
WOMEN’S PARTICIPATION IN MICROFINANCE

A  CASE STUDY OF THE PROGRAM OF CHHIMEK

LAGHUBITTA BIKAS BNAK IN

BHARATPOKHARI, KASKI

Submitted by:

Rabi Chandra Timilsina

Prithivi Narayan Campus

T.U. Regd. No: 7-1-292-58-2002

Roll No: 177/064-65

A Thesis Submitted to:

Office of the Dean

Faculty of Management

Tribhuvan University

In partial fulfillment of the requirements for the degree of

Master of Business Studies (MBS)

Pokhara

March, 2014

W
O

M
EN

’S PA
R

TICIPA
TIO

N
 IN

 M
ICR

O
FIN

A
N

C
E

(A  CASE STUDY OF THE PROGRAM
 OF CHHIM

EK LAGHUBITTA BIKAS BNAK IN BHARATPOKHARI, KASKI) -R
abi Chandra Tim

ilsina
M

arch
, 2014



WOMEN’S PARTICIPATION IN MICROFINANCE

A  CASE STUDY OF THE PROGRAM OF CHHIMEK

LAGHUBITTA BIKAS BNAK IN

BHARATPOKHARI, KASKI

Submitted by:

Rabi Chandra Timilsina

Prithivi Narayan Campus

T.U. Regd. No: 7-1-292-58-2002

Roll No: 177/064-65

A Thesis Submitted to:

Office of the Dean

Faculty of Management

Tribhuvan University

In partial fulfillment of the requirements for the degree of

Master of Business Studies (MBS)

Pokhara

March, 2014



RECOMMENDATION

This is to certify that the thesis

Submitted by:

Rabi Chandra Timilsina

Entitled:

Women’s Participation in Microfinance

A Case Study of the Program of Chhimek Laghubitta Bikas Bank in

Bharatpokhari, Kaski

has been prepared as approved by this department in the prescribed format of the

faculty of management. This thesis is forwarded for examination.

Supervisor Head, Research Department

Dhaneshwar Rakhal Signature:

Signature:

Campus Chief

Signature:

Date:



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis

Submitted by:

Rabi Chandra Timilsina

Entitled:

Women’s Participation in Microfinance

A Case Study of the Program of Chhimek Laghubitta Bikas Bank in

Bharatpokhari, Kaski

and found the thesis to be the original work of the student and written according to the

prescribed format. We recommend the thesis to be accepted as partial fulfillment of

the requirements for the degree of

Master of Business Studies (MBS)

Viva-Voce Committee

Head, Research Department …………..…….……….……..………..…….

Member (Thesis Supervisor) …………..…….……….……..………..…….

Member (External Expert) …..…………………….…..……..……..……

….………………….……………..………….

Date: 2070/11/29



ACKNOWLEDGMENT

Micro Finance Investment in Nepal is recent phenomena. Their contributions in the

field of busting economy are yet to be seriously studied. The basic objectives of this

study are to analyze the range of capital investment in micro finance; evaluate the

position of existing credit, to measure the relationship between investment and

income and its contribution in the process of economic development in Kaski.

I am indebted to those who are directly or indirectly assisted me to make this study

worth full. A number of people who involved in Micro Finance Investment in Kaski,

Banker and Financial Institution and VDC members helped me in this endeavor from

their respective field by providing necessary information regarding Women’s

Participation in Micro-finance in Bharatpokhari VDC, Kaski.

My heartfelt gratitude goes to my respected thesis supervisor, Dhaneshwar Rakhal,

Faculty of Management Prithivi Narayan Campus Pokhara for his perpetual advice

and invaluable inspiration though out the study period.

I am very much grateful to my friends Mr. Saroj Raj Adhikari, Sanjaya Bhandari

Narayan Timilsina, and Mrs. Rupa Sigdel for the help of data collection and others.

I am thankful to my heartily family and my entire friend who directly of indirectly

supported me during my research. I am equally thankful for "Quick Computer

Service, Pokhara-1, Bagar" for word processing and type setting.

March, 2014 Rabi Chandra Timilsina

.



TABLE OF CONTENTS

Acknowledgement
List of Tables
List of Figures

Page
CHAPTER I: INTRODUCTION 1-6
1.1 Background of the Study 1
1.2 Statement of Problem 3
1.3 Objectives of the Study 3
1.4 Importance of the Study 5
1.5 Limitation of the Study 5
1.6 Organization of the Study 5

CHAPTER II: REVIEW OF LITERATURE 7-42
2.1 Conceptual Review 7
2.2 Review of Related Studies 33
2.3 Research Gap 42

CHAPTER III: RESEARCH METHODOLOGY 43-45
3.1 Research Design 43
3.2 Study Area 43
3.3 Population and Sample 43
3.4 Nature and Source of data 45
3.5 Data Collection Techniques 45
3.6 Method of Data Analysis 45

CHAPTER FOUR: IV 46-72

4.1 Introduction of Bharatpokhari VDC 46

4.2 Loan Disbursement and Utilization Conditions 47
4.3 Occupation and Income Level 55
4.4 Standard of Living 60
4.5 Perception of Users Groups 64
4.6 Sustainability of the Programme 67
4.7 Major Findings of the Study 69

CHAPTER FIVE: SUMMARY, CONCLUSIONS AND
RECOMMENDATIONS 70-76

5.1 Summary 71
5.2 Conclusions 71
5.3 Recommendations 73
5.4 Recommendations for Further Research 74

Bibliography
Appendix



LIST OF TABLES

Tables Page

2.1 Paid of Share Capitals and Registration Fees 19

3.1 List of Groups of Microcredit Programme for Women in

Bharatpokhari VDC 44

4.1 Sector Wise Investment in Different Years in Bharatpokhari VDC 48

4.2 Loan Disbursement to the Borrowers 50

4.3 Loan Size and Numbers of Borrowers 51

4.4 Loan Utilization Schedule of the Sample Women 53

4.5 Number of Women Misusing the Loan 54

4.6 Occupation of the Respondents before Borrowing 56

4.7. Occupation of the Respondents after Borrowing 57

4.8. Annual Income of the Borrowers Before and After the Program 59

4.9 Consumption Pattern of the People in Study Area 61

4.10 Clothing Pattern of the People in Study Area 62

4.11 Sheltering Pattern of the People in Study Area 64

4.12 Distribution of the Sampled Women with Respect to Age Group 65

4.13 Distribution of the Sampled Women with Respect to Educational Level  66

4.14 Response on Regularity Situation of Loan Repayment 68



LIST OF FIGURES

Figures Page

4.1 Sector wise total Investment in Five Years in Bharatpokhari VDC 49

4.2 Trend Line of Investment Over Five Years Period 49

4.3 Loan Disbursement to Sample Women (Rs in 000) 51

4.4 Loan Amount of Borrowers 52

4.5 Sector wise Loan Utilization 53

4.6 Causes of Misusing the Loan 55

4.7 Occupation of the Borrowers before Borrowing 56

4.8 Occupation of the Respondents after Borrowing 58

4.9 Annual Income Before and After the Program 59

4.10 Comparison of Consumption Pattern of People 61

4.11 Comparison of Clothing Pattern of People 63

4.12 Comparison of Sheltering Pattern of the People 64

4.13 Perception towards the Program across Age Group 66

4.14 Perception towards the Program across Age Group 67

4.15 Loan Repayment Schedule 68



LIST OF ABBREVIATIONS/ACRONYMS

AC Account Committee

ADB/N Agricultural Development Bank

CB Commercial Bank

CLBB Chhimek Laghubitta Bikas Kank

CMF Central for Microfinance

DDC District Development Committee

FINGO Financial Intermediary Non-government  Organization

FINGO Financial Intermediary Non-Government  Organization.

GA General Assembly

GO Government Origination

IBP Intensive Banking Programme

INGO International Non Government Organization

JTA Junior Technical Assistant

LDCS List of Development Countries

LDF Local Development Fund

MBS Master of Business Studies

MCPW Micro Credit Project for Women

MCPW Micro Credit Project for Women

MF Micro Finance

MFI Micro Finance Institutions

NGO Non Government Organization

NRB Nepal Rastra Bank

PCRW Production Credit For Woman

PSLP Priority Sector Lending Programmes

RMDC Rural Micro-Finance Development Centre

RSF Woman and Rural Self-Reliant Fund

RSRF Rural Self Reliance Fund



SACCO Saving and Credit Co-operatives.

SCG Saving and Credit Groups

SFCL Small Farmer Co-operatives

SFDB Small Farmer Development Bank

SFDP Small Farmers Development Programme

SFDP Small Farmer Development Programme

UN United Nation

UNDP United Nation Development Programme

VDC Village Development Committee



1

CHAPTER - I
INTRODUCTION

1.1 Background of the Study

Nepal a landlocked, largely mountains country is among the world’s 50 least

developing countries (LDCS). Sluggish economic growth, a low level of

industrialization, underdeveloped production structure with limited commodities to

export, high concentration of labors force in agriculture, etc are some of its

characteristics. As a result, the people are far behind the development, although,

Nepal is full of resources. But these resources are not being utilized. Some basic

infrastructure policies have not been well formulated and implemented to bring the

rural ultra-poor communities into the mainstream of development. Thus poverty

reduction rate of Nepal is low. The main reasons for this low poverty reduction rate

are: (i) low per capital income, (ii) concentrated urban growth, and (iii) high

population growth rate. Out of a population of 26.4 million, 25.16% are below the

poverty line. This is female 51.5% and male 48.5% (Central Bureau of Statistics,

2012). Most of the poor people live in rural areas and there is no enough opportunity

to do work and earn money. Micro-finance could help poor people who have no

collateral, but willingness to do some business activities from which he/she will

acquire employment as well as income.

Although many programmers have been implemented for poverty alleviation in

Nepal, only micro-finance programme is seen as poor targeted and rural based

women. The institutional micro credit in Nepal was first introduced in 1956 when

credit cooperatives were established in the Rapti dun, Chitwan District and then after

several multipurpose co-operatives were established in the country. These

cooperatives had played a very leading role to enhance the economic activities of

them faced financial and managerial problem. An important milestone was achieved

when the cooperatives Bank was established in 1968, later on converted into

Agricultural Development Bank (ADB/N). Poverty alleviation rural based

programmes were initiated through the small farmers development programmes

(SFDP) on a pilot test basis in 1975 by the ADB/N. The success of the pilot tests in
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Dhanusa and Nuwakot districts encouraged the policy makers to expand formal rural

based micro-finance programmes.

The SFDP is now being transformed into several autonomous, self-help organizations

called Small Farmers Cooperatives Limited, which are managed by farmers

themselves. Other micro-finance development programmes, such as Priority Sector

Lending Programmers (PSLP), Intensive Banking Programme (IBP), Production

Credit Project for Woman and Rural Self-Reliant Fund (RSF) have been

implemented. After studying the pros and cons of various microfinance development

programmers, government began to rethink the delivery mechanisms of micro-finance

(Bhattarai, 2061). Microfinance development programmers has been emerged as

major strategies that have been accepted the world over by governments and NGOs

alike. While Micro-credit facilitate to the poor has been quite successful in many

countries, the utilization of the credit for adequate income is a cause of concern for

most of the stakeholders of micro-credit programmers.

Micro-Credit Project for Women (MCPW) is a joint programmed of Nepal Sarkar

(Government of Nepal) and Asian Development Bank (ADB) since, 1994 is taken as

the first women development programme targeted for the women in Nepal. The ninth

plan and ongoing tenth plan have stressed on poverty alleviation as a prime goal .To

achieve this, specific programmers are focused on women. They include education,

health and income generating activities based on microfinance service. As social

mobilization is very much important for empowerment and human resource

development, microfinance activities are linked with other components of social

Development. Micro-finance is the provision of broad range of financial services to

low income clients, including self-employees. It includes both financial and social

intermediation. It is not simply banking but it is a development tool such as deposits,

loans, payments, money transfer and insurance to the poor and low-income

households and enterprises (ADB, 2000). Micro credit activities are similar with

micro financing activities (Mathema, 2008).

