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Chapter—1 

Self Help Group 

 Forming and nurturing small, homogeneous and participatory Self-Help 

Groups (SHGs) of the poor has today emerged as a potent tool for human 

development. This process enables the poor, especially the women from the poor 

households, to collectively identify and analyse the problems they face in the 

perspective of their social and economic environment. It helps them to pool their 

meager resources, human and financial, and prioritise their use for solving their 

own problems. 

 The emphasis on regular thrift collection and its use to solve immediate 

problems of consumption and production not only helps to meet their most urgent 

needs, but also trains them to handle larger financial resources more skillfully, 

prudently and with a more lasting impact. 

 The mature SHGs become a forum for many social sector interventions.  The 

Government facilitates these SHGs to access credit from formal banking channels. 

SHG-Bank Linkage Programme has proved to be the major supplementary credit 

delivery system with wide acceptance by banks and NGOs. 

  

Prepared by: Vinod Jindal, Jt. Director, ISTM  
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1. Poverty: Identification & Verification: 

  

1.1 The Government of Delhi has worked on a new set of criteria for defining poverty 

based on a multi dimension urban vulnerability index rather than relying on purely 

income criteria. These include most vulnerable who often have been denied welfare 

entitlement schemes for various reasons. A new survey called Samajik Suvidha 

Sangam Survey, 2008 has been carried out for the urban poor by involving the Civil 

Society Organisations and other agencies to develop a computerized common 

database.The computerized uniform database thus created will generate a unique ID 

for each individual covered under the survey with respect to their families. Hence, 

this unique ID will be the new identity of the individuals to access their entitlement 

benefits from the govt. schemes.  The database so generated also helps the 

Government to plan for its social policies with realistic estimates of numbers, needs 

and geographic spread. Three factors are seen in determining vulnerability: 

            

 

 1 
Location 

 of stay 

Houseless (including precariously housed), Non-Notified 

Slums, Notified Slum, Resettlement colonies (F, G, H 

colonies). 

2 
Social  

Vulnerability  

Old people, Disabled people, Single women, Women 

Headed households, Single unprotected children, Child 

headed households and People with debilitating illness. 

3 
Occupational 

Vulnerability  

[Rag picker, Construction Labour, Porters & hamaals, 

Casual daily wage labour, Street vendors/hawkers, Casual 

domestic workers, Cycle rickshaw drivers, Workers in small 

household enterprises, Workers in household industries. 
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1.2 If a household / individual is staying in slums / resettlement 

colonies/unauthorized colonies belongs to social vulnerable category, the 

household/individual would be traced as 'Most Vulnerable'.  

  

1.3 Homeless / precariously housed are in the 'Most Vulnerable' category.  

 

1.4 Vulnerability & entitlement for those staying in location other than the slums, 

resettlement colonies (F, G, H colonies) would be determined by a system of 

verification for entitlements on a case-to-case basis. 

 

 

 

2.  Analysis of Local Credit Sources: 

 

The poor often borrow small amounts of money to meet their daily needs. They 

need credit which is timely, available at non-exploitative interest rates and 

without collateral. 

 

2.1 Normally the poor borrow to meet the daily requirements like food, marriage, 

clothing, education, health.  They also borrow for repair of house, socio-religious 
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ceremonies, travel, old debt clearance.  They need bigger loans for purchase of 

land, construction of house, asset creation, petty business, cottage industries etc.         

          

2.2 An ideal source of credit for the poor 

should: 

 

 Lend small amounts of money 

 Provide timely credit 

 At non-exploitative interest rates 

 Without the need for formal 

security or collateral 

  

 

2.3 The easy sources of credit that the poor knows of are the landlords, banks 

and other private parties.  While getting loan from bank is a cumbersome process 

because of low credibility, those available from other sources have a very high 

rate interest and need security or mortgage.  Thus there is risk of losing property, 

exploitation and harassment on non-repayment. 

 

2.4. A SHG is an appropriate credit delivery mechanism for the poor.  It is open to 

lend small amounts of money to service daily needs such as food, clothing, 

education, health, etc. The members trust one another sufficiently to act as 

guarantors for each other and provide timely credit without demanding formal 

security.  It charges affordable rates of interest and does not use any kind of 

exploitation.  Peer pressure helps to ensure proper loan use and repayment. 

