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ABSTRACT 

This article analyses the problems and constraints faced by the matured n SHG members in Vellore district in 

Tamil Nadu. The researcher collected responses from 450 women respondents from two blocks in Vellore district 

in Tamil Nadu and the study concludes that rotation of leaders, lack of cooperation and family member criticism 

are the major problems experiences by the matured SHGs which will be a lesson to the newly formed SHGs. 

Discriminant analysis was used in analysing the data collected from the women respondents. The study will be 

helpful to the Self Help Promoting Institutions (SHPI) rural development practitioners and NGOs to ensure that 

these problems do not recur or and in evolving an efficient mechanism to handle the issues. 

Keywords : Self Help Groups-Micro finance-income generating activities-Criticism-
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MODEL OF MATURITY (MOM) : What the new 
SHGs of India should learn from matured SHGs? 

INTRODUCTION 

The governments - both federal and in a number of 

states - have been encouraged with the success of 

the SHG and micro- f inance as a strategic asset 

o r i e n t e d a p p r o a c h a n d e x t e n d its s c o p e and 

investments . For any st rategic approach to be 

sus ta inab le , it is a lways pro f i tab le to t rack the 

def ic iencies-constraints and prob lems faced on the 

way and cause correct ions; they may be at policy 

level and dur ing imp lementa t ion . The SHG and 

micro-f inance approach is no except ion. 

The researchers found quite a few issues associated 

w i t h t he c o m m e n c e m e n t , c o n t i n u a t i o n a n d 

sustainabil i ty aspects of SHG act iv i ty When any 

SHG starts any income generat ing activity, some of 

the p rob lems that sur face, genera l l y speak ing , 

nclude, among others, t iming [when to start], location 

[where to start the activity], source of raw materials 

[logistics], reaching market [how to sell the products], 

source of f inance, and, many times, non cooperat ion 

of other non SHG neighbourhood members would 

come to surface. Even family members may not like 

w o m e n going out frequently for group activit ies or 

taking up new occupation [other than the one followed 

by the family men]; they may somet imes crit icize 

and may not extend necessary support to the women. 

Sometimes those who are not connected to the group 

or family may create problems. 

The mature Self Help Groups (SHGs) or the SHGs 

which are relatively older might have faced more 

p rob lems and ga ined exper iences f rom var ious 

situations. So, a study on these groups might help 

the recently formed groups by providing insights for 

p r o b l e m hand l i ng , e l im ina t i ng or r educ ing the 

problems in funct ional or non funct ional forms and 

other constraints 
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2. REVIEW OF LITERATURE 

Many studies indicated the problems and constraints 

of micro f inance through SHG. The recent studies on 

microf inance highlights some issues like the lack 

of access to formal credi t (Wenner and Chalmers 

2001), lack of funds, del inquency in repayment and 

political intervention in the identif ication of activities 

(Rahman 2002),polit ical interference in the selection 

of the beneficiaries, lack of timely and adequate credit 

and lack of women or iented schemes (Vadivoo and 

Sekar 2004), Lack of clear information and guidance 

and low suppor t f r om the fami l y (Van i tha and 

Kr ishnamurthy 2004) , inadequate capital, delay in 

sanctioning of loan and inadequate understanding of 

market and market condit ions ( Ramanunny 2005), 

lack of or ientat ion and initiative of bank staff to the 

concept and the needs of Self Help Groups(Rao 

2005), loans to members not based on purpose of 

loans, i r regular g roup meet ings , lack of proper 

m a i n t e n a n c e of b o o k k e e p i n g ( C h a i m 2 0 0 6 ) , 

restrictive government procedure (Bhuvaneswaran 

2006),lack of training (Lalitha 2007;Swain 2009), low 

returns and overemphas is on repayment (Ahmad 

2006) , inadequate loans and long wait ing period to 

get loans (Ghate2007) , lack of coopera t ion and 

understanding among members , conflict between 

leaders and members based on caste and locality 

(Kumari and Malathi 2009), lack of capital and labour 

(Kal lur2009), 

3. STATEMENT OF THE PROBLEM 

The above brief review of literature has shown some 

of the problems and constraints in microfinance. There 

was no study was conducted in Vellore district about 

the problems relating to micro f inance among rural 

women. Though many studies were conducted in vari-

ous districts of Tamil Nadu, no study was conducted 

in Vellore district to explore the problems and con-

straints of SHG micro-finance. f\/loreover, Vellore dis-

trict in Tamil Nadu is one of the important districts, 

the researcher has chosen Vellore district for the 

current study. With these issues, the main focus of 

this study is to the problems in micro f inance in 

Vellore district. Wi th this background a study was 

conducted in Vellore district of Tamil Nadu( lndia) 

focussing on SHGs formed in the last ten years. 