In Nepal, Rural Development Banks, Cooperatives Banks, International Non

Government Organizations and donor institutions-ADB, UNDP, JICA, European

Union, DANIDA, International Funds for Agriculture Development-through NGOs,

Local Governments and Nepal Government are rendering microfinance services. In

addition, informal institution such as Dhikuti Association, user groups, indigenous
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bankers and businessmen are providing microfinance services to low income

households, poor, and micro-enterprises (Baral, 2005).

1.2 Statement of the Problem

Nepal is facing challenge possessed by acute problems of poverty. Microfinance

institutions have succeeded in reaching the poorest of the poor by delivering

innovative strategies. These include the provision of small loans to poor people,

especially in rural areas, at full-cost interest rates, without collateral, that are

repayable in frequent installments. Borrowers are organized into groups, which

reduces the risk of default. These are also effective mechanisms through which to

disseminate valuable information on ways to improve the health, legal rights,

sanitation and other relevant concerns of the poor. Above all, many micro-credit

programmes have targeted one of the poorest people in society. Women who live in

households that own little or no assets are assisted by providing opportunities for self-

employment; many studies have concluded that these programmes have significantly

increased women's security, autonomy, self-confidence and status within the

household.

In many developing countries, overall interest rates charged by micro-lending

schemes are quite high when the risk premium is added. Many of these micro-

institutions claim a high rate of repayment. This is attributable to the informal

participatory structures, which create an atmosphere in which debtors respect their

obligations. While this phenomenon is certainly true of the better-run institutions, it is

not possible to verify whether this is a universal feature. There is little by way of

"global" research in this area, even though the literature on micro-credit has

proliferated in recent years. Although a large number of studies undertaken so far on

the impact of micro-credit programmes on household income show that participants

of such programmes usually have higher and more stable incomes than they did

before they joined the programmes. Some practitioners still have reservations about

the findings of those studies. Moreover, not many micro-credit programmes can

afford to undertake impact assessments because they are generally expensive and

time-consuming.  There   are serious   disagreements   among   experts   on   the

validity   of methodologies used in some of the published studies. There are limits to

the use of credit as an instrument for poverty eradication, including difficulties in
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identifying the poor and targeting credit to reach the poorest of the poor. Added to this

is the fact that many people, especially the poorest of the poor, are usually not in a

position to undertake an economic activity, partly because they lack business skills

and even the motivation for business.

Micro-credit programme carried out by Chhimek Laghubitta Bikas Bank is taken as

the target programme for this research. The aim of programme is to play the catalytic

role for the improvement of socio-economic status of poor and unemployed women

with keeping them in the centre of development process. Without making a detail and

depth study of the programme appropriate programme-model for women can’t be

identified and ideal plan for the future can't be formulated. With this circumstance the

proposed study will be reasonable and a researcher expects that the study on selected

topic will be able to solve the following research problems.

i) What are the loan disbursement and utilization condition of microfinance

users?

ii) What are the main occupations and income level of women involved in

microfinance program?

iii) How is microfinance program is affected the standard of living of the women?

iv) What are the perceptions of user groups towards the program?

1.3 Objectives of the Study

The objective of the study is to make assessment of women’s participation in micro-

finance programme in Bharatpokhari,V,D.C Kaski the specific objectives are:

i) To analyze the loan disbursement and utilization condition of microfinance

users.

ii) To find out the main occupations and income level of women involved in

microfinance program.

iii) To assess the standard of living of the women.

iv) To explore the perception of user groups towards the program.

1.4 Importance of the Study
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Nepal has been lunching a number of programmes in order to uplift the women's

participation in such a development endeavors but the expected result is not yet to be

realized. Thus women are remaining a disadvantaged group in our society. If we look

at the daily activities of our lives, we would find that men and women are the two

pillars in development. In this regard assessing the importance of women's socio-

economic characteristics is felt necessary. It will be useful for researchers, donors and

students to increase knowledge on Microfinance credit. Similarly, this present study is

hoped to be a milestone for all foreign economists and sociologists wishing to conduct

the similar study about women. In addition to this, this study may provide guidelines

to government, NGOs and INGOs for future planning.

1.5 Limitation of the Study

Basically this will be an academic study for partial fulfillment of MBS (Master of

Business Studies) degree. This will be under taken within the boundaries of limited

area, subject and time. The study is taken only on a Bharatpokhari VDC Kaski. Thus,

it is only a micro level study. The overview of the study has been analyzed on the

basis of performance to women’s participation in Microfinance in Bharatpokhari

VDC Kaski only. The study takes consideration of last five years data. Sustainability

of the programme is analyses on basis of saving, utilization of loan, and repayment of

the loan. Similarly standard of living of the people is analyses only with three

determinants such as consumption, clothing, and sheltering facility of the women.

Thus the findings and conclusions drawn from this study may not be widely

generalized exactly in the same manner for the other cases of micro-credit practice in

Nepal. Obviously, some generalization can be made while considering the cases of

micro credit practice in Nepal.

1.6 Organization of the Study

This study has been organized into five chapters. Chapter one deals with major issues

of the study along with general background, statement of the problem, objectives of

the study, limitation of the study and organization of the study. Chapter two

comprises review of literature which consists of conceptual review and review of

related studies. These all in this chapter provide a framework with the help of which

this study has been conducted. Chapter three describes the research methodology used
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in this study which deals with research design, study area population and sample,

nature and sources of data, data collection techniques, and method of data analysis.

Chapter four deals with presentation and analysis of data which consists existing

position of credit, relationship between investment and changes in income,

relationship between training and standard of living trend analysis and others. Chapter

five consist summary, conclusions and recommendations.
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CHAPTER - II

REVIEW OF LITERATURE

This chapter is basically concern with review of literature relevant to the topic. The

previous study can’t be ignored because they provide the foundation the present study.

There must be continuity in research. This continuity in research is insured by linking

the present study with past research studies. This chapter highlights the literature that

is available in concerned subject, research work and relevant study on this topic,

review of journals and article and review of thesis work performed previously. The

literature survey also minimizes the risk of pursuing the dead- ends in research (Wolf

and Panta, 2002). This chapter comprises two parts via conceptual review and review

of related studies.

2.1      Conceptual Review

2.1.1    Microfinance

As a definition, micro-finance is, as a part of development finance of rural or urban,

targeted towards specific groups of people, male or female, falling in the lower

bracket of society. It refers to the provision of a broad range of financial services such

as deposits, loans payment services, money transfers, and insurance to the poor and

low income households and their micro enterprises (ADB, 2000). MFIs are dependent

on small savings from group members. Financial services include savings, credit and

other services such as micro money transfer and micro-insurance. This service is

differentiated by different types of service employment and income-orientated target

group, target community, target area and credit at home.

Micro credit programmes are important institutional devices for providing small

credit to the rural poor in order to alleviate poverty. The idea of microfinance arose in

the mid-1970s when Mohammand Yunus started a pilot scheme lending small amount

of money to the villagers in Bangladesh in the late seventies and later replicated in
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many other countries including the South and Southeast Asian and some African

countries, have now been recognized as useful instrument for poverty alleviation. The

Grameen Bank is the pioneer among the MFIs to introduce micro credit programmes.

During the last two decades or so the number of such MFIs, including Government

and Non-Government Organizations (GOs and NGOs) operating at national or various

local levels in Bangladesh. There are more than 5 million households served by micro

credit scheme in the world today (Abbink, Irlenbusch, and Renner, 2006). Under the

micro credit programmes collateral free loans are provided to the rural poor who do

not have assets to offer collateral and have limited access to the formal financial

institutions like the commercial banks. The prime objective of these micro credit

programmes is to create credit market and there by create self-employment and

increase the productivity and earnings of the poor.

Microcredit can influence saving in a number of ways. First, there are compulsory

saving schemes associated with micro credit programmes. For most MFIs, the persons

seeking memberships and qualifying for getting loans are required to form a small co-

operative group among themselves and deposit regularly a certain amount of cash to

the saving fund for a short period, prior to becoming members. When they become

regular members and receive loans, small proportion of granted loan amount is

deducted and deposited as saving to the client's accounts. Second, the utilization of

micro credit in productive activities increases employment and income, which is

likely to have direct positive income effect on saving. And third, besides the direct

income effect, there is indirect effect as well. As the income rises resulting from

investment of loans in productive activities the borrowers get incentives for voluntary

savings out of their current income in order to make reinvestment of such saving in

further productive activities.

In the  past  decade,  micro-finance  has  been  recognized  as  an  effective

development intervention for three basic reasons:

a. The services provided can be targeted specifically at the poor and poor.

b. These services can make a significant contribution to the socio- of the targeted

community.

c. The institutions that deliver these services can develop, within a few years, into

sustainable organizations with steadily growing outreach.
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Some general features of micro-finance credit are as follows:

a. It promotes credit as a human right.

b. Its mission is to help the poor families to help themselves to overcome

poverty. It is targeted to the poor and particularly to poor women.

c. Most distinctive feature of Grameen credit (rural credit) is that it is not based

on any collateral or legally enforceable contracts. It is based on "trust", not on

legal procedure and systems.

d. It is offered for creating self-employment for income-generating activities and

housing for the poor, as opposed to consumption.

e. It was initiated as a challenge to the conventional banking which rejected the

poor by classifying them to be "not creditworthy". As a result it rejected the

basic methodology of the conventional banking and created its own

methodology.

f. It provides service at the door-step of the poor based on the principle that the

people should not go to the bank, bank should go to the people.

g. In order to obtain loans a borrower must join a group of borrowers.

h. Loans can be received in a continuous sequence. New loan becomes available

to a borrower if his/her previous loan is repaid.

i. All loans are to be paid back in installments.

j. Simultaneously a borrower can receive more than one loan.

k. It comes with both obligatory and voluntary savings programmes for the

borrowers.

Generally these loans are given through non-profit organizations or through

institutions owned primarily by the borrowers. If it is done through non-profit

institutions not owned by the borrowers, efforts are made to keep the interest rate at a

level which is close to a level commensurate with sustainability of the programme

rather than bringing attractive return for the investors. Grameen credit's thumb-rule is

to keep the interest rate as close to the market rate, prevailing in the commercial

banking sector, as possible, without sacrificing sustainability. In fixing the interest

rate market interest rate is taken as the reference rate, rather than the moneylenders'

rate. Reaching to the poor is its non-negotiable mission. Reaching sustainability is a

directional goal. It must reach sustainability as soon as possible, so that it can expand

its outreach without fund constraints.
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Grameen credit gives high priority on building social capital. It is promoted through

formation of groups and centers, developing leadership quality through annual

election of group and centre leaders, electing board members when the institution is

owned by the borrowers. To develop a social agenda owned by the borrowers, it

undertakes a process of intensive discussion among the borrowers, and it encourages

them to take these decisions seriously and implement them. It gives special emphasis

on the formation of human capital and concern for protecting environment. It

monitors children's education, provides scholarships and student loans for higher

education. For formation of human capital it makes efforts to bring technology, like

mobile phones, solar power, and promote mechanical power to replace manual power.

Microfinance is more than the provision of credit. It involves the provision of other

financial services (most usually savings and insurance) and recognizing that even the

poor have a variety of needs, not just credit. Securing sustainable access to micro-

finances for low-income communities involves building (or reforming) micro-finance

institutions not just the delivery of time-bound micro-finance programmes (such as

offering short-term revolving funds).