 

3.  What is SHG?  

 

 SHG is small group of poor people. 

 Members of the group face similar kind of situation 

and share common interests.  
 

 Upon joining SHG, help each other in solving the problems. 

 SHGs motivate the members to act on small things. 
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 Together they work to uplift their living conditions. 

 The concept underlines the principle of Thrift, Credit and Self Help.  

  They mobilize their individual resources for their collective economic 

development.  

 Members of SHG agree to save regularly and contribute to a common 

fund.  

 The members agree to use this common fund and such other funds (like 

grants and loans from banks), which they may receive as a group, to 

give small loans to needy members as per the decision of the group.   

3.1. Many SHGs are made of women only.  These are run by women for women. 

Being a community-based programme, it is explained to women folk of the 

community that SHG is only for them and they have to run it. Though it is a 

Herculean task to bring the women out of their domestic shell; yet this task 

is accomplished by a few such women who want to come out and and 

accomplish something on their own.  Infact these groups should be affinity 

groups. 

 

a. Affinity groups are groups of people bound by mutual trust, respect and 

affection who support one another and amongst whom exploitative 

relationships do not exist. Affinity groups exist within a community even 

before the NGO's intervention. Affinity can also be created. Affinity, 

however, requires continuous effort on the part of the group to maintain it, 

and a programme strategy that supports it. For example, if the programme 

strategy favours one member on the basis of literacy, caste or creed it 

undermines affinity. Affinity groups do not have a dominant leader who 

clings on to leadership no matter what the cost. 

 

b. Heterogeneous groups with people from different social strata and income 

brackets and with differing interests cannot form affinity groups.  
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c. SHGs are Homogeneous groups i.e. groups of people with similar 

characteristics - caste, creed, sex, occupation, geographical area, place of 

origin, language, income levels, age, etc. For a group to have affinity some 

degree of homogeneity is necessary, but this does not mean that all 

homogeneous groups are affinity groups or vice versa. 

 

d. The members of affinity groups tend to stay together and provide a space 

and support for each other to grow. Affinity groups are far more effective in 

empowering the poor than groups of people from diverse backgrounds and 

with conflicting interests. 

 

e. Thus a Self-help Affinity Group (SAG) is a small (10-20 members) group, 

which is generally homogeneous, and related by affinity; it is a group whose 

members use savings, credit and social involvement as instruments of 

empowerment. 

 

3.2 Structural Features of Self-help Affinity Groups:  

  

a. Size: An ideal group comprises of 10-20 members. This is because small 

sized groups allow for participatory discussion, which would be difficult in a 

larger group. Furthermore, for a group to link with a bank, the group has to 

have less than 20 members. Besides this, large groups tend to fall apart due 
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to difficulties in accommodating a larger number of interests and in 

building affinity. 

 

b. Only one member from a family should join the SAG so that more and 

more families get to know about self-help group. The group normally 

consists of either only men or only women. Mixed groups are generally 

not preferred, since it may obstruct free and frank discussions, opening up 

typical personal problems.  

 

c. Age: Members should be between the age group of 21-60 years. 

 

d. All are poor: Members should be poor (By poor one should be guided by 

the living conditions, as given herein before; and this has no relation to 

poverty line.  People living above poverty line (APL) can also form SHG 

like BPL.  

 

e. Homogenous: Ideally all members should belong to the same socio-

economic strata of society so that they share common needs and pursue 

common objectives. If members are from diverse economic backgrounds 

there may be a conflict of interest in the group or a few members may tend 

to dominate the group. 

 

f.  Bound by affinity: Groups based on affinity tend to be more sustainable 

since they are united by trust, respect and mutual support. 

 

g. Rotational leadership: Rotational leadership allows for the distribution of 

power and provides leadership opportunities to all members. During each 

meeting, a different member is selected to preside over the meeting and to 

deposit the week's collections in the bank. All other tasks are also rotated 

periodically. 

