of money 

making opportunities, build assets, and to have sustainable livelihood. But they are not in 

situation to provide sufficient collateral to avail loan facility. Stiglitz (1990) stressed that formal 

bank are hesitant to provide loans to poor people due to lack of information which leads to 

wrong selection, moral hazards and strategic default beside that they are not in situation to 

provide collateral for loans. Commercial banks are not having complete information about poor 

borrowers and they are unable to offer collateral against loans to banks (Morduch & Armendariz, 

2005) and due to these issues, has given birth of microfinance services for poor and vulnerable 

population and an innovative lending model was introduced that is group lending model, in 

which financial services are provided to group without any collateral, at reasonable price and 

condition is that every member is responsible for others and this create a peer pressure and peer 

monitoring. It serves twin objectives the deprived population able to get credit and funding 

institution’s money remains safe. In India the Self help group lending model is the country own 

innovation and has coverage of ten million households. 

Microfinance is effective in poverty eradication, as advocated by (Usman &Adam, 2017) in their 

empirical research conducted at Nigeria that out of total 300 respondent, there were 233 were 

entrepreneurs and out of total sample respondent 86% were able to elevate out of poverty by 

engaging in some income generating activities. But impact of microfinance services is different 

on entrepreneurial poor and non entrepreneurial poor. Entrepreneurial poor, due to their 

enterprising nature use credit for income generating activities by themselves and only require 

microfinance services and other support, whereas non entrepreneurial poor are unable to use 

credit in income generation and this is confirm in findings of (Garson, 1996) that many chronic 

poor (not all) are not capable to start any income generating activities and unable to use their 

credit. Though there is not a definite substantiation, that there is any direct relationship between 

the magnitude of poverty and the skills and readiness to lead a micro business. Similar viewpoint 

stated by (Hulme and Mosley, 1996) that issuing micro credit to chronic poor for money 

generation activities is not very effective in poverty alleviation. Beside credit deprived people 

requires assistance in capacity building and training also. This was indicated by the study of 

(Adams & Von Pischke, 1992) only debt is not that effective in micro enterprise development. 
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Diverse types of training are vital means for poverty mitigation (Robinson, 2001). And when 

microfinance services club with training, it assist its clients to increase their income (Marcus, 

Porter & Caroline, 1999). The sound assertion by (Richardson, 2000) that training must be 

compulsory with micro credit. Nabard initiated Non Government Organisation for promotion, 

training, capacity building and linking groups with banks, are commonly known as Self Help 

Promoting Institutions (SHPI) and they were either society or trust. The SHPI contribute in 

fostering quality SHGs and play vital role in growth of microfinance sector. Soon after Nabard 

designate RRB, Cooperative Banks, DCCB, PACs, FC, SHG Federations and IRVs as SHPI and 

provided grant for training and capacity building. The role of SHPI has to increase through 

skilling of microfinance clients, the establishment of micro enterprises to leapfrog economic 

development. It is vital to select suitable business opportunity, provide required training 

including technical to SHG for setting up of micro enterprise (Paramanandan & Packirisamy, 

2013). But performance of SHPI is different in different regions, as stated by (Harper, 2002) that 

the excellence of SHPI is based on the institution and its employees irrespective of its types.  

Beside the performance of SHPI it is equally important that SHPI should be financial 

sustainable. The key concern in financial viability of SHG federation is there is lack of savings 

and suitable legal framework (Srinivasan, 2012). (Salomo et.al 2010) state that few factors 

contribute in sustainability of SHG federation are, governance, outreach, financial grants, less 

reliance on external advisory etc. and then it will have competency to face all type of 

environmental threats.  

It is not possible to compare the findings with related research work as there is lack of literature 

on issues of SHPI of any particular region.  

III. Research Methodology: 

The key objective of the study is to investigate the issues affecting the performance of SHPI. In 

this research study we used qualitative research method. Common questionnaire used for 

discussion with head and employees of SHPI, which are forming groups and linking them with 

banks. Questionnaire contains only open ended questions which elicit information on difficulties 

in forming, grooming and linking of groups with banks, operational, legal difficulties etc.  