2.1.2 Women Microfinance in Nepal

Women in Nepal are extensively engaged in agricultural activities. Women constitute

more than half the potential labour force in Nepal and contribute extensively to the

Nepalese agricultural in terms of both labour input and decision-making roles.

Women have to work either on their husband's farm or on their father's farm to be

economically productive. They lack any other kind of productive assets (Improving

Access of Women to Formal Credit Facilities in Nepal, 1997).

A large number of micro-credit programs have focused on expanding micro loans or

support economic activities of the poor and disenfranchised groups in the society

mostly women. It is generally an accepted fact that women are the poorest of the poor.

The possibility of women development through microfinance program was realized

and women's access to credit was given emphasis at the first international women's

conference held in Mexico in 1975. Government of Nepal had no policy and

objectives specifically directed to women development before the Sixth Plan (1980-

1985). Few policy guidelines were effectively formulated in the Eighth plan (1992-
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1997) for maintaining women in economic development with the interpenetration of

credit programs like the PCRW and SFDP and expansion of Grameen rural

development banks. In 1992, the NPS created the Children and Women Development

Section under the population division. In 1994, the National Council for Women and

Child Development was formed, followed by the establishment of the Ministry of

Women and Social Welfare in 1995 to coordinate and monitor all activities directed

towards enhancing women's status. The plan also undertook other important actions

like elimination of discrimination against women and enforcement of the revised

Muluki Ain (Inheritance law) to remove the legal constraints related to equitable

access to resources. The Ninth Plan (1997-2000) as well as the Tenth Plan (2002-

2007) also considered women as its major target group to fulfill the goals of human

resources development and poverty alleviation in the country (Bashyal, 2008).

Nepal being a mountainous country, microfinance services program needs to be

designed according to topographical differences. In populated area, modified Grameen

model through federated "Credit agent" is suggested as an appropriate model. The

saving and credit organizations can be mobilized to provide door-to-door services to

the poor people. There are many community-based organizations in the villages like

"Aama Samunha". On the other hand, the self-help groups pay attention only for

institutional development rather than the beneficiaries.

2.1.3    Policy, Legal and Regulatory Framework of Microfinance

Various laws regulate micro credit institutions. These are: Nepal Rastra Bank Act

(2002), Agriculture Development Act (1967), Cooperative Act (1972), Finance

Company Act (1985), Development Bank Act (1996), Social Welfare Act (1991),

Company Act (1947), Financial Intermediary Act (1998) and Insurance Act. It

appears to be over regulated but in reality the situation is just the opposite. There is

some difficulty to regulate all micro-credit institutions because there are many MFIs

established under different acts doing micro-finance activities. The ultimate

responsibility to develop, regulate, monitor and supervise is of NRB. Recently, on

February 24, 2003, NRB has issued regulations for the development banks, which are

engaged in micro-finance, as a guide line to develop MFIs activities.
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2.1.4 Microfinance Policy

The history of microfinance in Nepal is over three decades old. However, there was

not any stated policy of the government on microfinance prior to the announcement of

the microcredit policy by the Ministry of Finance of the Government of Nepal in

2008.

The demand for microfinance services by the poor and the destitute is ever increasing

in the country. In light of the tremendous achievements made by countries such as

Bangladesh, India, the Philippines, Indonesia, Pakistan and other developing countries

in the reduction of poverty through massive flow of financial services down to the

poorest segment of the rural and the semi urban communities, the government of

Nepal, on the advice of the Nepal Rastra Bank promulgated “National microcredit

Policy, 2007” in order to do away with the problems related to organizational and

legal issues with a view to smoothly providing microfinance services in the rural

areas, increasing the access of the destitute class to such services, creating a healthy

and competitive atmosphere among MFIs, and encouraging the private sector to get

involved in the task of providing such services on a sustainable basis, Microfinance

Policy, 2008 was introduced as a new mechanism to boost up microfinance industry.

It aims to improve the smooth flow of funds to the poorest segment of the rural

populace by creating a national fund for microfinance. It also has envisaged

establishing a regulatory and supervisory body for regulating and supervising MFIs in

the country such that they discharge their services effectively and efficiently. The

highlights of the policy are as follows:

a. Enhance the supply of microfinance services to the rural and urban poor to suit

to their geographical, social and economic situation.

b. Improve for the smooth flow of microfinance services with or without

collateral (group guarantee) to the poor and the destitute by establishing a

standard procedure for identifying the target groups.

c. The government will provide necessary help to microfinance institutions for

social mobilization, capacity development, organizational development, re-

structuring, and will encourage wholesale micro credit providers both from the

public and the private sectors.
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d. The government will also integrate microfinance with various poverty

alleviating programs and projects and will implement these in a coordinated

manner.

e. The government will coordinate its activities with the institutions responsible

for micro-enterprise development and will assist the targeted poor for their

enterprise development.

f. The government will establish relations with microfinance service providing

institutions (MFIs) such as Community Organizations (COs), and Savings and

Credit Groups (SCGs), by making a legal provision to easily recognize these

MFIs.

g. The government will also motivate destitute classes to mobilize their savings

in order to improve their access to microfinance services.

h. The government will make the necessary institutional and legal arrangements,

and create a separate institution under the direct control of NRB to make the

microfinance service providers (MFIs) self-regulatory for timely operation,

monitoring, supervision, and evaluation such that they can provide

microfinance services to the poor in a sustained manner.

i. In order to mobilize resources for the long term easy access of the poor to

microfinance services, a “National Microfinance Development Fund” will be

established. Assistance for microfinance from foreign and national donors will

be mobilized through this fund.

j. Conduct a survey to know the exact members of existing cooperatives and

microfinance institutions, extension of services and access to services.

k. Organize trainings to improve the capacity of people engaged in the

microfinance sector.

l. Adopt a policy of relaxation in permitting savings deposits to MFIs based on

the services they provided and their share capital status,

m. Adopt a flexible tax policy on the income of MFIs and tax on interest earnings

of the poor. ( Nepal Rastra Bank, 2008)
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2.1.5 Regulatory Authorities and Regulated Institutions

a. Nepal Rastra Bank (NRB)

The Nepal Rastra Bank is the regulatory body for all types of banks and financial

institutions licensed by it and classified as Class 'A', Class 'B', Class 'C' and Class 'D'

banks under the Bank and Financial Institution Act 2006 and the Financial

Intermediary NGOs registered under the Financial Intermediary Act 1998. In addition

to these, some cooperatives which have been given limited banking licenses also

come under its control and supervision.

b. The Department of Cooperatives (DOC)

The Department of Cooperatives under the Ministry of Agriculture and Cooperatives

is the regulatory body for the Cooperatives societies including Saving and Credit

Cooperatives registered under the Cooperative Act 1992.

2.1.6 Laws and Regulations

a. Nepal Rastra Bank Act, 2002

b. Bank and Financial Institutions Act, 2006

c. Cooperative Societies Act, 1992,

d. Financial Intermediaries Act, 1998,

e. NRB Directives for Microfinance Institutions, 2013.

a. Nepal Rastra Bank Act, 2002

This Act defines the role of NRB in formulating effective policies, developing secure,

healthy and efficient payment system, regulating, supervising and inspecting banking

and financial institutions and promoting a credible banking and financial system. It

prohibits NRB to buy a share of CBs or financial institutions. NRB, however, plays a

developmental role through a special fund, the Rural Self-Reliance Fund (RSRF),

which operates with an interest rate below market rates. NRB's financing role through

RSRF undermines the steady development of other apex institutions in rural and

microfinance sectors. The justification for the continued operation of RSRF is based
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on the need to serve weak institutions that cannot meet the eligibility criteria of other

wholesale lending institutions.

b. Bank and Financial Institutions Act, 2006

This umbrella Act, “Bank and Financial Institutions Act” (BFIA) came into force in

2006 and replaced the Bank and Financial Institutions Ordinance (BFIO) of 2004. All

the commercial banks, development banks, finance companies, and microfinance

development banks are regulated under this umbrella act as Class A, Class B, Class C

and Class D institutions, respectively. A small Microfinance Development Bank

(MFDB) can be established with a paid up capital of Rs. 10 million to operate in three

districts outside the Kathmandu valley. In order to operate in 4-10 districts outside

Kathmandu, MFDB has to have a paid up capital of Rs. 20 million and for a national

level MFDB the paid up capital must be at least Rs. 100 million. MFDB can increase

the number of districts if it can increase paid up capital. In order to adjoin additional

district, it is required to increase paid up capital by Rs. 2.5 million. The promoters can

retain 70% of the share capital and must float the remaining 30% share to the general

public. An MFDB operating in 10 districts with a capital of Rs. 20 million can operate

in another five districts in the hills without any additional capital. This act has a

provision in which even a foreign bank or FI can provide MF services in the country.

Under this act, NRB has the responsibility to supervise the Board of Directors and to

take over management in case of the banks own mismanagement. It is also responsible

for initiating actions for liquidation if required by circumstances.

c. Cooperative Societies Act, 1992

The Cooperative Societies Act was introduced in Nepal in 1992. Under this Act,

cooperatives can be formed with 25 persons as its members. These autonomous

institutions are entitled to formulate their own bylaws or operational procedures

through their General Assembly (GA) meetings. Each cooperative will have a Board

of Directors and Accounts Committee (AC) consisting of members duly elected by the

members through General Assembly using the one-man one vote principle. The term

of Board members and members of Account Committee (AC) is also determined by

the GA but not exceeding 5 years. The Board appoints a management team or

prescribes other body that carries out the day-to-day activities of a cooperative. The
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AC is responsible for the internal audit and is accountable for the accounting and

financial operations to the General Assembly. Under the act, the Department of

Cooperatives is fully authorized to register, supervise, appoint auditor, take necessary

actions for improvements and reforms and liquidate all types of cooperative societies.

d. Financial Intermediaries Act, 1998

In 1998, NRB introduced the Financial Intermediaries Act in order to regulate the

financial intermediary NGOs carrying out microfinance activities. This was claimed to

be a significant step in encouraging NGOs to undertake microfinance activities for the

poor. However, this Act did not permit FINGOs to accept savings deposits from their

clients, which is considered to be a vital aspect for the sustainable operation of

microfinance services. Consequently, in 2001, this act was amended allowing

FINGOs also to accept saving deposits from their members. According to this Act, an

NGO intending to carry out microfinance activities is required to obtain license from

NRB. The FINGOs need to maintain a minimum of Rs. 100,000 as their capital to get

a license. After receiving a license from NRB, they can apply for funds from the

wholesale lending institutions, such as RSRF, RMDC and Commercial Banks. The

FINGOs are required to renew their license every two years. NRB is responsible for

the supervision of FINGOs to ensure that they are performing well to the interest of

the target groups and the institutions that provide them financial support.

e. Nepal Rastra Bank (NRB) Directives related to Microfinance

Institutions

NRB issued ‘Directives’ for microfinance institutions with the objective of promoting

a healthy, organized, transparent and standard operation of microfinance banks. The

main features of the ‘Directives’ are summarized under the following headings:

Minimum Capital Adequacy Requirement

 4% primary capital (paid up capital, share premium, general reserve, retained

earning loss)

 8% primary and supplementary capital (loan loss provision, asset revaluation

reserve and other reserve)
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Fund mobilization

 It can mobilize fund up to 30 times of core capital through group savings,

borrowing and debentures.

Compulsory reserve and liquid assets

 It is required to maintain a compulsory minimum reserve of 0.5% of the total

borrowed fund with NRB or any other Class A Commercial Bank.

 It is also required to maintain liquid assets of 2.5% of individual, group and

special savings of members. Liquid assets are defined as cash reserve at hand,

investment in government bonds, investment in NRB bonds and deposit in

commercial banks.