with 450 women members of S H G s in two blocks. 

SHGs formed in and before 2005 and before were 

grouped in group I (N=178) and the groups which 

formed after 2005, i.e. dur ing 2006 and 2007 were 

classif ied in group II (N=272). 

4. OBJECTIVES OF THE STUDY 

The present study is under taken with the fo l lowing 

specific objective; 

• To identify the prob lems in micro f inance 

through SHGs in Vellore district. 

5. METHODOLOGY 

The present study is a descr ip t ive one and the 

required pr imary data were col lected by using a 

structured questionnaire designed exclusively for this 

study. The data were collected f rom phmary sources 

through direct contact with the w o m e n SHG groups 

dur ing the period 2008-09. Two blocks in Vellore 

district such as Natrampall i and Nemili were selected 

for the study, as the two blocks have similari t ies in 

number of SHGs and populat ion below poverty line. 

The researcher has selected 225 respondents using 

random sampl ing from each block represent ing 90 

S H G s f o r m e d in t h e las t t e n y e a r s a n d 5 

r e s p o n d e n t s w e r e s e l e c t e d f r o m e a c h S H G . 

Therefore total sample of 450 respondents was 

col lected and analysed. 

5.1 DISCRIMINANT ANALYSIS 

Discriminant analysis is a statistical technique which 

allows the researcher to study the difference between 

two or more groups of objects with respect to several 

var iables simultaneously. A discr iminant model with 

fami ly m e m b e r cr i t ic ism, n o n - m e m b e r cr i t ic ism, 

cri t icism by banks, lack of training, lack of t ime, lack 

of support in family and inadequate loan amount as 

independent var iables and groups ' fo rmat ion as 

dependent measure has been developed to identify 

whether the recently fo rmed groups or older groups 

are d iscr iminated by the set of prob lems faced. 

6 AN INTRODUCTION TO THE VARIABLES 

6.1 Family members ' crit icism/ problems 

Problems in the family are an important issue for 

women. W h e n they enjoy cooperat ion f rom fami ly 
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members , especia l ly f rom elders in rural areas, 

women can become successful micro-entrepreneurs. 

Vanitha and Kr ishnamurthy (2004) identif ied family 

res t r ic t ions as a ma jo r cons t ra in t in India. In 

T a n z a n i a , M a k u m b e et al ( 2 0 0 5 ) f o u n d tha t 

cooperation from ttie husbands of women contributed 

to the success of microf inance. Thus, to bring out 

the signif icance of family members crit icism, this 

variable is included in the model. 

6.2 NON SELF HELP G R O U P MEMBER 
CRITICISM. 

There are non-members of Self Help Groups who may 

criticize the members of Self Help Group and micro 

f inance. To unders tand the s ign i f icance of the 

crit icism by non members inf luence on the groups, 

the vahable is included in the model. 

6.3 Criticism by banks 

Somet imes bank officials may criticize the Self Help 

Group members and they may think lending to small 

borrowers is a burden/overwork to them and it is 

widely believed that rural borrowers may not repay in 

t ime. Lack of init iat ive by the bank staff, bank 's 

insistence on col lateral and d iscouragement by the 

banks as it is more work for them(Rao 2005), lack of 

con f idence a m o n g banks to f inance S H G s and 

treatment of entire savings as collateral Chaim (2006) 

and overemphasis on repayment Ahmad (2006) were 

some of the const ra in ts ident i f ied by the earl ier 

researchers . In A n d h r a Pradesh, a s tudy was 

conducted by A P M A S dur ing 2005 which reported 

that staff in some of the branches behaved indecently/ 

or talked arrogantly with the leaders and owing to 

this reason some of the good SHGs did not seek 

repeat loans. To bring out the importance of crit icism 

of the employees of the banks and its abil ity to 

discriminate the newer and older group, the variable 

is considered in the model. 