 

h. Voluntary in nature: Members attend meetings, save, and participate in all 

activities voluntarily. 
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i. Democratic nature: The meetings should be managed in such a way that 

each member is encouraged to express herself or himself freely and 

participate effectively in all SAG proceedings and decision making. 

 

j. Non-partisan nature: Members' personal and political leanings should not 

affect their relationship with other members and undermine the group's 

affinity. 

 

k. Informal nature: The SAG need not necessarily be a registered body. 

However, for all practical purposes, the SAG operates in the manner of a 

registered body, viz., it has an identity, rules and regulations, books of 

accounts, a minutes book, its accounts are audited and the leaders are 

rotated regularly. 

 

l. Rules and regulations: The group frames rules and regulations which are 

required for its effective functioning. The rules should be accepted, 

understood and followed by all, with sanctions imposed by the group for 

violation. 

 

m. Once stabalised, the group opens a bank account in the name of the SAG 

and maintains the necessary books of accounts and documents.  

 

4. How to form a SAG:  SHG mobiliser help in forming of SHGs. These 

mobalisers should be literate, having an urge to do something for the welfare of 

the community and are familiar with topography of the area. 

 

 



 
 Institute of Secretariat Training & Management, Government of India      Self Help Group                              

 

 9

 

4.1 To form SHG, mobiliser him/her-self has to contact those women. After a 

few visits to the community and talking with a few locals, should identify areas, 

which are inhabited by maximum number of economically backward people. The 

mobiliser should visit every house in such backward area, introduce him/her self 

and talk to the habitants there, understand their problems and keep a record so 

that the people take him/her as a person who has come to put an end to their 

problems. The more openly talk with them will help better understanding and 

develop a bond with them. 

 

4.2 On subsequent visit, hold a meeting with them. Tell them about the benefits 

offered by Government which they should avail. Ask them to visit your 

organization. The people need to be told that your organisation has been formed 

for them and anyone can approach in case of any difficulty. Extend the benefits of 

your organisation to these people. 

 

4.3  Visit the area again after some days.  Apprise the residents about self-help 

group.  Explain the purpose of forming the group for them. Give examples such as 

water problem, a lonely woman being physically abused, requirement of funds, 

problems relating to livelihood, sanitation, health education etc. Such problems 

can be resolved with collective group effort of 10-20 women.  
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4.4 Tell them about the developmental activities of the Government which can be 

successful if they are planned, implemented and maintained by people themselves. 

People’s participation on a sustained basis is only ensured by building appropriate 

community based institutions, of which the SAG is an example. 

 

4.5 Women can be informed that they can make small savings along side. They 

must be informed that this saving will be deposited in savings account. Money will 

not be kept with the group. It can be explained to women that in addition to 

keeping the money in Bank, they can also get loans. Contrarily to getting the 

amount they have in their personal account, they can get loan up to three times. 

Also, they can return the amount early. In case of problem during a particular 

month, the amount can be paid in the following month. The benefits should be 

clearly explained to them, comparing to the loan taken from local money-lenders 

such as the rate of interest which is 2% on amount outstanding each month 

compared to 5% to 10% on loans taken from other sources.  Calculate and compare 

the interest in both cases so that they can appreciate.  Apart from all this, they 

will also get other benefits by saving in the group. 

 

4.6 Inform the members that the interest paid by them is divided equally at the 

end of the year. Thus, they get three-fold benefit. 1) The interest 2) Penalty 

levied on members unable to pay the loan in time is also distributed equally among 

members. 3)  They also get the interest given by the bank on their savings. 

 

 

4.7  Women should also be informed 

about the provision of an emergency 

loan which is granted the very next day 

in case of urgent need. Thus, formation 

of group makes them financially 

empowered. Also, their savings in the 

bank are safe. 
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4.8 These women can also be given some loan if they are interested in doing 

some work. It is approved by RBI and NABARD. In the past few years, several rural 

and cooperative banks have provided loans to such self-help group. Working with 

self-help group is a profitable business. Explain these women how they can get 

jobs or start their own business after getting vocational training by the 

government. Highlight a few businesses as well. 