Loan loss reserve

Classification of Loans
Overdue

Period

Loan Loss

Provision (%)

A. Good Not overdue or overdue

up to 3 months

1

B. Substandard 3-6 months 25

C. Doubtful 6 months-1 year 50

D. Bad More than 1 year 100

Source: NRB, 2013.

Expansion of Branch and Geographical Area

 MFDBs must take permission from NRB prior to expanding branches and

geographical areas.

Norms of Corporate Good Governance

 MFDBs should clearly spell out the rules for the appointment of a Board of

Directors and CEO and should specify their functions and job responsibilities.

Loan Limit to Individual Group Member

 Extension of loan up to Rs. 100,000 per member without collateral security

 Extension of loan up to Rs. 300,000 to individual member for starting

microenterprise with collateral security.
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Interest Rate and Service Charge

 MFDBs are given the freedom to fix interest rates on deposits and loans and

advances, service charge and penalty interest rate for overdue loans.

Reporting Requirement

MFDBs, FINGOs and Cooperatives licensed by NRB are required to report to the

Financial Institutions Regulation Department and Bank and the Financial Institutions

Regulations Department according to the Unified Directives and other directives

related to MFIs. If they fail to comply with the prudential norms of reporting or

reporting late, they are penalized according to the Bank and Financial Institutions Act,

2006.

The Non Bank Financial Institution Supervision Department of NRB is supposed to

monitor and supervise the operations of the MFDBs and other forms of MFIs.

However, owing to a lack of adequate manpower and trained staff it has not been able

to discharge these responsibilities effectively, and many MFIs are failing to comply

with the requirements of the NRB Directives.

f. Financial Intermediaries Regulation 1999

After the promulgation of the Financial Intermediary Act 1998, the Nepal Rastra Bank

introduced the Financial Intermediary Regulation in 1999, which was amended in

2003. The regulation has specified that documents be submitted by an NGO to the

NRB for obtaining an FI license along with a Rs. 25 license fee. Moreover, this

license has to be renewed every two years by paying a Rs.100 renewal fee. FI-NGOs

have to classify outstanding and overdue loans in four categories such as good, sub-

standard, doubtful and bad, and create a reserve for loan loss provision. There is no

need to make provisions for good loans (0-3 months)  however for the other

categories, the rate of loan loss provision should be 10% for substandard loans (3-6

months), 50% for doubtful (6 months to 1 Year) and 100% for bad loans (above one

year) at the end of the fiscal year. The regulation has restricted FI-NGOs from

purchasing shares and debentures taking loans from board members or their family

members, and purchasing fixed or movable property for commercial purpose without

NRB's permission.
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2.1.7 Implementation of Laws and Regulations of Financial

Intermediaries

b. Cost of regulation

Regulation of microfinance services is a very important task. There is a great need to

establish a separate institution to regulate, monitor and supervise MFIs in order to

improve their institutional performance. This involves a lot of cost. For this, MFIs

also need to bear considerable costs for the registration and renewal of their

institution. In Nepal, any bank or a financial company must get registered at the

Company Registrar's Office of GoN, before obtaining an operational license from the

central bank. To this effect, a bank or a company, if it is a public limited company

with an authorized capital of up to Rs. 10 million shall pay a fee of Rs. 15,000, with

an authorized capital above Rs. 10 million upto Rs. 100 million shall pay a fee of Rs.

40,000, with an authorized capital above Rs. 100 million upto Rs. 200 million shall

pay a fee of Rs. 70,000, and so on. It is presented in Table 30. However, they do not

require to pay any fee to NRB.

Table 2.1

Paid up Share Capitals and Registration Fees

SN Paid Up Share Capital (Rs.) Registration Fee (Rs.)

1 10,000,000 15,000

2 10,000,001-100,000,000 40,000

3 100,000,001-200,000,000 70,000

4 200,000,001-300,000,000 100,000

5 300,000,001-400,000,000 130,000

6 400,000,001-500,000,000 160,000

7 500,000,000 and above @ Rs.3,000 per Rs.10 million share capital

Source: Company Act, 2006.

FI-NGOs also get registered at the Chief District Office (CDO), GoN first and then at

NRB. The CDO office charges a Rs. 1,000 registration fee and a Rs. 500 renewal fee

every year. At NRB, they are required to pay a small amount of Rs. 25 for registration

and Rs. 100 for renewal at two year intervals. Cooperatives (SCCs) are not required to
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pay a fee for registration and renewal. Class "D" banks are not required to pay NRB

for a license, nor do they need to pay any annual fees. Moreover, NRB does not

charge any fee for its supervision of both MFDBs and FINGOs. However, NRB has a

requirement of maintaining liquidity of 0.5% of the total borrowings in the form of

deposits at its banking office by the Class "D" banks, on which it does not pay any

interest. The current supervision of NRB to MFIs both in terms of quality and quantity

is not up to standard. To this effect NRB should improve its supervisory system

through the development of professional skills and capacities among its concerned

staff and charge an annual fee to MFIs for their supervision.

c. Effectiveness of Self-regulation and Regulatory Authority Supervision

Self-regulation is required for maintaining self-discipline in financial transactions.

Self-discipline in financial transactions saves a lot of costs, and makes the transactions

more effective and target oriented. Self-regulation devoid of commitment and clear

vision on how to proceed, however, could be disastrous. Wrong judgment,

misinterpretations of prudential rules and regulations, and frequent manipulation in

financial transactions could lead organizations to complete failure, if organizations

left for self regulation only.

Cooperatives could be one good example of self-regulated microfinance institutions in

Nepal. The Department of Cooperatives, under the Ministry of Agriculture and

Cooperatives, requires cooperatives to follow some general principles of cooperatives,

however, it has allowed grass roots' level cooperatives to make and follow their own

bylaws, rules and regulations. Many cooperatives with well-informed and professional

executive members could lead their institution effectively and come up with good

results through the adoption of strict self regulation norms. However, in the absence

of proper cooperative education among the executive and general members, there are

likely to be serious violations of financial norms and rules contradicting the guidelines

provided by the Department of Cooperatives (DOC). There are examples of savings

and credit cooperatives, which have been accepting deposits from the general public

or non members against the norms fixed by the Cooperative Act 1992 and most of the

principles of cooperative have been thwarted. There are a large number of SCCs,

which do not maintain proper records and accounting, lack an internal control
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mechanism, and the funds are being misused by the board officials. There are many

cases where the top officials had fled with member/public deposit money. The DOC

could not properly monitor such cooperatives, as there is a lack of effective

monitoring and supervision and also a lack of adequately trained staff for the

supervision of thousand of cooperatives on time.

Similarly, NRB also finds it very difficult to adequately supervise MFIs. It is solely

responsible for supervising MFDBs, FINGOs and Cooperatives with limited banking

licenses and Cooperatives which are the borrowers of RSRF. NRB supervises these

institutions only once every three year, which is quite inadequate to keep these

institutions on the right track in their operations and financial management. In the case

of RMDC's partner MFIs, they are being constantly followed up and supervised by

RMDC's staff, and they seem to be operationally and financially better managed than

other MFIs.

The government needs to develop separate regulatory bodies for FI-NGOs and

cooperatives, and follow a strict supervision mechanism. Otherwise, many unwanted

problems might crop up in their operation causing risk to public deposits. SCCs take

huge sums of public deposit money, and there is no institution really responsible for

monitoring and supervising the enforcement of prudential norms.

MFI networks such as the Microfinance Bankers' Association of Nepal (MBAN), a

network of practitioners such as GBBs and PMFBs, the Microfinance Institutions

Association of Nepal (MIFAN), a network of FINGOs, Nepalese Federation of Saving

& Credit Cooperative Union Ltd. (NEFSCUN), a network of saving & credit

cooperatives, the Centre for Microfinance (CMF), an institution involved in the

research and training of microfinance, could be instrumental in developing standards

and norms for their MFI members by constantly following up to ensure the

compliance by concerned members. They also can play an advocacy role by bringing

a conducive policy environment to microfinance in Nepal (Dhakal, 2002).

2.1.8 Challenges in Micro-Credit Delivery in Nepal

Nepal has a varied topography in different development regions .The mix of different

cultures and different ethnic groups which brings difficulties in the successful delivery
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of micro-finance. The major challenges are:

a) Formulating a micro-credit delivery mechanism which is better suited to the

people in hills and mountains.

b) Successfully extending the outreach to the hills and mountains. Redesigning

existing programmes of the formal MFIs to better target the poorest.

c) Unsustainable    delivery    mechanisms    of    government    initiated    MFIs

and programmes.

(An Investment Guide to Nepal: Opportunities and Condition, January 2003 various

issues of World Development Reports and Asian Development Reports.)

2.1.10  The MF Sector in Nepal

Within Nepal there are a wide range of institutions activities in the micro-finance

sector, each with its own way of going about the task of making financial services

accessible to the poor. Some writers distinguish between the so-called informal and

formal sectors, but given that many of the informal organizations are in fact registered

societies, the preferred terms to use are community-based sector and institutional

sector.

Microfinance Sector in Nepal

Institutional Based Sector

a) Nepal Rastra Bank

b) Rural Self Reliance Fund

c) Rural Micro-Finance Development Centre

d) Commercial Banks

e) Small Farmer Development Bank

f) Development Bank
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Community Based Sector

a) Financial Intermediary Non-governmental Organization

b) Saving and Credit Co-operatives

c) Savings and Credit Groups

d) Traditional Savings and Credit Groups

(http: www.cmfnepal.org/mf-nepalp.htm).

2.1.10.1 The Institutional Sector

a) Nepal Rastra Bank (NRB)

NRB is a central bank and an apex institution of the financial system. It has placed

various efforts to develop the micro-finance system in Nepal. It introduced the priority

sector (small sector) lending programme in 1975 and the intensive banking

programme in 1981. Further, in 1992, NRB participated in equity and management to

develop the Grameen (Rural) Banking system by introducing regional rural banks as a

replication of Bangladesh Grameen Banking model. NRB plays a vital role to develop

the micro-finance system in Nepal through introducing policy, systems and

institutions as well.

b) Rural Self Reliance Fund (RSRF)

In 1990, HMG/N introduced a fund of NRs. 10 million to provide a wholesale fund

for small cooperatives and rural based NGOs to lend to micro entrepreneurs. Further

in 1999, government provided additional support of NRs. 10 million to the RSRF.

Since, the beginning, the fund has been handled by NRB. Up to mid July 2002, RSRF

sanctioned loans to 48 NGOs and 129 cooperatives amounting to NRs. 18.15 million

and 34.21 million respectively.

c) Rural Micro-Finance Development Centre (RMDC)

In 1998 financial support of ADB, Manila, NRB, banks and financial institutions

together injected equity to form the micro-finance apex institution Rural Micro-

Finance Development Centre' (RMDC), incorporated in 1998 mainly to extend

wholesale fund to the micro-finance institutions. As of mid 2013, RMDC had

approved NRs. 1082.21 million in loans to 28 MFIs and disbursed NRs. 904.95
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million. Its mandate includes capacity building for MFIs and ultimate borrowers in

addition to providing a fund for on lending to them.

d) Commercial Banks (CB)

According to the NRB directive, commercial banks need to extend at least 4 percent

of their total loan outstanding to the deprived sector. CBs are extending the 4 percent

fund in equity and also providing wholesale loans to MFIs. At present, 32 commercial

banks are extending credit to the deprived sector, amounting more than to NRs.

6482.6 million. (NRB, 2013)

e) Small Farmer Development Bank (SFDB)

SFDB was established in 2002 under the development bank act of 1996 to provide

wholesale funds to Small Farmer Co-operatives Ltd. (SFCLs). SFCLs were developed

by the SFDP of ADB/N to make groups of small farmers self-reliant and sustained.

