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Ref.No. NB. MCID /H- 1006 / Promotional Grant Dormant SHG(Policy) / 2013-14

Circular No.25i1 /mCID- |6 /2013

29 November 2013

The Chairman/ Managing Director/
Chief Executive Officer

All Scheduled Commercial Banks /
Regional Rural Banks / State Cooperative
Banks

Dear Sir,

Incentive Scheme for Tracking and Revival
of Dormant SHGs '

As you are aware, NABARD has been

encouraging various partner agencies/
NGOs (SHPIs-Self Help Promotional
Institutions) with promotional grant

support to promote, nurture and credit

link SHGs with banks. Of late, we have’

been  receiving  suggestions  from
stakeholders, for extending NABARD
support for tracking and revival of

dormant SHGs. Accordingly, it has been
decided to introduce an incentive scheme
for tracking and revival of dormant SHGs
on a selective basis.

2. It has been observed that continuous
hand-holding of SHGs is essential to
improve their quality, which could result
in higher loans, better repayments and
~improved margins for the banks.
Therefore, banks may identify dormant
SHGs in its books and engage the services
of either the SHPI which has promoted the
SHGs or other quality NGOs that could
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serve as Business Facilitators, leaders of
well functioning SHGs, or bank’s Business
Correspondent with adequate knowledge
of the subject for revival of dormant SHGs.

3. NABARD would provide promotional
grant assistance upto Rs.3000/- per SHG
revived as incentive to banks. Banks may
engage the services of above mentioned
agencies / SHG members in the local
region for implementation of the revival
plan and share the incentive available
from NABARD on mutually agreed terms.

4. The incentive scheme would be
operational for a limited period only.

5. The details of the incentive scheme
(Annexure | and 1), along with application
formats and claim forms (Annexure Ill and
IV) are enclosed.

6. Please acknowledge receipt of this
circular.

Yours faithfully

—_—

———

(Dr. B. S. Suran)
Chief General Manager

Encls.: As above.
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®
Endt.no. NB.MCID/ H-1006@A) / Promotional Grant Dormant SHG(Policy) / 2013-14 of date@

Copy together with enclosures forwarded for information and necessary action to:

[

1.The Secretary to the Government of India, Ministry of Finance, Department of Financial Services,
Jeevan Deep Building, Parliament Street, New Delhi 110 001.

2.The Secretary to the Government of India, Ministry of Rural Development, Krishi Bhavan, New
Delhi 110 001.

3.The Director, National Rural Livelihood Mission (NRLM), Ministry of Rural Development,
Government of India 6th Floor, Hotel Samrat, Kautilya Marg, Chanakyapuri, New Delhi -
110021

4 The Secretary to the Government of India, Ministry of Agriculture, Krishi Bhavan, Dr. Rajendra
Prasad Road, New Delhi 110 001.

5.The Chief General Manager, Rural Planning and Credit Department, Central Office, 10th Floor,
Central Building, P.B No. 10014, Mumbai - 400 001.

6.The Chairman, Indian Banks’ Association, Stadium House, 6th Floor, Block 3, Veer Nariman Road,
Mumbai - 400 020.

7 The Chief General Manager/General Manager/Officer-in-Charge, NABARD, Regional Office.
8.The Chief General Manager, NABARD, All Head Office Departments, Mumbai.

9.The Principal, College of Agricultural Banking, Pune.

10.The Director, Bankers’ Institute of Rural Development (Society), Lucknow.

11.The Officer-in-Charge, Bankers’ Institute of Rural Development, Mangalore/Bolpur.
12.The EA to Chairman, NABARD, Head Office, Mumbai

13.The EA to Executive Director, NABARD, Head Office, Mumbai.

