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ABSTRACT 

 A Self-Help Group (SHG) is a small economically homogenous affinity group of 10 

to 20 persons who come together to save small amounts regularly, mutually agree to 

contribute to a common fund, have collective decision making, or resolve conflicts through 

collective leadership and mutual discussion. The majority of population of the study area 

resides in the rural areas out of which 57,436 households are classified as BPL as per 2011 

Census. So the SHG’s main objective is to improve the economic condition of the rural poor 

by participation and performing different activities related to economic improvement. The 

number of SHGs so formed in Darjeeling Hills has reached up to 3995 groups in 2011 -12. 

This paper makes an effort to study the formation of Self-Help Groups in Darjeeling Hills of 

West Bengal and their issues for economic and rural development. 

The overall findings of the study suggest that SHGs has significantly improved the access to 

financial services for the rural poor and has considerable positive impact on the socio-

economic conditions and the reduction of poverty of SHG members and their households. 

The study concludes that the Self-Help Group is a programme which is able to reach the 

vulnerable poor at affordable cost and can help the poor become self employed. It also 

depicts that rural women after joining group they access or enjoy all kind of social amenities 

like medical facilities, water supply services, schools for children, and there is increase in 

their self-confidence, communication skill, decision-making skill and transport facilities. 

 

KEYWORDS: Self-Help Group, Rural Development, Formation & Composition, Gram Panchayat  

 

INTRODUCTION 

 In India, Self-Help Groups or SHGs represent a unique approach to financial 

intermediation. The approach combines access to low-cost financial services with a process 

of self management and development for the women who are SHG members. SHGs are 

formed and supported usually by NGOs or (increasingly) by Government agencies. Linked 

not only to banks but also to wider development programmes, SHGs are seen to confer many 

benefits, both economic and social. SHGs enable women to grow their savings and to access 
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the credit which banks are increasingly willing to lend. SHGs can also be community 

platforms from which women become active in village affairs, stand for local election or take 

action to address social or community issues (the abuse of women, alcohol, the dowry 

system, schools, water supply etc). 

The Self-Help Groups (SHGs) Guiding Principle stresses on organizing the rural poor into 

small groups through a process of social mobilization, training and providing bank credit and 

government subsidy. The SHGs are to be drawn from the BPL list approved by the Gram 

Sabha wherein about ten persons are selected, one each from a family and focus on the skill 

development training based on the local requirement. The SHG movement has gathered pace 

in countryside and is directly or indirectly contributing towards the economic development of 

rural areas. This article throws light on forming self help groups in rural areas as well as its 

effect on the rural economy.  

 

STUDY AREA 

 The area chosen for study has been delineated as cultural region where the elements in 

the landscape are closely interrelated. Darjeeling is the northernmost district of the frontiers 

state of West Bengal, consists of four sub-divisions. These are Darjeeling Sadar, Kurseong, 

Kalimpong and Siliguri. Darjeeling Hills have first three sub-divisions, which are considered 

for the study area having 342 villages & 4 municipal towns, with the total area of 2477.83 Sq. 

kms. Darjeeling Hills consist of eight Community Development Blocks or C.D. Blocks with 

112 Gram Panchayat which include 311 inhabited villages and 31 uninhabited villages. The 

total population of the study area during 2001 is 790591 persons, of which 5,75,940 persons 

are rural and 2,14,651 persons are urban. This hilly region is bordered by Sikkim in the north, 

Bhutan in the northeast, Nepal in the west and Siliguri Sub-Division and Jalpaiguri District in 

the south. 
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OBJECTIVES OF THE SYUDY 

(i) To examine the formation & composition of SHGs for the development of rural 

economy 

(ii) To study the importance & role of SHGs for rural development in the study area. 

(iii) To highlight the impact of SHGs & how the member are getting benefit from it. 

 

DATA BASE & METHODOLOGY 

  Darjeeling and Block office for analysis. Mostly secondary data analysis from the 

Darjeeling District Rural Development Cell was also carried out to study the impact of socio-

economic development. Interviews with some of the SHGs were carried out for ground 

truthing and other information for the study. Observations were also made based on 

discussions with various officials of the Block as well as some of the NGOs who are involved 

in the implementation of the programme. 