Until now, the total number of SFCLs affiliated with the SFDB is 35 and the total

number of groups within the SFCL is 3,434.

f) Development Banks

Some development banks formed under the development bank act 1996 are

implementing micro-finance activities in rural areas. Prior to becoming development

banks, some institutions were active as NGOs in the field of social development, as

well as in micro-finance. Among these banks, 5 are regional rural development banks

in the government sector and 23 are micro- finance development banks established by

private sector. At Present there 88 Development are working position.  (NRB, 2013)

2.1.10.2 The Community Based Sector

a) Financial Intermediary Non-government Organization (FINGO)

Normally, NGOs in Nepal (at least those registered under the Societies Act) have not

been entitled to undertake profit-oriented activities, such as financial intermediation.

However, the rapidly growing engagement of NGOs in social development has

created a need for extending some basic financial services such as micro-finance

services. To address the lack of institutions providing MF services in many areas of

the country, the Central Bank of Nepal (NRB) has provided a mechanism by which
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selected NGOs can engage in financial intermediation activities. These activities are

defined as the borrowing and on-lending of funds, but do not include direct deposit

taking from the public. Currently, a couple of dozen NGOs have already been licensed

by NRB. The last session of parliament approved changes in the Financial

Intermediary Act of 1998, which now allows FINGOs to collect savings from the

members of groups. Now there are more than 58 financial intermediary working in the

country

b) Saving and Credit Co-operatives (SACCOs)

SACCOs are member owned, controlled and capitalized organizations, which provide

financial services to members. There are more than 2,300 SACCOs registered with the

Co-operative Department in Nepal and approximately 400 of these are members of the

national federation.

c) Savings and Credit Groups (SCGs)

There are ten thousands unregistered SCGs in Nepal. Some of which are quite large

even though they are not registered either as NGOs or co-operatives. The vast

majority of these SCGS grew out of assorted development initiatives (literacy

programmes, water and forestry user groups, mother and child programmes, etc.) into

which a savings component had been introduced, if only to strengthen the livelihood

that the group would continue to meet and be activities, after the specific programme

intervention had been completed. Given the limited prospects of such smaller groups,

and the problems that promoting agencies face in maintaining outreach to large

numbers of scattered, small groups, considerable attention is being paid nowadays to

mechanisms for federating and institutionalizing these groups.

d) Traditional Savings and Credit Groups

Nepal has a long history in the operation of traditional savings and credit

associations, often referred to in the literature as a rotating savings and credit

association which known locally as Dhukuti or similar terms. These tend to be non-

registered, but quite formally structured in terms of membership rights and

obligations.
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2.1.11 Evolution of Micro-Finance

The earliest initiatives for establishing micro-finance in Nepal date back to the 1950s,

when the first credit cooperatives were established. For providing rural financial

services, this was the first step. These cooperatives primarily intended to provide

credit only to the agriculture sector. The next milestone was SFDP in 1975 within

ADB/N. This programme covers the entire country and aims to organize farmers into

small groups to provide credit without collateral. In 1981, NRB introduced the

Intensive Banking Programme (IBP) and compelled to the commercial bank to

finance at least 7 percent on the priority sector, which was further increased to 12

percent in 1990. Now this compulsion is being phased out gradually. In 1992,

Grammen Bikash Banks were initiated by the government sector, crossing a milestone

in rural micro-financing in Nepal and NGOs started Grameen (rural banking) banking

activities in certain areas. Government-run MF programmes - Bisheswor with the

Poor, Women's Awareness programme, government peace movement, etc.

2.1.12 Brief History of Microfinance

The term microfinance was not used in the earlier past of the history of rural

microfinance. It has been found used in Nepal only since the late 1990s. Rural credit

in Nepal began in 1956 with the opening of Credit Cooperatives in Chitwan Valley to

provide loans to the re-settlers coming from different parts of the country. Through

the creation of the Cooperative Development Fund (CDF), the government arranged

some credit support to the resettles. In 1963, the government established the

Cooperative Bank, which was later converted into the Agricultural Development Bank

Nepal (ADBN) in 1968. The Cooperatives faced problems of shortage of fund for

credit disbursement to their members on the one hand and misappropriation of

borrowed fund for personal uses by some of their officials on the other. Hence, the

government commissioned a fact-finding mission in 1968 to probe the operations of

1489 cooperatives then registered with the Department of Cooperatives and the

mission found most of them at defunct stage and recommended for liquidation.

Thereafter, the government introduced the Cooperative Revitalization Program in

1971. It authorized the Agricultural Development Bank Nepal to run cooperatives

under its guidance and management. In 1976, ‘Sajha Program’ was launched and the
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Cooperatives were renamed as ‘Sajha Societies’. The compulsory savings collected

under the Land Reform Program of 1964 (2021 B.S) were converted into the share

capital of the Sajha Societies. The NRB conducted a benchmark survey in 1983/84 to

assess the situation of the cooperatives. The study found that 94% of cooperatives

were dealing with transactions of agriculture inputs and 85% were also found

extending credit. Most of the cooperatives were running at losses and over 75% of the

outstanding loan was overdue for more than 1 year.

ADBN launched the Small Farmers Development Program in 1975 – first as pilot

project at two sites, Sakhuwa Mahendranagar of Dhanush district in the Terai and

Tupche of Nuwakot district in the hills. The strategy was to organize small farmers,

tenants and landless laborers into groups and strengthen their receiving mechanism for

tapping resources from service delivery agencies. Credit was provided under group

guarantee. It also focused on developing a habit of thrift and personal savings among

the members of the groups. They also started group savings to realize self-reliance in

financial resources. A total of 142,711 members who were organized into 19,597

groups were benefited from the program by July 1991/92.

After the reinstallation of multiparty democracy in 1990, the government appointed a

seven member National Cooperative Consultation Committee (NCCC) and dissolved

the ‘Sajha Central Committee’. It also constituted 11 members National Cooperative

Development Board (NCDB) to provide policy directives to the cooperatives. The

government enacted a new Cooperative Act in 1992 to ease the promotion and

development of cooperatives as a vehicle of economic development in rural areas. The

government also emphasized the role of cooperatives for extending credit facilities

and other services to the rural people in its Eighth National Plan.

The Nepal Rastra Bank (NRB) initiated Small Sector Lending in 1974 directing the

commercial banks (CBs) to invest 5% of their deposit balance in Small Sector, which

was later designated as “Priority Sector Lending” in 1976. The NRB subsequently

initiated the “Intensive Banking Program” (IBP) in 1981 to boost up PSL lending to

low income groups and required CBs to raise PSL to 8% of CBs’ loans and advances,

which was further raised to 12% in 1989. The main partners of PSL were the Nepal

Bank Ltd. (NBL) and the Rastriya Banijya Bank (RBB) - the two state controlled

CBs. The share of NBL and RBB in rural credit supply was 4.1% and 2.4% in the
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Sixth and 12.3% and 6.7% in the Seventh Plan periods. Loans under PSL were

classified into agriculture, cottage industries and services. Target groups under PSL

are low-income families with Rs. 2,511 or less per capita income per year. The

beneficiary must contribute 20% of the project cost if the loan size was more than Rs.

15,000. NBL and RB charged 15% to 16% interest rates on priority sector loans. They

provided loans up to 80% of the appraised value of the collateral for low income and

70% for high-income families. However, these CBs provided loans to the group

members of Production Credit for Rural Women (PCRW) formed by Women

Development Section (WDS) of the Ministry of Local Development and the groups

formed by bank staff without collateral on just group guarantee. The loan limit for

such loans was Rs. 30,000.

The Grameen Bank model of Bangladesh was replicated in Nepal with the

establishment of Eastern and Far-Western Grameen Bikas Banks (GBBs) in 1992. The

target groups included the framers in the Terai with holdings less than 1 Bigha (0.67

ha) and in the hills with holdings less than 10 ropani (0.5 ha), and the landless. It

followed the group approach in extending credit. Credit discipline was given top

priority and loans were extended without collateral security on group guarantee. The

board of directors of the GBBs comprised the NRB and CB representatives and

headed by the Deputy Governor or Executive Director of NRB. The share capital of

the first two GBBs was mainly contributed by the government and the NRB (75%),

and by the CBs (25%). The first two GBBs started functioning from the middle of

1993. They charged 20% interest and the main source of funding for lending came

from NRB and CBs. In the meantime, two NGOs – the Nirdhan and the Centre for

Self-help Development (CSD) also launched microfinance programs replicating the

Grameen model in 1993 and 1994 respectively.

The financial Intermediaries Act was enacted in 1998 to regulate the financial

intermediaries NGOs (FINGOs) on carrying out microfinance activities. This was

claimed to be a breakthrough in legalizing the operation and activities of NGOs as

microfinance operators. With the enforcement of this Act, two FI-NGOs, Nirdhan,

and the Centre for Self-Help Development (CSD) also got registered under it. Later 47

NGOs got a license from the NRB to operate as FI-NGOs.
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In 2004, the government introduced the Banks and Financial Institutions Ordinance

(which was converted into an Act in 2006) which has a provision of licensing

microfinance banks as class 'D' banks. As a result, 13 microfinance banks have been

issued a license by the NRB to date. In order to avail small wholesale funds to

cooperatives and NGOs providing loans to low income groups, the government had

created a fund called Rural Self-Reliance Fund (RSRF) in 1991 with Rs. 20 million

contributed from the government itself. The government with the assistance from

ADB and NRB, also established the Rural Microfinance Development Centre Limited

(RMDC) in 1998, to provide larger wholesale loans to MFIs through implementation

of the ADB assisted Rural Microfinance Project (RMP). After the operation of

RMDC, several MFIs were added to the microfinance market and the coverage by

microfinance institutions also increased with faster speed. The government had also

instituted another wholesaler, the Sana Kisan Bikas Bank Limited (SKBBL) in 2001

to provide wholesale funds to the Small Farmers Cooperative Limited (SFCL) in

2001. With all these initiatives and efforts microfinance has gained a new momentum

as an industry. Besides this, all these self-help groups were also promoted by several

rural and community development projects, as well as donors providing small credit

to self-help group members through grants for seed funds. (CMF, 2006)

2.1.13 Microfinance Models

There are quite a few prominent models of microfinance in the country. These include

the Cooperative model, the SFCL model, the Grameen Bank model, and the

Community based organizations (COs) or Self-Help Groups (SHGs) model. In

addition, Production Credit for Rural Women (PCRW) and Village Banks are also

considered separate programs/models of microfinance in Nepal. Programs like the

Decentralized Local Governance Support Program (DLGSP), the Poverty Alleviation

Fund (PAF) and some other rural development programs have also included

microfinance as a component, following the SHG model. Each model has its historical

background and a modus operandi of its own. They are highlighted below:

a. Cooperative

The history of cooperative societies in Nepal dates back to 1956, when the

government first started 13 cooperatives societies in Chitwan district. In 1963, the
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government established the Cooperative Bank, which later was merged into the

Agricultural Development Bank, Nepal in 1968. Rural based cooperatives were

established mainly to distribute loans for agricultural inputs to farmers and trading of

agricultural inputs and consumer goods to the local people both in cash and credit.

These cooperatives were initially managed by the members and supervised by the

Department of Cooperatives. Later, in 1973 the government decided to  hand over the

management of these cooperatives to the Agricultural Development Bank initially for

a period of five years, which was subsequently extended by another five years. Later,

the management of the cooperatives was again handed over to the members

themselves in 1992.