(Krishna)
Dy. General Manager
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Annexure |

Incentive Scheme for tracking and revival of dormant SHGs

1 Why the
scheme

The phenomenal growth of SHG — Bank Linkage Programme (SHG-BLP) has
brought with it issues like inactive groups and dormancy in SHG
functioning. Most of the SHG formation activities have been supported
under specific project with defined project periods. Lack of support by
promoting agencies / individuals after the project period has often led to
dormancy and inactiveness in these SHGs supported. While, there are no
explicit data to indicate how many SHGs are dormant, sample studies have
mapped the extent of dormancy in certain cases. Further, various
stakeholders have also voiced the need to chalk out a suitable approach to
address the issue of revival of these dormant SHGs.

SHG level
dormancy

Indicators of

The factors suggestive of inactiveness are; irregular conduct of SHG level
meetings, low attendance in meetings, irregular savings by members, non-
operation of savings account with the bank, arrears in writing of the books
of accounts, client drop outs, defaults by members in repayment of loans
availed from groups’ corpus/bank loans availed through the group etc.

3 Reasons
SHG
dormancy

for
level

Dormancy in SHG could be due to lack of affinity/homogeneity of members
forming the SHG, domination of the group by a few members leading to
other members becoming inactive or disinclined, non-rotation of
leadership, conflict among members, lack of managerial capacity of
members, non-receipt of loan requested by members, non-availability of
bank linkages and consequent lack of motivation to continue.

The real reason for these could be due to inadequate nurturing, hand
holding by the SHG promoting institution (SHPI), SHPI withdrawing from
the area without alternate arrangement, closure of SHPI project before
groups’ ‘sustainability, members . dropping out of the group due to
migration, marriage, ill health, death etc.




Approach

Approach to revival of dormant SHGs would be a bank-led initiative so as
to ensure continuance of banking support to dormant SHGs, after the
revival. 6

For the purposes of revival, dormant groups could be categorised into
three types;

(1) SHGs which are dormant for over six months before credit linkage with
the banks

(2) SHGs which are dormant for one year or more after fully clearing
outstanding bank loan (non renewal of bank loan due to dormancy of
SHG for one year or more)

(3) SHGs which are dormant with outstanding NPA loan (NPA for six
months or more).

Dormancy could be due to SHGs not following the “Panchasutras” with
Irregular meetings or no meetings, low attendance in the meetings, no
regular savings by the members, dormancy in bank operations, arrears in
writing of the books of accounts, significant defaults by members in
repayment of, loans availed from groups’ corpus/bank loans availed
through the group, or even embezzlement of loans by group members/
leaders etc. For the purposes of quantification of the foregoing parameters
of dormancy, the following is suggested:

(a) Irregular meetings — not even once in every month for the last 6
months, (b) No meetings in the last 6 months or more (c) low attendance
in the meetings — average attendance of members in group meetings less
than 25%, (d) no regular savings — less than 25% of members saving
regularly, (e). dormancy in.savings bank operations — no operation ( credit
or debit other tha'n'crédifing of periodic interest or debiting of service
charges) in S/B account of SHG in the last 6 months (f) arrears in writing of
the books of accounts — more than 6 months.

Some-essentials
steps in the
revival plan of
dormant SHGs

1. Bank branches need to first track dormant SHGs in its books
(savings / credit linked) and their area of operation.

2. Bank branches need to identify branch wise / village-wise number
of dormant SHGs belonging to different categories ( indicating the
key reason for dormancy)

3. Banks may identify the dormant SHGs in its books and engage the
services of either the SHPI which has promoted the SHGs, or other
quality NGOs that could serve as a Business facilitator, leaders of
well functioning SHGs or its own BC with adequate knowledge of
the subject for revival of the dormant SHGs.

Revival plan

The revival plan should interalia include identifying the key factors for
dormancy, capacity building, convincing and hand holding of SHG members




of inactive / dormant groups. Depending on the reasons for dormancy, it
should facilitate overcome the key constraints which interalia could
include, tracking the SHG/ its members, conflict resolution, L£apacity
building through counselling/training, facilitating group dynamics,
ensuring bank linkage operations, restoration/renewal of credit facilities
after revival, regularising the loan account on clearance of NPA and
renewal of credit facilities etc. Only few essentials requirements of the
revival plan are illustrated above and this is not a standardised format for
revival.