 

NEED AND IMPORTANCE OF SELF-HELP GROUP 

 Self help groups are necessary to overcome exploitation, create confidence for the 

economic self-reliance of rural people, particularly among women who are mostly invisible 

in the social structure. These groups enable them to come together for common objective and 

gain strength from each other to deal with exploitation, which they are facing in several 

forms. A group becomes the basis for action and change. It also helps buildings of 

relationship for mutual trust between the promoting organization and the rural poor through 

constant contact and genuine efforts. Self help groups plays an important role in 

differentiating between consumer credit and production credit, analyzing the credit system for 

its implication and changes in economy, culture and social position of the target groups, 

providing easy access to credit and facilitating group/organization for effective control, 

ensuring repayments and continuity through group dynamics; setting visible norms for 

interest rates, repayment schedules, gestation period, extension, writing of bad debts; and 

assisting group members in getting access to the formal credit institutions. Thus, self help 

group disburses microcredit to the rural women for the purpose of making them enterprising 

women and encouraging them to enter into entrepreneurial activities. Credit needs of the rural 

and urban poor women are fulfilled totally through the SHGs. SHGs enhance equality of 

status of women as participation, decision-makers and beneficiaries in the democratic, 

economic, social and cultural spheres of life. 
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The rural poor are in-capacitated due to various reasons such as; most of them are socially 

backward, illiterate, with low motivation and poor economic base. Individually, a poor is not 

weak in socio-economic term but also lacks access to the knowledge and information, which 

are the most important components of today's development process.   

 

CHARACTERISTICS OF A GOOD SELF-HELP GROUP: 

Well-functioning SHG should have the following structural features: 

 An ideal SHG comprises 10-20 members. 

 All the members should belong to the same socio-economic strata of society 

specifically poor. 

 Group should have strong bond of affinity. 

 Rotational leadership should be encouraged for distribution of power and to provide 

leadership opportunities to all the members. 

 Members should attend meetings, save and participate in all activities voluntarily. 

 To provide gainful employment and to involve the poor in productive activities. 

 An SHG should be socially viable institution. 

 The procedure of decision-making in SHG should be democratic in nature. 

 It should be non-partisan in nature. 

 The group is frames rules and regulations which are required for its effective 

functioning. 

 To involve women in decision making and to promote leadership qualities among them. 

 

FORMATION & COMPOSITION OF SHGs:  

 The ideal size of SHG is 10-20 members. A smaller size is preferred because in a big 

group members cannot participate actively. The group may or may not be registered. Only 

one person from one family can become member of a SHG. A group of either men or women 

is formed. A mixed group is generally not preferred. It is important that the members have a 

common social and financial background. For example, the group should be of farmers, 

artisans, craftsmen, housemaids, mill workers, BPL family etc. The advantage of a 

homogeneous group is that members can interact freely. Following could be some of 

common factors for membership of SHG: 

1. Women/men from poor households 

2. Those with dry land holding not more than 2 acres 
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3. Having no access to safe drinking water 

4.  Having illiterate adults in family 

5. Presence of alcoholic or drug addict or a person with prolonged illness in the family 

6. SC or ST families 

The main objective of SHGs concept is to improve the economic development of women and 

create facilitating environment for their social transformation in the lift of gender 

discrimination in work and the household through a process of social mobilization, their 

training and capacity building along with the provision of income-generating assets through a 

mix of bank credit and government subsidy. 

The formation of SHGs is based on the notion that people will come together and save on 

equal terms. But, in practice the economically more advantaged group have power over the 

other due to their status. The next step, once the SHG is formed, is the bank linkage. In letter 

the SHG should have minimum fuss while opening accounts but banks easily accessible to 

rural communities are the most inaccessible to open accounts. The geography of the hills 

does not facilitate easy access to banks. In many cases the rural banks are not aware of SHGs. 

TABLE: 1 

        Block Wise Group Formation since 2003-11 

Name of C.D.Block 
Group Formation 

2003 2004 2005 2006 2007 2008 2009 2010 2011 Total 

Darjeeling-Pulbazaar 122 33 109 80 104 45 84 70 66 713 

Gorubathan 73 20 12 26 56 25 19 29 58 318 

Jorebungalow-Sukhiapokhari 132 18 18 26 39 23 42 33 86 417 

Kalimpong-I 114 47 60 151 88 46 25 18 74 623 

Kalimpong-II 154 26 144 26 39 18 40 56 111 614 

Kurseong 95 19 12 73 40 20 42 38 91 430 

Mirik 33 39 06 107 43 38 47 50 53 416 

Rangli-Rangliot 89 62 23 44 66 17 45 46 72 464 

Darjeeling Hills 812 264 384 533 475 232 344 340 611 3995 

        Source: DRDC, Darjeeling 

The SGSY was launched in 8 C.D. Blocks of Darjeeling Hills from April 2003. It was the 

first movement to address the livelihood issues of poorest of the poor with holistic approach. 