In 1991, the government of Nepal enacted the Cooperative Act 1992. Under this Act,

a group of 25 persons from a community can form a cooperative by registering it with

the Department of Cooperatives, Ministry of Agriculture and Cooperatives. The

Savings and Credit Cooperatives (SCCs) do not come under the regulatory framework

of the Nepal Rastra Bank (NRB). However, some cooperatives that have been

licensed from NRB for limited banking services have been providing services to non-

members as well. They come under its regulation and supervision.

b. Small Farmer Cooperative Limited (SFCL)

The Agricultural Development Bank Nepal (ADBN) initiated the Small Farmer

Development Program (SFDP) as a pilot project in 1975. The Food and Agriculture

Organization (FAO) donated US dollar 30,000 to initiate pilot testing of SFDP at two

sites, Sakhuwa Mahendranagar in Dhanusha district (Terai) and Tupche in Nuwakot

district (Hills). At that time, FAO was providing technical assistance to seven nations

of Southeast and South Asia to implement this program. After finding the successful

implementation of the program in two pilot sites, the ADBN expanded the SFDP

gradually to 422 sites covering a total of 652 VDCs in 75 districts, which catered

around 188,000 small farmer families. Unfortunately, the quality of service was

reduced due to the high speed of expansion without developing staff capabilities, and

SFDP's failure to resist political pressure in implementation.

Later, an attempt was made with the technical and financial support of GTZ – German

Technical Cooperation, Nepal to convert the Small Farmer Development Program
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Sub-Project Offices (SPOs) into Small farmer's Cooperatives. Institutional

development for this conversion was initiated in 1988 under GTZ's Rural Finance

Nepal Project (RUFIN). In 1993, four SPOs of Dhading district were first registered

as Small Farmer Cooperative Limited (SFCL). At present more than 228 SFCLs in 41

districts have been registered covering 139,368 members and 111,494 borrowers. Out

of this, 11 SFCLs are entirely managed by women members and 219 SFCLs are

affiliated to the Sana Kisan Bikash Bank Ltd. (SKBBL) – a bank established in 2001

to provide wholesale finance to SFCLs. The SFCL model has been honored with

CGAP/IFAD Pro-Poor Innovation Challenge Award-2003, as the best model of

poverty alleviation.

c. Grameen Bank

The Grameen Bank concept of lending, propounded by Prof. Muhammad Yunus of

Bangladesh, was introduced in Nepal during the 1990s by the GoN and NRB by

establishing five regional Grameen Bikas Banks (GBBs), one in each of Nepal's 5

development regions. At the same time, two national level NGOs, namely Nirdhan

and the Centre for Self-help Development (CSD) also launched microfinance

programs replicating the same Grameen model, and later they established two

microfinance development banks, Nirdhan Utthan Bank Limited (NUBL) at Bhairawa

and Swablalmban Laghubitta Bank Limited, (SB bank) at Janakpur, adopting the

Grameen model. Similarly, other prominent NGOs-Chhimek, DEPROSC, NRDSC,

FORWARD, and Jeevan Bikas Samaj (JBS)-also started their microfinance programs

following this model. At present, GBBs, Private Microfinance Banks (PMFBs) and a

host of FI-NGOs and SCCs are also providing microfinance services to the poor

following the Grameen model.

d. Self-Help Groups (SHGs)/Community Organizations (COs)

In Nepal there are several forms of informal self-help groups such as ‘dhukuti’,

mothers’ groups, and many other groups with specific objectives. These types of

SHGs need not be pro-poor focused, and mostly involve lower middle or middle class

people.
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A very popular informal self-help group is the Aama Samuha (mothers’ group). They

are mainly formed and activated by local women with one or more objectives: they

could be related to income generation aspects and/or removing social evils and

bringing about positive changes in their society. Women empowerment is the main

objective of most mothers’ groups. These mothers’ groups organize campaigns

against alcoholism, injustice to women, girl trafficking, and other social evils. They

also mobilize their savings and provide credit to needy members. These are not

necessarily targeted at the poor. They are very common in the hills and mountains.

They have been in practice now for more than 3 decades. They used to be widely

practiced in the hills and mountains of the Western Development Region. These

groups are not recorded anywhere.

In India, the SHG model is widely applied in a number of states by banks with a view

to extending microfinance services to a large number of poor communities at a lower

cost of transaction. They are also linked with commercial banks for loans. However,

in Nepal SHGs are not tied up with formal banking institutions as yet, except those

promoted by WDS. SHGs or COs are formed and promoted under a number of rural

development programs implemented by different agencies, such as Production Credit

for Rural Women (PCRW – started in 1982), Participatory District Development

Program (PDDP) and Decentralized Local Governance Support Program (DLGSP)

supported by UNDP, and Poverty Alleviation Fund (PAF) funded by the World Bank.

Rural development programs also organize Community Organizations (COs) or Self-

help Groups (SHGs) as vehicles for expediting people’s participation in these

programs. Such programs focus on poverty reduction through local capacity building

as in DLGSP and PAF. In most cases, SHGs/COs undertakes savings and credit

activities as well for enterprises development and livelihood improvement. In DLGSP,

the COs receives some counterpart funds as seed money for the groups or the COs to

provide financial support to their members for implementing economic activities or

entrepreneurial development programs. The projects also provide various capability

enhancement trainings to the COs. Some development agencies have converted these

into savings and credit cooperatives by registering them with the Department of

Cooperatives. However, most of them have remained informal and have gradually
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become non-functional after the projects are phased out. They have also failed to

develop linkage with formal financial institutions due to lack of legal status.

e. Village Banks

The Village Bank (VB) model was evolved from Latin America and was tried out in

Nepal between 1998 and 2001 in a USAID funded Women Empowerment Project

(WEP) through PACT-Nepal. Village Banks are grassroots level financial institutions

– community-managed savings and credit associations aimed at providing financial

services to community women through the mobilization of their own resources with

the aim of achieving financial self-reliance. They have been promoted by the Pact

Nepal in collaboration with some local NGOs and Cooperatives in the Terai region of

Nepal. The project also lent some money to build up the external account of the VB,

which was then lent to its members. However, they have not been linked up with

financial institutions and most such banks have been non-functional after the phase

out of the project. NRB Year Book, Vol.50. http://www.nrb.org.np

2.2 Review of Related Studies

This section is devoted to review of important empirical works, concerning

microfinance /micro-credit and MCPW. The empirical works on microfinance or

micro-credit are numerous and here, it is not easy to survey and review of all the

empirical works extensively and presents them in detail. Some important Nepalese

studies are reviewed here.

Acharya (2003) had conducted the study on "Development of the Financial Systems

and Its Impact on Poverty Alleviation in   Nepal". He has identified some major

characteristics of the micro-finance are: saving product, small loans, micro enterprises

women and disadvantaged ethnicity without collateral, group guarantee, diversified

activities, frequent meeting, short repayment, strict follow-up of rules and regulation,

participatory process, good governance, macro coverage, insurance, money transfer

and finally include community , social activities and also find impact on poverty for

financial development.

He has found that currently micro-finance has focused basically three key aspects

such as (i) buying of money means emphasize the domestic saving with paying of
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reasonable interest to the beneficiaries/members. (ii) selling of money means

investment of the saving product in the micro enterprises/income generating activities

with adding the operational cost and plus small margin of profit and (iii) earning of

money means receiving the profit from investment of domestic saving in the micro

income generating projects.

In order to improve the economic well-being of the people he has suggested

restructuring the economy and building appropriate mechanism to ensure higher

economic growth rate. Similarly he further suggested for emphasizing on micro-

finance such as small farmers cooperative limited, saving and credit cooperative

limited for improving social economic condition of the rural poor. Finally he has

recommended that investment in education, health, drinking water, road, electricity,

and telecommunications should be increased.

Baral (2004) published a research article in ‘‘Banijya Sansar on microfinance: Good

Portfolio and Management of Delinquency". He has made some important

improvements in the field of Microfinance. He has concluded that loan recovery rate

is a measure of quality of loan.

The finding of study shows that the recovery rate of loan mobilized under different

programmes in Kaski is found to be satisfactory. He has also clarified “the term

delinquency is used to imply the situation when overdue loan is remaining unpaid. In

the context of Nepal, high loan recovery rate indicates that microfinance institution do

not have to face much more problem relating to delinquency". He identified two kinds

of irregularities committed by both MFIs and borrowers.

On the part of MFIs the irregularities were commonly found on selection of target

area, identification of target group, irregularities in formation of group, mobilization

of loan on the basis of securities, and emphasis of investment and recovery of loan.

Similarly following irregularities has found from the side of borrowers such as misuse

of loan, non repayment of due installment, and repayment of loan from different

sources.

He has suggested that the MFIs should not select the target area on the convenience of

the project or employees serving for it, and on the basis of vested interest. He has also

suggested that there should be a mechanism in concerned project and institution to
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monitor the target group or as per the operation manual of the concerned project and

institution. He has further suggested that the concerned project and institution should

not consider only the target of investment and recovery of loan but also consider the

effectiveness of the mobilized loan.

Sharma (2004) conducted the empirical work "Microfinance: A Powerful Tool for

Social Transformation, it Challenges, and Principle". He performed his study on

private, public and non-governmental institution to assess sustainability and financial

efficiency. He has also focused on delivering microfinance services to the poorest of

the poor.

He has found that MFIs were not being able to reach the poorest of the poor due to

inability of proper identification of the poor and lack of commitment and clear vision

of their action. He has mention that they were suffering from the problems such as

inadequacy of resources, inappropriate regulations, loss of confidence of depositors,

narrow level and area of operation, excessive overhead and ineffectiveness of

activities. In addition to these, peace and security situation of the country, strategic

planning, operation cost and interest rate, delinquency management etc. are equally

challenging for its sustainability.

He has suggested that MFIs should need to enter in a new paradigm of financial

market and develop business planning practice and efficient management of human

resources within the institution. He has further suggested that strategic approach

should be adopted in order to address management challenges, controlling and

monitoring mechanism, effort to link formal and informal sector involved in micro-

financing programme, and flexibility in financial management regulation.

Sharma (2007) had made a study on "Microfinance Against Poverty: The Nepalese

Scenario". He has found that major problem faced by MFIs in attaining financial

sustainability are attaining operation self sufficiency and financial self sufficiency.

He found that MFIs have to bear five type of cost such as social cost, service delivery

cost, fund cost, provisioning for loan loss, and inflection. He has recommended

different suggestions to NRB, commercial banks and Nepal Government in the

context of poverty alleviation.
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He has suggested to NRB that it should stop direct involvement in running and

managing MFIs, act as a facilitator, and innovate other alternatives that would take the

responsibility of supervising MFIs. He further suggested that it should continue both

priority and deprived sectors lending policies, carryout other promotional activities

such as pilot projects, research, data collection and publication, advocacy, and training

in support of microfinance.

Similarly he has suggested that the commercial banks that it should emphasize

indirect lending in the deprived sector and provide wholesale loan to the microfinance

development banks, the licensed FINGO and SCGs.

Finally he has suggested Nepal Government that it should demonstrate for

commitment towards poverty alleviation, stop direct involvement, encourage private

sector, create favorable policy environment to develop microfinance practices.

Shrestha (2007)  published an article in an ‘Agriculture Credit’ journal on a topic

‘Microfinance: A Tool to Fight with Poverty’. This paper briefly reviews the targeted

institutional credit system in the rural areas particularly microfinance.

From the research paper it is found that poverty decline is sharper in the thousands

with lesser number of children, household with bigger land holding, and also in the

households with educated household heads, collateral based landing particle of

commercial banks and development banks deprived the poor people from institutional

sources of credit. Such institutions for women are productive credit for rural women

and, micro-credit program for women, rural development banks and other Grameen

bank replicate etc. Outreach and disbursement of credit by microfinance activities

have shown that substantial amount of saving could be generated from rural saving

and credit schemes. Proportional of household taking loan increased substantially

particular in the rural areas.