 

4.9 When they are willing to form a group, tell them that to develop a group into a 

well-managed Self Help Group, the members should evolve rules and regulations, 

which are to be adopted, after discussions with all the members for compliance in 

full.  Some illustrative guidelines for the formulation of such rules and regulations are 

given below.  Invite their suggestion to frame the rules. Also ask them to name the 

group. Name should be such which can be easily remembered and is also 

inspirational. Group should not be named after the name of any lady, child or any 

member of their family.   Also help them with the consent of all, to fix the amount 

of saving that each member will do.  Saving amount should be agreeable to all. So 

never impose your own decision on them.   Their account can be opened in a bank 

after electing the executive members of the group. 

 

5.  Essentials of effective Meetings:  In the context of SAG, a meeting is a 

gathering of members with a specific agenda, at a particular place and time. The 

meeting provides a platform for meaningful interaction and helps the SAG to 

perform its functions. It should be held in a place where all are free to come. 

 

5.1 Regular/ fortnightly meetings are important because they: 

 

 Provide a regular and frequent opportunity for SAG members to 

interact with each other. 

 Inculcate discipline. 

 Provide scope for regular financial transactions, such as saving, 

lending, loans and interest repayment. 

 Allow for periodic monitoring and follow-up of loan repayment. 
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 Provide an opportunity for the capacity building of the members and 

for developing their communication skills. 

 Provide a forum for identifying, discussing and taking up community 

action programmes. 

 

5.2. Necessary conditions for conducting a meeting:  The following are 

necessary conditions for conducting a meeting: 

 

 A place for the meeting, accessible to all. 

 Lighting facility in case the meeting is held at night. 

 A fixed time when people will meet. 

 Mats or dhurries to sit on. 

 A trunk or box to keep all the books of accounts, which may also be 

used as a makeshift table by the bookkeeper . 

 Presence of all the members. 

 Presence of all the representatives. 

 Books and documents, pens and a book writer (some SAGs also keep 

a calculator and a small clock}. 

 An agenda to be discussed in the meeting. 

 

5.3 How to conduct a Meeting:   

 

The following process should be 

followed while conducting a 

meeting: 

 

1. Sit in a circle (preferably 

according to the membership 

number)  

2. Sing a prayer or group song 

3. Select a chairperson ( see role 

     of chairperson below)  

4. Welcome address (also welcome any visitors for the day) 
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5. Record the attendance 

6. Set the agenda (if visitors are present, they should not disturb the 

proceedings; they can ask questions at the end of the meeting)  

7. Review the previous meeting’s minutes  

8. Maintain discipline throughout -group members should ensure that rules and 

regulations are followed throughout the meeting  

9. Complete financial transactions related to savings, repayment, lending, etc. 

10. Ensure that all issues on the agenda are discussed. 

11. Ensure that all members participate in the decision making. 

12. During every meeting the SAG members must make it a point to discuss and 

act upon at least one issue other than savings and credit. e.g. education, 

environment, health and sanitation, etc. To give more focus to these issues, 

the SAG can select one such issue for discussion for a 4-6 month period so 

that adequate follow-up action is taken. 

13. Record proceedings during the meting itself and read them out to all 

members. 

14. All members must sign in the resolution book. 

15. Vote of thanks 

 

 SAG members should follow all procedures appropriate to conducting 

effective meetings and should be able to correct members who are not observing 

the protocol. Once in a month, the group may select a member, from amongst 

themselves, to observe whether the meeting is being conducted effectively. The 

member must give feedback to the entire group at the end of the meeting as to 

what went wrong and what went right during the process of conducting the 

meeting. 

 

 Many groups fail because of faulty or lax meeting procedures. SAG needs to 

be reoriented every now and then to run the meetings well. 

 

5.4 The Role of the chairperson is to: 

 

 preside over the meeting 
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 ensure that all the members are involved in the proceedings 

 motivate all the members to participate in decision making 

 moderate the meeting, ensure that proceedings are orderly and the 

agenda is achieved ensure that the proceedings are recorded in the 

respective books (it is best for the chairperson to sit next to the book 

writer) 

 collect the day's savings and repayments and deposit the same in the 

bank at the earliest 

 

6.  Functions of Self-help Affinity Groups: 

 

a. Conducting fortnightly Meetings at a specified time and venue fixed by 

members.  Fortnightly Weekly Meetings are essential because: 

 

 It is easier to save smaller amounts frequently, rather than saving a 

large amount of time. 