The Nodal agency was District Rural Development Cell supported by Block Development 

Office which initiated process in 112 Gram Panchayat in Darjeeling Hills. Capacity building 

exercise of Panchayat level workers was held simultaneously with workshop to directly 

sensitize the rural poor. As a result 812 SHG groups were formed in the first year with saving 

account in Nationalized Banks.  There was a drastic change in group formation from 2010-
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2011 in which 340 group were formed in 2010 and 611 group in 2011. Till 2013, about 3995 

SHGs were formed in Darjeeling Hills for the purpose of rural livelihood leading to rural 

development. 

SELF-HELP GROUPS FORMATION IN DARJEELING HILLS  

DURING 2003-2011 
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 Despite many obstacles and hindrance faced there is a steady growth of SHGs in 

Darjeeling Hills as it provided hope to many for self progress and scope to enhance their 

livelihood. The SHGs under SGSY had reached 3995 groups in 2011-12.    

TABLE: 2 

Composition of Self-Help Groups in Darjeeling Hills from 2003-2011 

Name of C.D. Blocks 

*Total 
Rural 

Population 

*Total No: 
of BPL 

Families 

Total No: 
of SHGs 

Total No: 
of Women 

SHGs 

Total No: 
of Male & 

Mixed 
SHGs 

Darjeeling-Pulbazar 126747 8277 713 373 340 

Gorubathan 39943 4388 318 195 123 

Jorebunglow-Sukiapokhri 113501 8409 417 224 193 

Kalimpong-I 74644 5557 623 283 340 

Kalimpong-II 65838 5345 614 318 296 

Kurseong 94337 7260 430 263 167 

Mirik 52529 5187 416 248 168 

Rangli-Rangliot 35107 13013 464 310 154 

Darjeeling Hills 602646 57436 3995 2214 1781 

          Source: *Census 2011 / DRDC, Darjeeling 
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This study has indicated that even though the members have joined the SHGs for various 

reasons, all of them have one common goal, which is seeking a better standard of living via a 

better organization that works for their benefits. But the composition of SHGs varies from 

one Block to other due to heterogeneous nature of community and different identical ecology. 

The majority of population resides in the rural areas out of which almost 57,436 households 

are classified as BPL in 2011.  

 

Out of a total of 8277 BPL families in the 23 Gram Panchayat of Darjeeling-Pulbazar Block, 

the probable number of SHGs to be formed taking 10 members in each SHG comes to around 
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827 SHGs. Jorebunglow-Sukhiapokri Block has 16 Gram Panchayat with 417 total number of 

SHGs. The number of women SHGs is 224 which accounts only 53% of the total SHGs. The 

total number of SHGs in Kalimpong-I Block is 623 in 18 Gram Panchayat and according to 

the BPL records the number of group formation has been saturated here. The number of 

women SHGs is 276 which is about 44% of the total SHGs. Kalimpong-II Block has 13 

Gram Panchayat with 614 SHGs, out of which 318 SHGs are women SHGs. Hence 52% of 

the groups are women groups. Kurseong Block with 14 Gram Panchayat has 430 SHGs out of 

which 167 or 61% of SHGs are women SHGs. Women groups dominate over male and 

mixed groups in this block. But in Mirik Block with only 6 Gram Panchayat is the smallest 

Block of Darjeeling Hills which has 416 SHGs out of which 248 are women SHGs which 

make up 60% of the total SHGs. The high percentage of women groups in Mirik is mostly 

due to the groups in Chenga Panighatta Gram Panchayat which are mostly women groups. 

Rangli-Rangliot Block with 11 Gram Panchayat on the other hand had 464 SHGs with 310 

women SHGs which accounted for 67% of total SHGs. It can be said that the number of 

women groups was highest in Rangli- Rangliot Block according to the data obtained up to 2011-12. 

It is found that most of the members of SHGs are economically weak. Even though in the rest 

of the country the emphasis is more on the formation of female groups, in the Hills it has 

been found that there is prevalence of male as well as mixed groups along with the female 

groups. This is because of the gender parity in the Hills where women are treated equal to 

men on all fronts.  

The notion that SHGs are the only foundation for savings is a misnomer in the Darjeeling 

Hills. People of the Darjeeling Hills come under Samajs or traditional community based 

organizations. The Samajs have a system of membership savings, which is used for welfare 

activities. But in Darjeeling, the challenge is to use it for productive purposes as well as to 

use it as a pool to provide rural credit. But, since external interventions deny the existence of 

Samajs, SHGs today are formed as parallel bodies within the community. What is needed is 

the merger of the Samaj with the SHG ideology. This would enable the samaj to 

contextualize to today’s issues as they are welfare in orientation; gender, class, age biased 

with centralized power system in the hands of few. This would also contextualize SHGs to 

Darjeeling Hills. 