Sharma (2007) who published an article on ‘The Journal of Nepalese Business

Studies’ about ‘Microfinance and women Empowerment’. The studies paper examines

effect of women’s participation in group-based micro-credit programs on a large set of

qualitative responses to questions that characterize women’s autonomy and gender

relations within the household. The data were taken from a special survey carried out
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in hill and Tarai in 2004-2006 of Nepal. In this paper , analysis were done on

women’s involvement in decision making, changes in self-confident, women’s status

in gender equity, changes in social and political participation, changes in control over

income, change in awareness of social issues and problems, and family relationships

and domestic violence. From the study the result was taken out those similar changes

in making decision was noticed in both hills and terai. There is a significant change in

self-confidence of women after the program. By ecologically belt hills showed

relatively higher proportion of men’s involvement in cooking as compared to terai,

but in children, fetching water, washing clothes, cleaning house and utensils, men’s

involvement is relatively hi9gher in terai belt than the men in hills. It also shows that

there is a significant change in social and political participation of women after the

program. MFI program has substantial impact on terai women’s income control as

compared to hills. Terai shows a relatively greater change in family relationship and

domestic violence.

According to the article which was published by Collins. Women after the program.

MFI program has substantial impact on terai women’s income control as compared to

hills. Terai shows a relatively greater change in family relationship and domestic

violence.

According to the article which was published by Collins. D. (2008), on investigating

the Financial Lives of the poor about financial diaries method which is downloaded

from internet on 21th may, 2008. In this research article a case study of a 50 years old

single women, Mambongo is shown. She lives with her three children and one

grandchild in a crowded flat, in South Africa. Her main source of income is a small

business cooking sheep intestines. Govt. also sponsored some grant. Her primary

financial concern is making ends meet on a daily basis, and making sure her family

enjoys a good Christmas in a year. How does Mambongo manage her money and try

to meet these financial goals? The financial diaries, a data collection method answer

such questions by tracking household’s cash flows over the course of a year. With its
rich set of data, the financial diaries aims to help policymakers, the financial industry

and donor agencies understand financial management practices of the poor so they can

strategize, on how to increase financial access for these household. The success or

failure of financial management: this can only be assessed by observing a build up of

savings or how quickly a loan is paid off overtime.
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Dhakal  (2009) conducted research work to assess socio-economic impact of SFDP in

Kaski district. He had taken two villages such as Kahun VDC and Bhalam VDC for

his research work. The main objectives of his study were to find out socio-economic

impact of SFDP up on small farmers. The major finding of his study shows that the

majority of farmers have been found depending upon agriculture, the target and

achievement of loan

investment and loan repayment have generally been seen increasing in last four years,

and there is positive impact of SFDP regarding the target and achievement of loan

investment and repayment. Similarly other finding of the study reveals that SFDP has

good impact upon community and training programme in the project area, the target

and achievement of loan investment and loan repayment have been increasing , and all

farmers have been found taking loan from SFDP office. He has suggested that there

should be proper management of agricultural marketing in project area in order to sell

the product of farmers at reasonable prices, the provision of loan disbursement to

farmers should be based upon the proper evaluation of the economic viability of

projects, there should be proper mobilization of group saving among all the members

of the group and interest rate should be reduced. He has further recommended that the

farmers should be widely informed about the modern farming system, sufficient

veterinary and J.T.A. services should be provided in project area, and social and

community level programmes should be operated. Finally he has recommended that

the framers should be encouraged to take part in social and community development

programmes.

Pandit (2010) carried out a study on "An Economic Impact on Women Development

under PCRW Programme: A Case Study of Jamune VDC of Tanahun District." The

major objectives of his study were: (i) to ascertain the factors affecting the benefits

enjoyed by borrowers when they received loans from the programme. (ii) to assess the

strengths and weakness of PCRW in planning aspects and implementation process.

(iii) To provide appropriate suggestion for future implementation of the programme.

He has found that the programme has rightly addressed the problem faced by women

especially in rural areas. He has concluded that it needs some correction even from the

responses of key inform men who are women leader, social worker, ward chairman,

party leaders etc. Similarly he has further concluded that loan repayment has been

highly successful in comparison to other similar programmes launched in the country.

He has recommended that the women development programme should be expanded to
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cover the whole country, regular monitoring and evaluation of activities of the PCRW

programme should be carried out by the monitoring and evaluation unit of WDS on

regular basis, training should be in Nepali language and if necessary it should be in

one of the local language. He has further recommended that the programme should be

effectively taken to backward areas, all should be treated equally, women should

receive education and be well informed, even men should be encouraged to participate

in the programme etc.

Poudel  (2010) has done a research on ‘Micro-credit in Lekhnath Municipality: A case

study of paschimanchal Grameen Bikas Bank (PGBB).” The main objective of this
study is to assess microcredit phenomenon of Paschimanchal Grameen Bikas Bank in

Lekhnath Municipality. Other specific objectives of this study were; to identify the

sectors and types of investment sustainability; to study the fruitfulness of microcredit

in terms of income generation pursuing poverty alleviation; to study the bank’s
performance on target group identification and accessibility of micro credit to the

target group. From the study he found that the investments were mainly of three types

i.e. investment of loan to support existing business/occupation in new employment

generation was from small business and lowest was from animal keeping sector. The

highest amount of loan was borrowed for the purpose of small business. It is also

seemed that investment of the bank loan to the members who have existing

business/occupation is not fruitful for poverty alleviation. It is also proved that the

performance of bank to identify target group is also poor.

Aryal  (2010) who did research for MBS degree on the topic ‘microfinance under

rural development program; a case study of Khilung deurali VDC, Shyangja. The

basic objective of the study is to examine the effective activities and effectiveness or

rural development program and is to carry out the study of rural development program

in Khilung Deurali VDC Syanja. The other specific objectives are; to know the

activities operated under rural development program; to analyze the mode of loan

disbursement, repayment, outstanding and overdue; to analyze the state of saving,

deposit and its mobilization in terms of loan disbursement; to find out the problems

faced by the women in obtaining the loan. From this study he found and concluded

that the program has made positive impact of the women living standard by

generating employment and increasing productivity. Most of the women’s income is
sufficient for one year living or less. The performance of the project in terms of

achievement of loan disbursement and recovery has been found very well in study
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period. So the repayment of loan was very satisfactory encouragement ant training of

local leadership saving and its mobilization, loan disbursement and its recovery

should be a basic objective in any program.

In this way different papers which are related to this research paper gives the

conclusion that only microfinance success to reduce the poverty alleviation of country

especially for women.

Gyanawali (2010) had done a study about impact of microfinance a case study on the

Micro credit project for women in Pokhara Kaski. The study had focused on

identification of target women, analysis of site selection procedure, and group

formulation knowledge of participating women of MCPW. He had also tried to assess

overall performance of implementing agencies. He has found that the literacy rate of

the adult women was satisfactory, the involvement rate of one woman from a house

was 95%, and average rate of loan utilization is 72%. He has also found that the

majority of participating women are engaged in small business, and they have own

house having proper drinking water facility. He has concluded that the majority of

women are not accepting conflict among group members, and they are from the same

locality. He has suggested that Government should monitor the MFIs to follow the

project guideline properly.

Ojha (2010) conducted the study on MCPW in Pokhara Sub-Metropolitan. His study

was based on three sectors. They were agriculture production, small business and

micro enterprises. The major objectives of his study were: (i) to examine the state of

loan disbursement, repayment, outstanding and overdue, (ii) to assess the overall

performance of participating women., and (iii) to analyze the state of loan recovery in

terms of loan repayment.

He has found that the overall overdue ratio had exceed the standardized criteria,

majority of participating women were found literate, most sampled women hah not

maintain the record of income and expenditure. Similarly other finding of his study

evidenced that most of the group members has less difference in economic condition,

the condition of loan recovery has a positive impact upon the regularity of loan

repayment, the majority of participants women recovered to repay both the principal

and interest, and the relationship between investment and income is found positive.

By using the regression model and statically tests, he has concluded that training
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programme is essentially required component of making the participant more skilled

in executing the enterprise successfully, outreach of the programme that helps to

identify the target women, saving is the basis of investment and loan disbursement,

and the state of loan recovery and repayment was found to be positive. He has

suggested that the misused and diversification of disbursed loan should be controlled,

MCPW should be expanded to the rural areas and other part of the urban areas. He has

also suggested that loan disbursement should be made on target women, confidence of

the women should be raised, and priority of the participating should be found. He has

further suggested that lending project should be supervised regularly; the participant

women should be made well conscious about the proper utilization and mobilization

of saving.

Shrestha (2011) conducted research work "An Impact of SFDP in Rural Area: A Case

Study of Kaski District" The major objectives of his studies were: (i) to show whether

the MCPW project in rural area of Kaski district has been providing the microcredit

facilities to the rural poor women or not. (ii) to measure the ratio of loan disbursement

and repayment rate, and (iii) to find out whether any change have been seen in the

livelihood of the poor women. He has found that the impact of the project is positive,

most of group leaders have responded curiosity about saving and credit cooperatives

in all the VDC of the project area, and the blanket approach is not effective even

within the project area. He has suggested that there should be a good facility to

transfer group saving in cooperative account, livestock insurance product needs to

make more effective and practical, and there should be an effective participatory

monitoring and evaluation system to sustain MCPW in Kaski district.

Dargi  (2011)  had made a study of the women's economic participation to their house

hold management in Lamjung district. The objectives of his studies were: (i) to study

the social economic condition of women.(ii) to assess the role of women in their

economic support to their families (iii) to study women's participation in the

household activities and decision making process.(iv) to suggest measure for uplifting

their status in the society. His research work is mainly based on field survey. The

finding of his study reveals that the women are found to have concentrated mainly on

household and kitchen chores coupled with substance farm management, women are

found relatively backward, they have nominal share in property ownership, decision

making role increases as the age of the women increases, the population is engaged

and depends mainly on the agriculture etc. He has suggested that the overall literacy
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rate should be increased with special emphasis upon promoting higher literacy rate

among the women, employment opportunities should be made available for the

educated girls and women, the government should lunch various poverty alleviation

programmes with special focus as the poor and disadvantaged women etc.

2.3 Research Gap

Different scholars and researcher has done research in the difference field of

Microfinance related to women. In the concern of Women’s Participation in

Microfinance A Case Study of the program of Chhimek Laghubitta Bikas Bank in

Bharatpokhari, Kaski not done by other in this topic. However this study is

conceptually new, so, for the researcher have the idea on it. This research paper is

different from others in the case that is trying to find out the “Women’s Participation
in Microfinance A Case Study of the program of Chhimek Laghubitta Bikas Bank in

Bharatpokhari, Kaski.” This research is trying to discuss about impact in case of
saving activities, loan activities, loan disbursement and its recovery as well as

investment and income. It is also trying to discuss about different profiles of

respondents. This paper is trying to discuss on the poorest of the poor women’s
financial condition.
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CHAPTER - III

RESEARCH METHODOLOGY

This study attempts to make assessment of performance of micro-credit programme

for women. To accomplish these objectives the study follows the methodology

described in this chapter.

3.1    Research Design

The research design is the outline of a plan to test the hypothesis and should include

all the procedures that follow. Research design is the plan, structure and strategy of

investigation conceived so as to obtain answers to research questions and to control

variance. The research design refers to the entire process of planning and carrying out

a research study (Wolf & Pant, 2002). Descriptive and analytic research design

mainly has been used in this study.