6.4 Lack of training 

Rura l w o m e n , e s p e c i a l l y the f i rs t g e n e r a t i o n 

micro-ent repreneurs, need t ra in ing to under take 

income gene ra t i ng p ro jec ts /ac t i v i t i es . T ra in i ng 

enables women to undertake new activities with self 

conf idence and courage. Lack of training (Lalitha 

2007, Swain 2009) , lack of technica l know how 

(Ramanunny 2005) and lack of clear information and 

guidance (Vanitha and Kr ishnamurthy 2004) were 

identif ied as constraints by prior studies. Thus, to 

bring out the training component 's inf luence in the 

study context, the variable is included the model. 

6.5 LACK OF T IME 

Women have to attend household work, they have to 

take care of the chi ldren and elders and the balance 

time only may be dedicated for group related activities 

and income generat ing activi t ies. Mishra (2010) 

identif ied that t ime is a constraint for many of the 

rural women, particularly in the Indian context. Also, 

it is a fact that for many decades, women have been 

assuming the role of homemakers in the Indian 

subcont inent. Thus, to bring out the signif icance of 

t ime factor, it is considered in the model. 

6.6 LACK OF S U P P O R T IN THE FAMILY 

Family support is an essential pre-requisi te for the 

success of any activity undertaken by the individual 

and without - t h e support of the family nobody can 

ach ieve any th ing . Low suppor t f rom the fami ly 

(Vanitha and Kr ishnamurthy 2004) has been found 

as factor affecting the self help group's performance. 

To bring out the signif icance of the support of family 

members, on the two groups, the variable is included 

in the model. 

6.7 Inadequate loan amount 

To carry out any enterpr is ing activity, f inance is 

r e q u i r e d in r i gh t q u a n t i t y at r i gh t t i m e a n d 

microf inance is one of the important inputs for micro 

enterprises. Lack of funds (Rahman 2002), lack of 

a d e q u a t e c r e d i t ( V a d i v o o a n d S e k a r 2 0 0 4 ) , 

inadequate capital (Ramanunny 2005,) small size of 

loans (APMAS 2005) inadequate loan (Ghate 2007) 

and lack of capital (Kallur 2009) are some of the 

factors identif ied by the earl ier studies as the ones 

that affect self help groups. However, in the recent 

t imes, the central and state governments have made 

significant policy changes to improve the performance 

of SHGs through liberal extension of bank loans. To 

understand the impact of the policy changes, credit 

extension by banks is included the model. 
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6.8 DELAY IN GETTING LOAN 

Loan should be received in time and delayed sanction 

of loan may demot ivate the entrepreneurs. Delayed 

financial assistance will demotivate the borrower and 

it may end up in misuti l isat ion of the funds. Delay in 

sanction of loans (Ramanunny 2005) and long waiting 

period to get loans (Ghate 2007) and complex loan 

drawing procedure (APMAS 2005) have been brought 

out as major problems by earlier studies. The present 

model at tempts to f ind out whether two groups differ 

in terms of gett ing loans in t ime. 

6.9 NON-AVAILABILITY OF RAW MATERIAL 

Raw material is the most important input for any 

enterpr ises whether it is a micro or smal l or major 

industry. To bring out the signif icance of the non 

availabil i ty of raw materials on the two groups, the 

vanable is included in the model. 

6.10 PROBLEMS IN MARKETING 

Whatever produced should be marketed; then only 

there will be cash flow to the entrepreneur and there 

will be sustainabil i ty. Inadequate understanding of 

marke t , lack of c u s t o m e r a w a r e n e s s and poor 

bus iness p lan ( R a m a n u n n y 2005 ) a n d lack of 

understanding of goals (Bhuvaneswaran (2006) are 

some of the prob lems identi f ied in India. Makumbe 

et al. (2005) found that the success of microf inance 

in Tanzania was due to market ing of the products. 

Hence this var iable was included in this model to 

dif ferentiate the signif icance between the new and 

older groups and it will help the rural development 

practit ioners and decision makers. 