Data collection from SHPI: Questionnaire for SHPI was prepared after discussion with various 

NGO officials and some open ended questions incorporated to have focus group discussion. The 

information collected were details of SHPI, branch head, issues related to capital procurement, 

technology issues, infrastructure, training issues of staff, legislation and regulation, staff 

turnover, operational difficulties and support of banks. The SHPI operating in the region are 

working as NGO society, RRB, DCCB and trust. Only those SHPI were selected for the study 

which are having minimum five years experience. And the information was collected from five 

SHPI of the region. A variety of sources were used to collect secondary data from reports of 

Nabard, RBI, Directorate of Institutional finance of MP, head offices of RRB, DCCB, PACs, 

NGO-MFI, NBFC-MFI and  journals and many more. 
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Objective of the study:  

 Investigation of the issues affecting the performance of Self Help Group Promoting 

Institutions of Malwa region of MP. 

IV. Finding & Discussion 

With globalization and liberalization of the economy, opportunities for the unskilled and the 

illiterate are not increasing fast enough, as compared to the rest of the economy. This is leading 

to a lopsided growth in the economy thus increasing the gap between the haves and haves not. 

And these problems can be resolved by SHPI which act as facilitators, they motivate deprived 

population to form groups and nurture them through suitable training and capacity building and 

these groups are credit linked with banks and provide assistance in setting up of micro enterprise. 

While SHPI’s significant role in poverty mitigation, it is crucial that SHPI must function well.  

The key objective of the study is to investigate the issues affecting the performance of Self Help 

Group Promoting Institutions in Malwa region. 

Data is collected from five SHPIs of Malwa Region after focus group discussion with head and 

employees of SHPI. And present status of Grant released to different type of SHPI for training 

and capacity building of SHG members are as follows: 

 

Table I :  State wise Grant support sanctioned &released to NGOs as SHPI as on 31
st
 March, 2017 

(In Lakh) 

Name 

of state 

No. of 

Beneficiary 

NGO 

No. of 

proposals 

No. of 

SHG to be 

promoted/

credit 

linked 

Grant 

Sanctioned 

Grant 

released 

No. of 

SHG 

promoted 

No. of 

SHG 

of 

saving 

linked 

No. of 

SHG 

of 

credit 

linked 

MP 129 147 38430 2426.07 772.59 21638 19563 9532 

UP 755 971 161090 9480.17 3633.74 139034 134459 64641 

Source: Nabard, 2016-17 

Madhya Pradesh with high poverty rate is among the resource poor states which are given 

priority status by Nabard. And due to this, diverse microfinance programmes are initiated by 

government and private sector in MP. However the growth of microfinance is still lagging 

behind though it is also a beneficiary of large donor driven project like NRLM. If we see the data 

depicted in above table, it is clear that grant released in MP is very low in comparison of UP. 

Though UP is also a priority state and the number of proposal submitted were quiet high in 

comparison of MP, which show that thrust is required especially in NGO-SHPI sector in MP. 

NGO-SHPIs are unable to perform properly due to lack of professional staff.  
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Table II :  State wise Grant support sanctioned &released to RRB as SHPI as on 31
st
 March, 2017 

(In Lakh) 

Name 

of state 

No. of 

Beneficiary 

RRB 

No. of 

proposals 

No. of 

SHG to be 

promoted/

credit 

linked 

Grant 

Sanctioned 

Grant 

released 

No. of 

SHG 

promoted 

No. of 

SHG 

of 

saving 

linked 

No. of 

SHG 

of 

credit 

linked 

MP 03 04 5348 160.68 69.93 3330 3330 925 

UP 08 20 12720 304.12 63.48 6928 6928 2109 

Source: Nabard, 2016-17 

In MP there are three Regional Rural banks (RRB) are operating and SHG credit linked by them 

is just 925, which is quite low if we see the poverty estimates which are very high.  And out of 

all RRB two of them namely Narmada Jhabua Grameen bank & Central Madhya Pradesh 

Grameen Bank are co-opt as SHPI in Malwa region. But performance of RRB in Malwa region 

as SHPI is very modest which is exhibited by data of SHG credit linked in MP it is 925 and 

while in UP it is 2109, beside that data of Non Performing assets (NPA) reveal the current status 

of SHG programme. The tolerable limit of NPA is just 5% whereas in Narmada Jhabua Grameen 

bank & Central Madhya Pradesh Grameen Bank has NPA of 16.48% and 37.70% respectively in 

case of Microfinance programme of SHG which is exceptionally high, and not a single RRB 

achieve the target of priority lending (Source: Nabard, 2017-18)  shows the appalling condition 

of microfinance programme. 

