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SECTION-V

GRADING OF SELF HELP GROUPS 
APMAS believes grading to be a tool for creating desire in members of SHGs and federations, to live up to high standards of performance. For members to want improved performance, they need first to be conscious of good performance standards, to take cognisance of where their SHG/federation stands vis-à-vis these standards, and finally to seek assistance for improved performance. Simultaneously, banks are expected to use grading tools to make decisions on whether or not to provide financial assistance to SHGs. This section deals with grading of SHGs for bank linkage, member awareness on SHG grading, and on results of grading carried out by the study team. 

5.1 Grading Tools
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National Agricultural Bank for Rural Development (NABARD) has evolved and prescribed certain procedures to assess the quality/performance of SHGs, based on which they could be provided financial assistance. Critical Rating Index (CRI) is one such tool promoted by NABARD. Many banks appear to have their own assessment procedures to gauge SHG performance/quality before providing them with financial assistance. District Rural Development Authority (DRDA) assesses SHGs with the help of animators, to know the quality of groups for various purposes such as bank-linkage, capacity building, revival of groups, etc. 

Banks appeared to assess SHGs through multiple means such as verification of savings pattern (84.5%), judgment on worthiness of purpose for which loan was being sought (68.8%), verification of SHG records (75.5%), review of internal lending (56.5%), utilization of matching grant (27.5%), and quantum of other external loans (10%). Banks also gathered information about SHGs through villagers (2.3%), and made enquiries regarding previous loan history (8%), to triangulate the information collected from the group, to assess group functioning, and the repaying capacity of the SHG members. 

Even though banks were not using any prescribed format for appraisal, the information collected through different sources covered a majority of the financial aspects in the Critical Rating Index. If a group fulfilled the financial norms, a loan was made available, and orientation was provided on areas needing improved performance, during pre and post linkage meetings - at the time of sanctioning and disbursement of loan.

The argument of the banks was that if they followed the CRI strictly they would not be able to achieve even 50% of the targets set for them. Though pre and post monitoring of groups by banks was uncommon, bankers obtain regular information about the SHGs, from animators, villagers, and account holders of that village, and the Mandal Development Officer.
5.2
Member Awareness on Grading

Data was collected from the SHGs about their awareness of grading/appraisal and agencies involved. Two-thirds of the SHGs reported awareness of grading of SHGs and of agencies that engaged in grading. Given that all the SHGs covered in the study were bank borrowers, it was surprising that a third of the SHGs claimed ignorance of grading/appraisal processes. 

Table-5.1: Awareness about Grading of SHGs

	S. No.
	Awareness
	Frequency
	Percentage

	1
	Yes
	268
	67.00

	2
	Don’t know
	132
	33.00

	Total
	400
	100.00


When asked whether they were aware of the actual grade of their SHG, 22% of the SHGs reported that they had been placed in ‘A’ grade, 5.25% said that they had been given a ‘B’ grade, 1 SHG expressed awareness of having been given a ‘C’ grade, while 290 SHGs (nearly 73%) expressed ignorance of their grade. The last could stem from a sense of shame in such SHGs as had a poor rating, or, it could be that the assessing agencies had not used grading merely as a formality for lending purposes, and had not converted the exercise of grading into a desire among the SHGs for improved performance. At any rate, it was surprising that SHGs with low grades, too, had been financed. 

Table-5.2: Grades of SHGs

	S. No.
	Grade
	Frequency
	Percentage

	1
	'A'
	88
	22.00

	2
	'B'
	21
	5.25

	3
	'C'
	1
	0.25

	4
	Don’t know
	290
	72.5

	Total
	400
	100.00


5.3 Grading Agencies

Members were asked if their SHGs had been graded prior to bank linkage, and if so, by which agency. Around 44% of SHGs expressed ignorance about any such grading of their SHG.  A third of the SHGs reported that DRDA had assessed them before they received bank loans. Around 14% reported that banks themselves had graded them before lending them money. SHGs reported grading by other agencies in the remaining cases. DRDA appeared to have played a crucial role in enabling bank linkages. Lack of knowledge in members about the grading of their SHG could be either because they were not involved, or because grading had indeed not taken place. In either case, there appeared to be some negligence on this count.

Table-5.3: Grading Agencies

	S. No.
	Awareness
	Frequency
	Percent

	1
	Don’t know
	177
	44.25

	2
	DRDA
	133
	33.25

	3
	Bankers
	54
	13.50

	4
	Velugu project
	9
	2.25

	5
	NGO
	8
	2.00

	6
	Others
	19
	4.75

	Total
	400
	100.00


5.4
Grading of SHGs by Study Team (Based on Critical Rating Index)
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The Research Team administered the Critical Rating Index tool, which was developed by NABARD to know the quality of the bank-linked groups. Ratings were based on the responses of the majority of group members. As books and records were not easily available, and, as they were not always up to date when available, the research team chose to use FGI with SHG members to assess the quality of t he SHG. 

The application of CRI tool in this manner resulted in 66% of the 400 SHGs achieving ‘A’ grade, 26.25% getting a ‘B’ grade, and 7.75% a ‘C’ grade. The performance of the groups evaluated on the basis of CRI is presented in annexure-7. Various components carried different weights.