6.11 LACK OF COOPERATION 

S o m e t i m e s t he re may be lack of c o o p e r a t i o n 

between members in the group and this may create 

a problem. Kumari and Malathi (2009) identified lack 

of cooperat ion and understanding among members 

and confl ict between leaders and members based 

on caste and locality, as the main problems in India. 

28 to 40 per cent drop out due to group problems in 

Andhra Pradesh (APMAS 2005) and astudy con-

ducted by A P M A S and EDA rural system (2006)also 

concluded that group conflict as reason for drop out 

in India. In Tanzania lack of trust among members 

was identified by Ssendi and Anderson (2009). Hence 

to study the significance of lack of cooperation among 

the members of the group this variable is included in 

the model. 

6.12 ROTATION OF LEADERSHIP IN THE G R O U P 

The SHG is a voluntary associat ion expec ted to 

funct ion on democrat ic basis and there shal l be 

rotation of leadership among members . In Andhra 

Pradesh, a study was conducted by A P M A S dur ing 

2005 which reported that only seventeen percent of 

t h e g r o u p s c h a n g e d t h e i r l e a d e r s s i n c e t h e 

format ion of the groups and most of the leaders 

we re unw i l l i ng to g ive way to new leaders . In 

Rajasthan, a study conducted by C M F and A P M A S 

during 2006 reported that there is hardly any rotation 

in the leadership even in well functioning groups and 

there was change in leadership only in 6 per cent of 

groups and the leaders are by and large given free 

hand in running the SHG. In order to f ind out the 

significance of rotation of leadership among the group 

members , this var iable is included. 

6.13 OUTSIDERS P R O B L E M S 

Somet imes, outsiders such as pol i t icians or some 

other social groups may interfere in the affairs of 

microf inance and it may be a problem or a constraint 

for t he f u n c t i o n of g r o u p ac t i v i t i es . Po l i t i ca l 

in ter ference in the select ion of the benef ic iar ies 

relating to microf inance schemes were reported by 

Vadivoo and Sekar (2004) and Rahman (2002).Thus 

to bring out the s igni f icance of the interference of 

outsiders interference, the variable is included in the 

model. 

7. RESULTS A N D D ISCUSSIONS 

A stepwise discriminant analysis procedure was cho-

sen to control the effects of mult icol l ineari ty if any. 

The analysis was further a t tempted at each of the 

p rob lems to unders tand whether any s igni f icant 

d i f f e r e n c e s a re e v i d e n t a c r o s s the g r o u p s in 

discriminating. 
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where, 

discriminant Z score of discr iminant funct ion -1 

a = intercept 

Wi discriminant weight for independent variable T. 

= independent variable T for object 'k'. 

= Family members ' problems 

Non Self Help Group member crit icism 

X3 = Crit icism by banks related activit ies 

\ = Lack of training 

= Lack of t ime 

Lack of support in the family 

X. 
/ = Inadequate loan amount 

= Delay in gett ing loan 

= Non-availability of raw material 

>̂ 0 = Problems in market ing 

= Lack of cooperat ion 

= Rotation of leadership in the group 

K , = Outsiders problems 

Classif ication summary table provides the strength of the classification ability of the discriminant function. Overal l , 

nearly 60.7 per cent of the cases were correctly classif ied by the discriminant funct ion. Thus, it indicates that the 

var iables in the model are highly useful for reasoning out or predict ing more favourable attr ibutes evaluat ions 

(Table 1) between the two groups 

Table 1 Classif ication results 

Groups Predicted Group Membership 
Total 

Groups 
Group 1 Group II Total 

Group KGroups formed in 2005 and before) 108 70 178 

Group IKGroups formed after 2005) 107 165 272 

Group KGroups formed in 2005 and before) percent 60.6741 39.3259 100.0 

Group l l(Groups formed after 2005) percent 39.3382 60.6618 100.0 

Source: Output of SPSS 

The test of funct ions co lumn (Table 2) tests the 

hypothesis that the means of the funct ion(s) listed 

are equa l across g roups . Wi lks ' l ambda is the 

proport ion of the total var iance in the discr iminant 

scores not explained by di f ferences among the 

groups. A chi-square transformation of Wilks' lambda 

is used a long wi th the degrees of f r e e d o m to 

determine signif icance. Since the signif icance value 

is less than 0.05, it indicates that g roup m e a n s 

differ from each other. 
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Table 2 W i l k s ' L a m b d a 

Test of 
Function(s) 

Wilks' Lambda Chl-square df. Sig. 