 Loans may be sanctioned more frequently. 

 They fulfill a social need to interact frequently. 

 

b.  Savings: All members must save a minimum amount every week, to be 

fixed by the members themselves. No maximum limit is to be fixed on 

weekly savings. Individual savings need not be sourced from money which is 

left over after all expenses have been made. Savings should be money that 

is kept aside before spending. 

 

c. Lending and Repayment: For the common fund of the SAG to grow I it 

should always be in circulation. Loan requests should be prioritised and all 

decisions regarding lending are to be taken in the meeting itself. Interest 

rates charged or loans are to be fixed by the members themselves.  The 

repayment schedule for each loan must be fixed in the SAG meeting before 

the loan is sanctioned. 
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d. Maintaining Books of Accounts and Records: The SAG must maintain the 

following books and records: 

 

 Admission book 

 Attendance book 

 Minutes book 

 Cash book 

 General ledger 

 Savings and loans ledger 

 Receipts and payments vouchers 

 Individual pass book 

 Bank pass book and cheque book 

 

 

 

 

 

 

All books and records must give accurate information and must be up-to given 

point in time. 

 

Book of accounts are needed because: 

 

 They promote accountability within the SAG and to the external 

world. 

 When an SAG grows big in terms of numbers and size of transactions, 

it is difficult for members to mentally keep track of all the 

transactions that have been made. 

 They are necessary for linkages with other institutions, such as banks. 

An SAG without proper books will never be taken seriously by other 

people.  

 

e. Common Action Programmes: The members must endeavour to work 

together with other SAGs and CBOS in the community and build lijnkages with 

other institutions for lobbying and mobilizing resources. 
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f. Training and Capacity Building: The SAG provides a good opportunity for 

individuals in the group to build their capacities. Members must make the effort to 

attend training programmes arrange by the NGK and SAG promoting agency. 

 

Where members receive their wages monthly, facilitators must find ways to are 

held weekly even though savings may be made once a month. 

 

7.  Role and responsibility of SAG Members:  SAGs typically expect their 

members to assume the following responsibilities: 

 

I. Meeting and Group Functioning: 

 

 Attend the SAG meeting on a specified date, time and venue. 

 Attend all the meetings of the SAG. 

 Participate in all the proceedings of the SAG meeting. 

 Ensure the rotation of representatives once a year. 

 Maintain discipline and unity in the SAG. 

 provide effective suggestions during discussions so that the SAG may 

arrive at 

 Meaningful decisions. 

 Be ethical, unbiased, fair and just in the discussions that take place. 

 

II. Savings and loans:                                    

 

 

 Save at least the minimum amount agreed upon by the group, every 

week. 

 Obtain loans for valid purposes and never to misuse a loan. 

 Repay loans as agreed upon in the SAG meeting and to pay interest on 

time. 
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 Keep track of one's individual savings amount and loan record. 

 Ensure that all group members utilise their loans for the agreed 

purpose and 

 Ensure that they repay the same on time. 

 

III. Cash Management and Documentation: 

 

 Conduct cash transactions with the SAG only during the meeting and 

never outside of the meeting. 

 Bring passbooks for updating in each SAG Meeting. 

 Ensure that the cash inflow to the SAG is remitted to the savings 

bank account at the earliest. 

 Ensure the timely maintenance of all books and records of the SAG 

including the individual pass book. 

 Ensure that receipts are issued for any cash transactions with the 

SAG. 

 To learn to sign one's name and also acquire basic literacy and 

numeracy skills (in case the member is illiterate). 

 Ensure that the audit of all SAG transactions takes place every year.  

 T o discuss the audit findings in the SAG and take follow-up action. 

 

IV. For the SAG to promote the overall development of the members and 

their society  (Credit-Plus related): 

 

 

 participate in community development activities and in the 

functioning of the Panchayat Raj Institutions 

 attend all training programmes and make the best use of every 

training opportunity. 
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 Unless all the members are actively participating to ensure smooth 

functioning of the group and unless they take individual responsibility, the group 

cannot be a success. 