 

Case Box 01: Lack of Professional Assistance in Identification of Suitable Business 

Opportunity  

Puja Mahila Swayam Sahayata Samooh (SHG) of Indore district started, with 15 

members with the help of Samdhan NGO and credit linked and got financial support 

from Bank of India. First revolving fund was provided and afterwards Rs. 25000/- was 

provided to each member of SHG. The group started various businesses like soap 

making, washing powder, embroidery and stitching readymade clothes etc. but in 

absence of identifying suitable business opportunity and proper marketing network SHG 

is unable to establish their business. Though intentions were good and honestly they put 

efforts but fail in setting up of successful micro enterprise. Key issue is absence of 

professional knowledge with NGO SHPI and it is incapable to mentor SHG in setting up 

of microenterprise. These SHPI need trained staff to resolve the problems of SHG. 
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Table III:  State wise Grant support sanctioned & released to Cooperative Bank as SHPI as on 31
st
 

Mar, 2017 

(In Lakh) 

Name 

of state 

No. of 

Beneficiary 

Cooperative 

bank 

No. of 

proposals 

No. of 

SHG to be 

promoted/

credit 

linked 

Grant 

Sanctioned 

Grant 

released 

No. of 

SHG 

promoted 

No. of 

SHG 

of 

saving 

linked 

No. of 

SHG 

of 

credit 

linked 

MP 03 03 1950 57.20 7.95 1000 1000 850 

UP 10 10 3550 76.00 11.68 2133 2133 923 

Source: Nabard, 2016-17 

Every district of MP has district central cooperative bank (DCCB), beside that many other 

cooperative banks are also operating, out of that only three proposals were submitted and 850 

SHG was credit linked whereas UP performance is quiet better in comparison of MP. As per the 

(Source: Nabard, 2016-17) in Malwa Region data supplied by three DCCB and NPA of Indore 

premier cooperative Bank and DCCB Ratlam is 100% respectively and NPA of DCCB Shajapur 

is above 68% and any DCCB in all districts of Malwa region not able to attain the goal of 

priority lending decided by Government. 

Table IV :  State wise Grant support sanctioned & released to PACS as SHPI as on 31
st
 Mar, 2017 

(In Lakh) 

Name 

of state 

No. of 

Beneficiary 

PACs 

No. of 

proposals 

No. of 

SHG to be 

promoted/

credit 

linked 

Grant 

Sanctioned 

Grant 

released 

No. of 

SHG 

promoted 

No. of 

SHG 

of 

saving 

linked 

No. of 

SHG 

of 

credit 

linked 

MP 01 O1 50 2.50 0.03 20 20 05 

WB 25 25 1625 49.41 16.24 930 930 506 

Source: Nabard, 2016-17 

The condition and performance of PACS is dismal in MP, as data depicts that only 05 SHG was 

credit linked where the performance of West Bengal is far better than MP, there 506 SHG were 

credit linked show the mediocre performance of microfinance sector in MP. And PACS is 

performing in only 17 districts of MP and not a single PACS is supporting SHG sector in Malwa 

region. In Malwa region two districts namely Barwani and Dhar is among the poor districts 

declared by Nabard but no support is provided to PACS so that they can become SHPI. 