1 0.932 31.003 13 0.003 

As there are only two groups, namely, Group-1 

( Groups fo rmed in 2005 and before) and Group- l l 

(Groups fo rmed after 2005) a l inear discr iminant 

analysis was at tempted and it p roduced a single 

discr iminant funct ion, and the smal ler Eigen values 

indicate that very little total dispersion was accounted 

by the analysis. The canonical correlation measures 

the association between the discriminant scores and 

the groups and values closer to 1 indicate strong 

correlation between the discr iminant scores and the 

groups and in the current study, there is modera te 

levels of correlat ion exist between the scores and 

the groups. 

Table 3 displays Eigen values, the percentage of vari-

ance, the cumulat ive percentage and canonical cor-

relations for canonical variable (or canonical discrimi-

nant function). The Eigen value (0.073) is the ratio of 

the inter-groups sum of squares to the intra-groups 

sum of squares. The square root of each Eigen value 

provides an indication of the length of the correspond-

ing Eigen vector. Smal l Eigen values result in Eigen 

vectors of essential ly no length and account for very 

little of the total d ispersion. The canonical correla-

tion measures the associat ion between the discrimi-

nant scores and the groups. The value 0.260, a fairly 

larger value, indicates a strong correlat ion between 

the discr iminant scores and the groups. 

Table 3 Eigenvalues and Measure of Fit 

Function Eigen Value Percentage Cumulat ive Canonica l 
of Variance Percentage Correlat ion 

1 0.073 100 100 0.260 

Source: Output of SPSS 

Discriminant loadings have been used as a basis for 

interpretations. Discriminant loadings, also known as 

structure correlat ions, measure the s imple l inear 

correlation between each independent variable and 

the discr iminant funct ion (Hair et al 2003). It reflects 

the variance that the independent variables share with 

the discriminant funct ion and can be interpreted to 

explain how much each var iable contr ibuted to the 

discriminant funct ion (Table 4). The structure matrix 

provides within group correlat ions of each of the 

predictor var iable with the canonical discr iminant 

function. Another way to interpret the coeff icients is 

how much each variable is useful to the discriminant 

function. Rotation of leaders is a major problem and 

constraint d iscr iminat ing the older groups f rom the 

recent ly f o rmed g roups fo l lowed by the lack of 

cooperat ion and family member crit icism. 

The matu re or o lder g roup m e m b e r s are very 

particular about the rotation of leaders in the groups 

and the newly fo rmed groups and the groups to be 

f o r m e d in fu ture shou ld ensu re the ro ta t ion of 

leadership. Next var iab le cons idered is lack of 

coopera t ion a m o n g members . Real ly it is very 

difficult to remain as a group with a certain goals 

and object ives in rural areas and the model reveals 

that the older groups faced the prob lem of lack of 

cooperat ion among members. Lack of cooperat ion 

affects the sustainabi l i ty of the groups in the long 

run and in some cases drop outs were observed. 

These f indings concur with the v iews of Ssendi and 

Anderson (2009) who reported that lack of trust among 

the members in Tanzania as a prob lem of SHG. 

Crit icism by the family members is the next variable 

and it is the crit icism of the family members that will 
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affect the women and this var iable also contr ibuted 

to the mode l . The n o n - m e m b e r s of S H G also 

c r i t i c i z e t he w o m e n a n d t h i s v a r i a b l e t a k e s 

p recedence fo l lowed by prob lems in market ing, 

availabil ity of raw materials and inadequate loan 

amount which are normally cons idered are major 

problems and constraints by the administrators and 

NGOs. Rotation of leaders, lack of cooperat ion and 

fami ly m e m b e r cr i t ic ism are the va r iab les that 

contr ibuted most to the function respectively. 