 

SHGS AND ITS IMPACT ON RURAL DEVELOPMENT: 

 Rural credit is an important tool for community economic development as it provides 

initial working capital for economic development. In Darjeeling, the District Rural 
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Development Cell is pursuing the concept of rural credit as a basis for community 

development and poverty reduction with the introduction of Swarnajayanti Gram Swarojgar 

Yojna (SGSY). SGSY works specifically with below poverty line self-help groups. The 

objective of Swarnjayanti Gram Swarozgar Yojana (SGSY) is to bring the assisted poor 

families; that is; the beneficiaries or Swarozgaris; above the poverty line by ensuring 

appreciable increase in income over a period of time. This objective is to be achieved by 

organizing the rural poor into SHGs through a process of social mobilization, their training 

and capacity building along with the provision of income-generating assets through a mix of 

bank credit and government subsidy. The main objective of SHG concept is to improve the 

economic development of women and create facilitating environment for their social 

transformation in the lift of gender discrimination in work and the household. 

In order to change the face of socio-economic scenario, micro enterprises and SHGs are 

playing significant role in the self-employment by raising the level of income and standard of 

living rural people. In this framework, one of the most vital aspects of rural self employment 

is the formation of SHGs which is a valuable investment in human capital through training 

and capacity building measures. From dairy to mechanised farming, weaving, poultry, food 

processing units, mushroom cultivation; Rural India has been busy setting up micro-

enterprises by forming SHGs. The group members use collective wisdom and peer pressure 

to ensure appropriate use of fund and its timely repayment. These are informal groups in 

nature where members come together towards collective action for common cause. The 

common need is meeting their emergent economic needs without depending on external help. 

SHG movement is supposed to build economic self reliance of rural poor, overcome misuse 

and create confidence predominantly among women who are mostly unseen in the social structure. 

 The study reveals that the programme is able to touch more than 60% BPL families of 

Darjeeling Hills. Most of them are able to address the poverty situation that they are in. Even 

though they are not able to rise beyond due to certain factors they are able to access credit to 

undertake economic activities and also to meet up their emergency need.  

The purchasing capacity of each member of the group has significantly been increased after 

the formation of the groups. Now most of the SHG buys necessities like food items in the 

whole sale collectively for the members and are able to buy more and at a lower retail price. 

The skills they had was mostly traditional but with SGSY offering them scope to enhance 

their skills through different training programmes, it has helped them to approach their 

vocation systematically. After joining the SHG the members have improved their status in 

family, become helpful in family finance and sometimes helped others too. The expectations 
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of the SHG have been focused mainly on improving the financial strength of the rural poor by 

providing easy access to savings and credit besides enhancement of their economic means of 

livelihood.  

 

CONCLUSION 

 Hence the formation of SHGs in Darjeeling Hills is helping the rural poor to reduce 

their poverty but still fails to reduce their vulnerability. Proper co-ordination of group 

members is helping them to improve the gradation of the group, which ultimately helps them 

to get greater amount of credit for investment in different income generating activities, which 

ultimately help the members and their families to increase their income. It can be expected 

that within next few years most of the members can also reduce their poverty as well as 

vulnerability after taking greater amount of credit from their groups and investing that in 

medium size enterprises, which can also help her to earn more regularly. Today, most of the 

poor families in Darjeeling Hills joined SHGs especially in the rural areas for seeking Self 

employment,  to increase their  income level, for better standard of living, for women 

empowerment,  due to poverty alleviation & for self reliance & to spend respectful life in the 

society. As already discussed that SHG formation has gained a huge momentum – the 

numbers are increasing day by day. The SHG members are changing for better in terms of 

economic, social and political benefits. However, there has to be a constant effort that SHGs 

are facilitated properly to reap the economic benefits along with household welfare and 

community benefits. The overall findings of the study suggest that formation of SHGs has 

significantly improved for the rural poor and has considerable positive impact on the socio-

economic conditions and the reduction of poverty of SHG members and their households in 

Darjeeling Hills. Many development practitioners have gone beyond just savings and credit 

and today the savings and credit in the SHG is just an entry point for the practitioners to 

initiate community development programmes. Many a times SHG’s are involved in 

community analysis, problem identification and solving. Thus, it creates an environment of 

community building a true grass roots level organisation. 
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