Table V  :  State wise Grant support sanctioned & released to MFI as SHPI as on 31
st
 Mar, 2017 

(In Lakh) 

Name 

of state 

No. of 

Beneficiary 

NGO-MFIs 

No. of 

proposals 

No. of 

SHG to be 

promoted/

credit 

linked 

Grant 

Sanctioned 

Grant 

released 

No. of 

SHG 

promoted 

No. of 

SHG 

of 

saving 

linked 

No. of 

SHG 

of 

credit 

linked 

MP 01 01 800 40 04 00 00 00 

UP 01 01 2000 100 00 00 00 00 

Source: Nabard, 2016-17 
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As data depicts in above table only Rs. 4 lakh was released as grant to NGO MFI designated as 

SHPI in MP. Beside this in MP, no grants were released to Individual Rural Volunteers, Farmer 

clubs and SHG federation appointed as SHPI whereas performance of UP is best. In UP 102 

Farmer clubs, received funding and benefitted and three SHG federations received funding. From 

above explanation that microfinance sector and SHPI performance is inadequate in Malwa 

region. In Malwa region there is a dire need to find fresh positive approaches to development 

that emphasize the potential strengths of a region and its people. Rural households have manifold 

needs related investment, productive opportunities, seasonal cash flow managing, livelihood 

cycle planning, risk coping etc. this wide array of needs in turn calls for a wide range of services: 

credit, savings, money transfers and insurance. Alone or combined, finance services are expected 

to contribute to rural development and poverty reduction. These services can be provided by 

SHPI, but it is vital that their issues should be addressed, so that they can perform with full 

thrust. 

Key findings: Diverse issues affecting the performance of SHPI in Malwa region are as 

follows:  

 Technology usages in SHPI is quiet low, most of SHPI either have lacks of awareness or due 

to high cost of software. They are not using software to arrest multiple borrowing. 

Procurement of funds is quiet complicated due to lack of credible documentation and high 

cost of funds raise cost of fostering groups. 

 There is no common forum of SHPIs in Malwa region, to address their demands to 

government. 

 In Malwa region the rural population is not having awareness of microfinance programme 

and counselling them consumes more time, effort and energy, it is biggest challenge 

confronted by SHPI. 

 There is reasonable connectivity to rural areas but due to bad condition of roads and absence 

of internal transportation in villages make it difficult for SHPI employees to perform their 

work. 

  Training cost of staff is very high due to that most of SHPI unable to afford training cost and 

their employees are deficient in requisite skills and knowledge. 

 Maintaining good repayment rate of loans of its members is tricky task for SHPI and 

additional challenge is frauds by members of groups. 

 MACS legislation is passed and implemented in Madhya Pradesh but maximum SHG 

federations had complained that it is difficult to register their federation under this law. Due 

to this problem they have to register as society and it is not a suitable form to handle huge 

member base and large finances. Another problem is getting approval for expansion of 

microfinance programme in Malwa region. 

 Lack of professional management is a serious issue in performance of SHPI. 

 Women member of SHG unable to interlink their self development with family and always 

take credit for their family members instead of themselves.  
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 Most of SHPI struggling with retention of their employees.  

 In Malwa region Banks are wary to open account of SHG due to high rate of NPA in SHG 

programme and Know Your Customer (KYC) norms which require proper identity proof of 

all members of group and ultimately it become hard for SHPI to credit linkage of SHGs. 

 Lack of commitment and firmness in management of SHPI. 

 SHPI are unable to develop market- linkage for the products of SHGs, due to that micro 

enterprise become unviable to continue.  

 In absence of research to identify the profitable business opportunity in Malwa region, the 

SHPI are unable to provide consultancy in business opportunity identification. 

 

V. Conclusion 

 

 In Malwa region the quality of SHGs are questionable, if we see the default rate of SHGs, which 

is around 40 percent cumulative in mainstream banks, shows the poor recovery rate (Source: 

Nabard, 2016-17). Here the role of Self Help Promoting Institutions is crucial. It is necessity to 

give attention on qualitative aspects of SHG formation and it is possible through strengthening of 

SHPI by addressing their issues. There are various issues like retention of employees, lack of 

training to employees, SHG federation are unable to register themselves as MACS, unable to 

arrest the multiple borrowings of their clients especially in Indore and Ujjain. And the most 

important is lack of professionalism; suitable management and governance are to be addressed. 

Furthermore for policy framing it is vital to make provision of substantial investment in training 

and up gradation of SHPI, is reveal in the research. Scope of further study is to explore the 

extension of services of SHPI in penetration of microfinance in Malwa region. 
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