Table 4 Structure Matrix 

Table 5 Standardised Canonical Discr iminant 
Function Coefficients 

Variables in the analysis Function 
1 

Rotation of leaders .702 

Lack of cooperat ion .561 

Family member cri t icism .456 

Non member crit icism .380 

Problems in marketing .337 

Lack of t ime -.316 

Non availability of raw material .306 

Crit icism by banks .210 

Inadequate loan amount -.165 

Lack of training -.144 

Lack of support in family .108 

Delay in gett ing loan .076 

Outsiders problem .045 

Source: Output of SPSS 

Standardizing the coeff icients al lows us to examine 

the relative standing of the measurements . The 

coeff icients of the canonical var iable are used to 

compute a canonical variable score for each case. 

The standardised Canonical Discr iminant funct ion 

coefficient allows us to make the interpretations easier 

when the variables are measured on different scales. 

S tanda rd i sed coe f f i c ien t a l l ows e x a m i n i n g the 

relative importance of each of the var iables in the 

model (Table 5). 

Variables in the discriminant Function 

Function 1 

Family member cri t icism .312 

Non member crit icism .419 

Crit icism by banks -.110 

Lack of training - .158 

Lack of t ime - .472 

Lack of support in family .002 

Inadequate loan amount - .197 

Delay in gett ing loan - .265 

Non availability of raw material .097 

Problems in market ing .484 

Lack of cooperat ion .043 

Rotation of leaders .462 

Outsiders problem -.092 

Source: Output of SPSS 

The standardized discriminator funct ion is 

Z = 0 . 3 1 2 ( F a m i l y m e m b e r c r i t i c i s m ) 
+ 0 . 4 1 9 ( N o n m e m b e r c r i t i c i s m ) + 
.002(Lack of support in family) + 0.097 
(Non avai lab i l i ty of raw mater ia l ) 
+ 0 . 4 8 4 ( P r o b l e m s in m a r k e t i n g ) 
+0.043 (Lack of cooperat ion) + .462 
(Rotation of leaders) 

The variables which are found with higher importance 
in d i s c r i m i n a t i n g t he g r o u p s w i t h f a v o u r a b l e 
evaluations from those with unfavourable evaluations 
are the problems in market ing (0.484) fo l lowed by 
lack of t ime (0.482) and rotation of leaders (0.462) 
f a c t o r s . T h e o t h e r v a r i a b l e s i n c l u d e d in t he 
d iscr iminat ing mode l are non m e m b e r cr i t ic ism 
(0.419), family member cri t icism (0.312) and delay 
in gett ing loans (0.265). 

The study reveals that there exists a signi f icant 
di f ference between the two groups i.e. Group I and 
Group II and the study concludes that rotation of 
leaders, lack of cooperat ion and fami ly member 
criticism are the major problems and constraints faced 
by the rural women in Vellore district. 
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8. CONCLUSION 

The discr iminant model concludes that there exists 
a signif icant di f ference between the set of variables 
between the groups formed earlier and recently formed 
groups; the old groups faced more problems than 
the recently formed groups and rotat ion of leaders, 
lack of cooperat ion among the members and family 
m e m b e r c r i t i c i s m a r e t h e m a j o r p r o b l e m s 
con t r i bu t i ng to th is s ign i f i can t d i f f e rence . The 
f i n d i n g s c o n c u r w i t h t h e s t u d i e s of A P M A S 
(2005;2006), Kumari and Malathi (2009) in India and 
Ssendi and Anderson (2009) in Tanzania. 

9. SUGGESTIONS 

Group management training programmes and team 
management training programmes may be organised 
by the NGOs and the rotation of leadership may be 
ensured by the SHPIs ,NGOs, banks and other de-
ve lopment agenc ies whi le forming,nur tur ing and 
monitor ing the groups. NGOs, SHG promoting insti-
tut ions and rural deve lopment pract i t ioners have to 
take effect ive steps to sort out the issues of group 
confl icts and rotation of leadership be ensured f rom 
the group formation stage itself and it is the lesson 
to be learned from the matured SHGs and if fol lowed 
by all stakeholders it will ensure the sustainabil i ty 
of the S H G m o v e m e n t in Ind ia , w h i c h is the 
homeland of SHG movement. 
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