As rural banking and financial inclusion is largely guided by the stability of
the Intermediary like the SHPI/ BF/BC at a location and its continuous
engagement with clients, banks may leverage these partners for revival of
SHGs and ensure its client development process.

Exclusions
(ineligible)

The following types of SHGs which slipped into dormancy owing to not
following the basic tenets of SHGs or in geographies where specialised
programmes are on-going aiming at universal coverage of SHGs, or SHG
formation on a saturation mode may be excluded viz;
e SHG formed without ensuring affinity amongst its members / SHG
formed with members not from the same neighbourhood
e Revival of SHGs where more than 50 % of its members are not keen
or have joined other SHGs or dropped out
e Revival of SHGs in 150 WSHG districts and blocks where NRLM roll
out is complete.

Eligible
institutions for
seeking the
incentive.

Commercial banks, RRBs, and DCCBs (PACs) would be eligible for NABARD's
grant assistance / incentive for revival of dormant groups. Commercial
banks may submit proposals to NABARD Regional Office through their
controlling offices. RRBs and DCCBs (including PACs) may submit proposals
to NABARD Regional Office through their Head Office.

NABARD
incentive Grant
Assistance for
revival.

NABARD would provide grant assistance for revival and credit linkage of
dormant SHGS at the rate of Rs.3 ODO/ per SHG revived.

Grant assistance would' be released .on completion of benchmark activity
based on the recommendations of PrOJect Implementation & Monitoring
Committee (PIMC) [specially constituted for the purpose consisting of the
DDM/Representative of Regional office of NABARD, Bank branch
representative and LDM wherever needed]. The release pattern for the
incentive will be in 2 instalments for different categories as specified in the
annexure Il. Application format and claim forms are specified in Annexure
[l and IV.

NABARD would support training interventions and incentivisation of the
agency / BC/BF/ individual as envisaged under the scheme. NABARD
would make payment of incentives to the bank as a back-ended incentive.
The banks may utilise the incentive available from NABARD for payment to
the agency / individual contracted for the task.

10

Operational
period of the
scheme

Sanctions/approvals for the proposals received upto 31 March 2014 will be
considered on a selective basis.
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Annexure Il

1.Grant assistance for revival of groups, which are dormant for 06 months or more.

Instalment Bench mark activity to be completed. Amount of grant
No assistance
1 On credit linking of the groups by the bank, on removing the | 1,500=00
dormancy
(on sanction and disbursement of CC loan / term loan to the
group). Minimum loan amount of Rs.50000/- per SHG.
2 -One year after release of 1% instalment of grant support. 1,500=00

-Towards Handholding support, provided the loan account of
the group is regular & SHG following 'Panchasutras’ ( i.e.
Regular meetings; Regular savings; Regular inter-loaning;
Timely repayment; and Up-to date books of accounts)

2. Groups, which are dormant after credit linkage

Grant assistance for revival of groups which are dormant for one year or more after fully clearing
outstanding bank loan (non renewal of bank loan due to dormancy of SHG for one year or more)

Instalment | Bench mark activity to be completed Amount of grant
No assistance
1 -Sanction and release of new loan to the group on removing | 1,500=00
the dormancy by the bank
-(on sanction and disbursement of CC loan / term loan).
Minimum loan amount of Rs.50000/- per SHG
2 -One year after release of 1™ instalment of grant support. 1,500=00
-Towards Handholding support, provided the group loan
account is regular and following 'Panchasutras’.

3. Grant assistance for revival of SHGs which are dormant with outstanding NPA loan (NPA for 6

months or more).

Instalment
No

Bench mark activity to be completed

Amount of grant
assistance

-Closure of existing NPA loan account by the group on full
repayment & continue to be active for a minimum period of 3
months.

-Sanction and disbursement of new loan by the bank to the
group (on disbursement of CC loan / term loan) on removing
the dormancy. Minimum loan amount of Rs.50000/- per SHG

1,500=00

-One year after release of 1% instalment of grant support.
-towards Handholding support, provided the loan account is
regular and following 'Panchasutras’.

1,500=00
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