 

7.1 Responsibilities of Representatives:  The SAGs usually have two or three 

representatives.  The following responsibilities are shared or allotted; 

 

I.  Meeting and Group Functioning related -representatives are expected 

to: 

 be present at the meeting venue at least 10 minutes before the 

scheduled time and to bring all the books and documents of the 

SAG to the meeting. 

 Ensure that the weekly meeting takes place regularly. 

 Facilitate effective decision making in the SAG. 

 Monitor the financial affairs of the SAG including maintenance of 

records, audits and funds management. 

 

II. Interpersonal Relationships- representatives are expected to: 

 

 Facilitate good working relationships between members of the 

group and to ensure the smooth functioning of the SAG. 
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 Facilitate the group members to resolve any conflicts that may 

arise in the SAG in an amicable and just manner. 

 

 Relationships with Others -Representatives are expected to: 

- Build linkages between various government and private 

institutions and the SAG. 

- Ensure the SAG's links with the Federation and Community 

Managed Resource Centre- so that benefits accrue to the 

group 

 

 

 

III. Capacity Building of Members and Information Sharing: Representatives 

should: 

 

 Share with the group all the information one has gathered while 

attending meetings in one's capacity as a representative. 

 Share all information obtained from training programmes with the 

rest of the SAG members. 

 Encourage SAG members to acquire basic literacy and numeracy 

skills. 

 Motivate all SAG members to participate in training programmes 

and group activities. 

 

IV. SAG Documentation related: representatives must: 

 

 Prepare and present the Monthly Financial Statement before the 

SAG members. 
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 Record the attendance at the meeting. 

 Ensure the updating of all the books of accounts and other records 

before the meeting closes. 

 Ensure that books and documents are kept safely and in good 

condition and produce them whenever required. 

 Ensure the audit of SAG finances. 

 Be trained in the maintenance of SAG books and documents or at 

least know how to manage the book keeper. 

 Ensure that a second line of book writers is developed in the SAG. 

 

V. Cash Management related: Representatives must: 

 

 Issue receipts for any cash received (savings, loan repayments, 

etc.) by the SAG either from its members or from others -

immediately. 

 The above-mentioned responsibilities can be shared between 

representatives based on discussions and their confidence in 

handling specific issues on behalf of the SAG. 

 

7.2 Role of Chairperson/facilitator: The members select a new chairperson, 

for every meeting, on a rotation basis. Her/ his responsibilities are to: 

 

 Ensure discipline in the meeting. 

 Handle the cash transactions for the day and to remit cash to the 

savings bank account on the day after the meeting. 

 Furnish the bank cash receipt counterfoil to the SAG in the next 

meeting.  

 Ensure the participation of all members in the proceedings of the 

meeting.  

 Ensure that all the proceedings and transactions of the meeting 

have been recorded in the minutes book. 

 

7.3. Roles and responsibilities of Joint Signatories: 
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 The two/three representatives are the joint signatories for the 

bank account. 

 At least one of the two joint signatories for the SAG should 

preferably attend each meeting. In case both are absent for some 

reason, they must verify the decisions taken in the SAG before 

signing the cheques later on. 

 While signing cheques for loans and other expenses, the 

signatories ensure that there has been a decision in the SAG 

meeting in this regard, which has been noted in the resolution 

book. 

 To verify the transaction amount and the person to whom the 

cheque is being handed before signing any cheque. 

 

Note: The division of responsibilities mentioned above need not be treated as 

watertight compartments. Care needs to be taken that the designations used to 

denote the representatives do not create power structures within the group. 

Hence the use of terms such as 'President', 'Secretary', 'Leaders' needs to be 

discouraged as far as possible. Some SAGs use the terms First and Second 

Representatives. 

 

8.   RESPONSIBILITY OF 

SHG MOBILISER TOWARDS 

SUSTAINING A SHG 

 

8.1 Members of the group are 

from different community; 

they have different thinking 

and lack confidence. 