Annexure-7 indicates average performance, on the whole, of SHGs linked to banks, with regard to group homogeneity, awareness of governance issues, conduct of and attendance in meetings, with around half of the SHGs performing well on most of these fronts. An area of concern was that around a fifth of the bank-linked SHGs were not holding regular meetings, and a similar number (possibly related to the same SHGs) did not have regular attendance.  

On financial matters, however, on several counts, especially regularity of savings and loan repayment behaviour, a substantial percentage of SHGs fared well. Areas of concern were the conduct of financial transactions outside meetings in about a fifth of the SHGs, low turnover of funds, despite an average age of 4.7  years, absence of member-wise financial particulars. During FGDs many women expressed difficulties in attending meetings due to tasks of cooking, fetching of water, preparing the children for school, milking of animals, supplying of milk to the dairy, physical stress and daily wage or agricultural work during the day time. 

5.5
Grade and Other Variables

An attempt was made to correlate the grade of SHGs with their age, distance from bank, receipt of revolving fund and so on. Where nearly 75% of 1-year old SHGs were in grade ‘A’, the numbers of SHGs in grade ‘A’ appeared to dwindle as the SHGs aged, and in 7th-8th year, once again, 75% of SHGs were in ‘A’ category. However, among SHGs that were 9 years and older, only 60% were in grade ‘A’. What was also disturbing was that the older the SHGs the more the numbers of them in grade ‘C’. 

Table-5.4: Age-wise grades of bank linked SHGs
	Grade
	Age in years
	Total SHGs

	
	1-2 
	3-4 
	5-6 
	7-8 
	9 & >9 
	

	A
	74.36
	65.89
	56.94
	74.55
	60.00
	66.00

	B
	20.51
	28.97
	30.56
	14.55
	25.00
	26.25

	C
	5.13
	5.14
	12.50
	10.91
	15.00
	7.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


The figures in the following table indicate the percentage of SHGs in each district in various grades.  The best SHGs appear to be in Chittoor district, with 82% of them in grade ‘A’, and the worst in Prakasam with 46% in grade ‘A’ and a high 14% in grade ‘C’. Mahbubnagar district with its high investment in capacity building and support services from SHPIs ought to have had a much higher percent of grade ‘A’ SHGs than it actually had (58%). Paradoxically, the very high investment which has gone into the SHG movement in the district could itself be a cause for the lower number of grade ‘A’ groups – external assistance could have overwhelmed local initiative.  

Table-5.5: District-wise grades of bank linked SHGs
	Grade
	Districts
	Total SHGs

	
	EG
	Pra
	Viz
	Chi
	Kur
	Mah
	Niz
	War
	

	A
	64.00
	46.00
	58.00
	82.00
	68.00
	58.00
	76.00
	76.00
	66.00

	B
	28.00
	40.00
	34.00
	16.00
	22.00
	36.00
	18.00
	16.00
	26.25

	C
	8.00
	14.00
	8.00
	2.00
	10.00
	6.00
	6.00
	8.00
	7.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Bank linkage was expected to improve SHG performance, as the assumption was that banks would provide more than credit to the SHGs that they financed. Demand for increased accountability by banks, combined with necessary support and systems from them, was expected to result in SHGs becoming increasingly professional as a result of their association with banks. Of SHGs which had been linked to banks just once for loans, only 57% were in grade ‘A’. This percentage increased with repeat loans, till it reached 91% with the 3rd loan. Thereafter, however, at the 4th loan, there was a significant reduction in performance, with only 83% in grade ‘A’.  

Table-5.6: Grade of bank linked SHGs and no. of linkages
	Grade
	No. of linkages
	Total SHGs

	
	1st
	2nd`
	3rd
	4th & 5th 
	

	A
	57.21
	68.99
	91.11
	83.33
	66.00

	B
	33.65
	22.48
	8.89
	11.11
	26.25

	C
	9.13
	8.53
	--
	5.56
	7.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00


5.6
Learnings

a. The exercise of grading serves 3 purposes – one, it helps a support agency decide whether or not to extend support; then, it helps the agency identify the form and quantity of support to be provided; and finally, it enables the assessed group to take cognisance of its strengths and weaknesses, and to choose to improve its own performance. It appeared from this study that none of these purposes was being fulfilled effectively. Assessing agencies and SHGs need to take the exercise of grading to logical conclusions.

b. SHGs, in particular, need to be helped to define performance standards for themselves, so that they internalise self-assessment processes and practices, and are provided with the capabilities required to reach those performance standards.

c. SHGs might perform in cycles, and this needs further exploration. While there were several grade ‘A’ SHGs in year 1, the percentages decreased with years, and from the 7th year onwards, the cycle was perhaps repeated. 

d. In contrast with age, SHG performance appeared to improve with repeat loans, till a point when, as if in a cycle, the performance deteriorated. Keeping drop-out in membership also in view, it might be necessary to ascertain whether there is indeed a cycle of good and not-so-good performance, and if there indeed is, to identify causes and work towards addressing them.  

e. Districts need to learn from one another on strategies used and practices adopted for best results in SHG performance. 













































































































PAGE  
Grading of Self Help Groups