Therefore, they require 

regular meetings so  
 

that they interact and bond with each other.  
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8.2 Rules and rights change from time-to-time. For this, SHG worker must educate 

the group members regularly to create more transparency and accountability.  

 

8.3  SHG worker has to look after all the SHG works whether it is forming a group, 

maintenance of records, opening an account, or getting a loan.  So, s/he does not 

have enough time to properly have a meeting with all the groups and guide them 

to organise and make them a part of the scheme.  So, train the members so that 

they can do the group jobs themselves in rotation.  Promote literacy and financial 

literacy in the group. 

 

8.4 The groups should be taken on exposure visits.  Members should be made 

part of the schemes as per their needs. Films on success stories be shown to 

motivate them. They should have personal interaction with people who are 

successful in this field.  Their communication skills should be developed by 

encouraging them to give their views in the meetings.  

 

 

8.5 There should be adequate arrangements for their vocational training to gain 

technical skill, making them a part of business according to thier qualification and 

requirement, imparting training on marketing skill to group engaged in vocational 

training.  Their success as a group can only sustain them. 
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8.6 Members should be encouraged to have small celebrations, singing/rangoli/ 

dance competitions etc.  No one should be allowed to violate rules of the group. 

Besides thrift and credit, they should be encouraged to participate in various 

community development activities like helping each other to avail benefits of 

various Government schemes, issues relating to health, education, hygiene, water 

and sanitation etc.    

 

8.7   Mobiliser should recommend forming of a Federation at the right time. 

Meeting should be held with the banker so that everyone can sell the product 

manufactured by him/her and make an effort to bring further improvement. 
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Appendix 

 Checklist of rules evolved by many SAGs: 

 

MEMBERSHIP 

 

 Economic Background of Members: All members must be poor –this 

decreases the possibility of a few members dominating the group. 

 Physical Proximity of Members' Houses: It is preferable that all 

members belong to the same village or hamlet as this facilitates ease 

of meeting, monitoring and is often one of the factors that promotes 

affinity. 

 Representation from Each Family: Most SAGs insist that there should 

be only one member from each family joining the SAG and no one can 

be member of more than one SAG. 

 Membership Fee: The amount is usually fixed after discussion in the 

group. The Membership Fee is not refundable. 

 Group Size: The minimum and maximum number of members in the 

SAG is normally 15 and 20 respectively; a larger group would mean 

that discussions are not participatory, whereas a smaller group would 

mean that the group might not be financially viable. In small hamlets, 

the group may have between 10 to 15 members. Most 'good' SAGs in 

MVRADA have between 15-20 members. 

 Age of Members: Members are above 18 years of age 

 Cancellation of Membership: Rules are framed as to how and when 

cancellation of membership is possible. 

 

MEETINGS 

 

 Timing of Meeting: Practically all SAGs functioning well meet after 

every 15 days.  Meetings take place on a fixed day, at a fixed place 

and time to ensure discipline and certainty. 



 
 Institute of Secretariat Training & Management, Government of India      Self Help Group                              

 

 25

 Absence from Meetings: If a member is absent from a meeting, 

penalties are imposed, unless the member has taken prior permission 

or has an emergency at home. 

 Late-Attendance: In case of late-attendance penalties are imposed 

 Members cannot leave the meeting midway, unless the member has 

taken prior permission or there is an emergency at home. 

 Quorum: As a rule 75% of the members must be present for decisions 

to be taken in the SAG, unless there is an emergency facing the group 

and the remaining members are unavailable. 

 

SAVINGS AND CREDIT 

 

 Loans: The group must decide upon how they will prioritise loans, 

monitor the proper utilisation of loans, and charge interest rate on 

loans. 

 Use of Cheques: Transactions of amounts larger than Rs. 500 are 

usually done through cheques, not cash, so that there is less chance 

of pilferage or of making accounting mistakes. Cheques are written in 

the presence of all members to ensure transparency in financial 

matters. 

 Handling Cash: All cash collections are directly deposited in the bank 

to reduce the possibility of theft and also to reduce the possibility of 

members themselves mishandling the cash. Members take turns to 

deposit the collection amount in the bank so that this responsibility 

does not lie heavy on the shoulders of a few people. 

 Maintenance of Accounts: Members decided who will maintain records 

and accounts, how much they will pay this person and how they will 

monitor him or her. 

 Penalties: Fines are fixed for overdue loans, for defaulters and those 

who break norms established by the SAG. E.g., as regards smoking in 

meetings, drinking, not sending girl children to school, fighting in 

public, etc. 
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 Interest on Savings: Members decide whether and how interest on 

savings/dividends will be paid and distributed. 

 

REPRESENTATIVES 

 

 Rotation of Representatives: Most SAGs do not use the terms 

"President" or "Secretary" but "Representatives". All representatives 

must be rotated periodically. 

 Why is this so? Rotation of representatives takes place in many places 

in the world -at the international, national, state, district, taluk and 

village level. The same holds good for an SAG, which is meant to be a 

democratic institution. In an SAG, the representatives tend to benefit 

more in terms of capacity building as they are at the helm of affairs 

and they take on additional responsibilities. Rotation of 

representatives gives all members an opportunity to grow. It is also 

true that representatives, while taking on extra responsibilities on 

behalf of the SAG, may not find sufficient time for their own personal 

work. Rotation of representatives will ensure that undue pressure is 

not built on a few people. 

 Two respresentatives and two co-signatories are chosen 

 The book writer must not be a co-signatory as this reduces his/her 

credibility 

 Representatives must be responsible for the maintenance of books, 

reporting and auditing. 

 

TRAINING RELATED 

 

 Attendance: All the members should be present during training. Book 

writers and representatives also should attend training specifically 

designed for them. 

 Summary of the training topics should be reviewed in the SAG 

meetings. 
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OWNERSHIP 

 

Members’ participation in and ownership of development programmes 

should be ensured. 

 

CREDIT-PLUS 

 

The SAG is not only concerned with savings and credit but also seeks to 

involve itself in issues of health, education, justice, gender equality, 

environment, community development, etc. Each SAG comes up with its 

own priorities for credit plus. 

 

SANCTIONS: 

 

 SAG members list out sanctions for deviations from the rules and 

regulations of the group and cases when exceptions wi II be made. 

Sanctions are necessary to ensure that group members do not take rules 

lightly.  

 Sanctions are also imposed on members violating social norms that the 

group might have framed, e.g. against drinking or not sending one's 

daughter to school, against receiving or giving dowry , not owning toilets 

at home. 

 How will members ensure that sanctions are imposed without resulting in 

bad blood or people leaving the group? This must be discussed before 

sanctions are brought into practice. 
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Chapter—2 
 

Managing Finance 
 

 

1.  The majority of the urban poor work at the lower end of the informal sector as 

hawkers, manual workers, and home-based producers. Their credit requirements 

often arise from uncertain earnings and consequent disruptions in cash flow, 

medical expenses and other household needs.  Traditionally, banks have not 

provided financial services, such as loans, to clients with little or no cash income. 

Most poor people have few assets that can be secured by a bank as collateral. 

Even if they happen to own land in the developing world, they may not have 

effective title to it. This means that the bank will have little recourse against 

defaulting borrowers. 

 

1.1.  Because of these difficulties, when poor people borrow they often rely on 

relatives or a local moneylender, whose interest rates can be very high. 

Sometimes these systems are fraught with high risk and subject to high interest 

rates, but people still depend on them for a number of reasons including trust, 

speed and flexibility.  Moneylenders usually charge higher rates to poorer 

borrowers than to less poor ones. While moneylenders are often demonized and 

accused of usury, their services are convenient and fast, and they can be very 

flexible when borrowers run into problems.  The poor is thus entangled in a vicious 

cycle leading to further poverty. 

 

1.2. The strength of SAGs lies in their ability to save, lend their own funds and 

later leverage their funds to borrow from mainstream financial institutions like 

banks, microfinance institutions and cooperatives. It is essential that SAGs are 

familiar with financial services provided by mainstream financial institutions like 

banks and insurance companies.  They should know the importance of savings, 

lending borrowing and risk management (including Insurance and group collateral). 

 

 

Prepared by: Vinod Jindal, Jt. Director, ISTM  
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