3.2 Study Area

The study area is limited with in Bharatpokhari VDC, Kaski. The sample is selected

from groups of women. The study covers only five years. The study is analyzed on

the basis of the performance of participating people from micro enterprise groups.

3.3   Population and Sample

There are 412 total populations in MCPW by the end of Poush 2070 B.S. in

Bharatpokhari VDC, under Chhimek Laghubitta Bikas Bank (CLBB) which is

regarded as size of sample 50 women would be selected out of total population 412

for the study.



44

Table 3.1

List of Groups of Microcredit Programme for Women in Bharatpokhari VDC

S. No.
Name of Community Development

Group
Ward

No. N n (n/N%)

1. Janachetana Group 8 19 2 10.53

2. Annapurna Group 8 11 3 27.27

3. Bhavisya Nirman Group 8 20 2 10.00

4. Chandi Group. 9 13 2 15.38

5. Gandaki  Group 9 24 3 12.50

6. Lali Gunras Group 6 11 3 27.27

7 Nabodaya Group 6 28 2 7.14

8 Janajagriti  Group 4 22 2 9.09

9 Mujur Pankhi Group 4 30 3 10.00

10 Suva Lav Group 5 21 3 14.29

11 Manakamana  Group 5 22 2 9.09

12 Milansar  Group 7 31 4 12.90

13 Milanchowk  Group 3 25 3 12.00

14 Lamgadi  Group 3 15 2 13.33

15 Machhapuchchhre  Group 1 17 3 17.65

16 Pragati  Group 1 15 2 13.33

17 Laganshil  Group 1 17 2 11.76

18 Tintara  Group 2 30 2 6.67

19 Shiva Shakti  Group 2 19 3 15.79

20 Janajyoti   Group 2 22 2 9.09

Total 412 50 12.14%

Source: Field Survey, 2070.

Note: 'N' indicates the total number of women in the group and ‘n’ indicates the

number women selected for the study.

This study covers all the 20 groups. But it does not considered all the member of

women for the purpose of study due to the limitation of time, budget, area, and non

respondent of information among the 412 women, the study has been confined to only

50 women via simple convenience sampling method. These women selected for the

study are considered as representative of the population are shown in Table3.1
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3.4 Nature and Sources of Data

This study is basically based on primary data. These primary data are quantitative in

nature. Similarly other relevant secondary data and information used in this study

have been collected from different sources such as: Audit reports women’s

participation in microfinance program of Bharatpokhari VDC Kaski which is

submitted in  annual reports of CLBB of Lekhnath Kaski , website of UNDP, ADB/N

and others related Microfinance/microcredit, and various research studies,

dissertations and articles related to the study.

3.5 Data Collection Techniques

This study is basically based on primary data. Primary data are collected using

questionnaire. Secondary information were collected from the reports of

Bharatpokhari VDC Kaski, journal of microfinance, published books, unpublished

books, thesis and newspaper and other related published journals and articles.

3.6 Method of Data Analysis

Analysis is the careful study of available facts so that one can understand and draw

conclusion on the basis of established principles and sound logic. The collected data

are classified, tabulated and analyzed.
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CHAPTER - IV

PRESENTATION AND ANALYSIS OF DATA

This chapter attempts to study and analyze impact of Microfinance on socio-economic

condition and living standard of people of Bharatpokhari VDC Kaski Microfinance

program encourages women to deposit certain amount of money regularly. This

program is initiated to increase self reliance, strength and group cohesiveness among

group members and it also help to maintain sustainability of the program. This chapter

is fully devoted to analyze the various issues of this study to fulfill the research

objective.

4.1 Introduction of Bharatpokhari VDC

Bharatpokhari VDC is the one of the 23 VDCs of Kaski district wedged statically

between Dulegaunda VDC Tanahun in the East, Nirmalpokhari VDC in the west,

Taksar VDC and Firfire Dhorfirdi VDC the South and Pokhara and Lekhnath

Municipality in the North spans 36.62 Square Kilometers. The population of this VDC

is 12,408, out of which 6,100 (49.16%) are males and 6,308 (50.84%) are females.

Approximately 32.53 % people live in under poverty, out of which 6.43% are under

absolute poverty line. The literacy rate of this VDC is found to be 86.25%. The main

ethnic groups residing over this village are Brahmin, Chhetry, Gurung, Magar, Kami,

Damai, Sarki, Newar, Bhujel, Thakuri, Giri, Dura, Gandarbha etc. Hindu is the main

religion in the village. Besides them Bauddha, Islam, Christian religions are in exist.

In Bharatpokhari VDC micro-credit programme has been launched since. (Acharya,

2012)

Now a day’s besides UNDP programme different types micro credit organizations like

Chhimek Laghubitta Bikas Bank, Deprox Development Bank, NESTO Nepal,

Muktinath Bikas Bank micro credit Department  and Bharatpokhari Saving and credit

co- operates, Suraksha Saving and Credit Co-Operates and Paluwa saving and Credit

Co-Operatives, Different types of Social Organizations are acting on micro credit

activities in the VDC. The general objective of the micro credit programme is to
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improve socio-economic conditions of the poor and deprived women. However the

specific objectives are:

 To improve the quality of life and their living standard.

 To provide financial and non-financial services based on need of operation.

 To  provide  necessary  institutional  support  to  other  institution  having

similar objectives.

 To assess larger loans, based on repayment performance.

 To create   income   and   employment   for the poor people by opportunity

mobilization of saving.

 To   provide   assistance   to   the   poor   and   marginalized   women   of

Bharatpokhari VDC Kaski, regardless of where they live in and who they are.

 To promote the locally available technology for the best use of the internal

available resources. Sources: District Development Committee, Kaski

4.1.1  Overview of Chhimek Laghubitta Bikas Bank Ltd

Chhimek Laghubitta Bikas Bank Ltd has been established under the

development bank act 2052 with acceptance of NRB of 2058 Bhadra 28. This

is ‘D’ class financial institution authorized by NRB under current Bank &

Financial Institution Act 2063. Its Prompters are Chhimek Samaj Sewa

Sanstha, Himalayan bank, BOK, NABIL bank and reputed persons of the

society. This bank issued share for general public (IPO) at Fiscal Year 2061/62.

At the initial stage the bank’s central office was in Hetauda. After the

acceptance taken from NRB to operate in national level the central office is

changed to Naya Baneshwor 34, Kathmandu from Hetauda. According to

report of 2070 Ashad end, it has covered 39 districts having 69 branches and

providing services to gross 174,022 household and families. Among these

branches one is situated at lekhnath-7, Talchowk Kaski.

4.2      Loan Disbursement and Utilization Conditions

Here, primary as well as secondary data has been used to know the existing position

of credit (loan). Total investment in Bharatpokhari VDC in different year has been
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shown by using secondary sources of information and total loan of the respondents

are shown by using primary data. Group saving and the other funds provided by

micro-credit programme are invested to the members on the basis of group's guaranty

without collateral to increase the income of the women. Total investment of micro-

credit programme in Bharatpokhari VDC since, its establishment to the end of Chaitra

2068 is presented in table 4.1

Table 4. 1

Sector wise Investment in Different Years in Bharatpokhari VDC

(Rs in 000)

S.
N.

Year
Invest. sec.

2064 2065 2066 2067 2068 Total (Percentage)
%

1 Agriculture 825 1242 1818 2220 2600 8705 43.99

2

Poultry

Farming 374 562 771 998 1230 3935 19.88

3

Retail

Business 335 481 661 840 1560 3877 19.59

4

Buffalo

Keeping 223 389 500 940 1220 3272 16.53

Total 1757 2674 3750 4998 6610 19789 100%

Percentage (%) 8.88 13.51 18.95 25.26 33.40 100%

Source: Annual Report, Ashad 2069, Chhimek Laghubitta Bikas Bank, Kaski

The Table 4.1 shows that out of the total Rs. 19789 thousand investment for five year

of micro-credit programme, 43.99% (i.e. Rs. 8705 thousand) investment is made in

agriculture sector, 19.88% (i.e. Rs.3955 thousand) investment is made in poultry

farming, 19.59% (i.e. Rs.3877 thousand) investment is made in retail business and

16.53% (i.e.Rs.3272 thousand) investment is made in buffalo keeping respectively.

Similarly the above table 4.1 shows that out of the total investment of Rs 19789

Thousand, 8.88% (i.e. Rs.1757 thousand) investment is made in year 2064 for

agriculture, poultry farming, retail business and buffalo keeping and 13.51%, 18.95%,

25.26%, and 33.40% in year 2065, 2066, 2067, and 2068 respectively.

Figure 4.1 shows that the highest coverage of investment is made in agricultural
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sector (i.e. Rs. 8705 thousand out of 19789), where as the lowest coverage of

investment is made in buffalo keeping (i.e. Rs.3272 thousand out of 19789 thousand).

Figure 4.1

Sector Wise total Investment in Five Years in Bharatpokhari VDC
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Similarly five-year trend line (figure 4.2) indicates the upward movement or

increasing trend of investment in each year from the intervention of the programme to

the end of 2068B.S.

Figure 4.2

Trend Line of Investment Over Five Years Period
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4.1.2    Loan Disbursement to the Sample Women

Out of the 50 sample women, cent percent women have received loan from the

programme at least one time. Total loan disbursements to the respondents of sample

survey are presented in table 4.2.

Table 4.2

Loan Disbursement to the Borrowers

S.

N.
Investment Sector No of Borrowers %

loan Disbursement

(Rs in 000)
%

1 Agriculture 26 52 918 47.47

2 Poultry Farming 7 14 280 14.48

3 Retail Business 13 26 623 32.21

4 Buffalo Keeping 4 8 113 5.84

Total 50 100 1934 100.00

Source: Field Survey, 2070.

Table 4.2 reveals that out of the 50 borrowers of Sample survey, 47.47% women

received loan to invest in agriculture sector, 14.48% women received loan to invest in

poultry farming, 32.21% on retail business and 5.84% on Buffalo keeping

respectively. Similarly from the above table it is seen that total loan amount received

by respondent was Rs 1934 thousand, out of which they have invested 47.47%

(i.e.Rs.918 thousand) on agricultural sector. Proportion of other sector of investment

such as poultry forming, retail business, and buffalo keeping was 14.48%, 32.21%,

and 5.84% (i.e. Rs.280,623and 113 thousand) respectively.

Similarly the figure 4.3 indicates the highest proportion of investment is made in

agriculture sector (i.e. 918 thousand invest), and lowest proportion of investment is

made in buffalo keeping (i.e.Rs.113 thousand invest).
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Figure 4.3

Loan Disbursement to Sample Women (Rs in 000)
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4.1.3    Loan Size of the Borrower

Out of 50 sample women from the total 20 group, the highest 40% of the women are

taken loan for agriculture (i.e.41.32% of 1507 thousand) in the range of 35000-40000

and similarly the lowest 2% of the women taken loan for the retail  business  and

buffalo  keeping  in  the  range  of  5000-10000.  The details are shown as under.

Table 4.3

Loan Size and Numbers of Borrowers

S.

N.

Loan

Amount

Number of

Borrowers

Percentage of

Borrowers
Sector

1 0-5000 2 4 Retail & Housing exp.

2 5000-10000 1 2 Retail & Buffalo

3 10000-15000 2 4 Buffalo farming.

4 15000-20000 3 6 Poultry & buffalo

5 20000-25000 3 6 Poultry Farming

6 25000-30000 6 12 Agriculture & Poultry

7 30000-35000 13 26 Agriculture & Poultry

8 35000-40000 20 40 Agriculture

Total 50 100

Source: Field Survey, 2070.
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Table 4.3 shows the scenario of the loan amount and percentage of the total

borrowers. Since, the borrowers are curious about the use of the loan for agriculture,

poultry farming, retail business and buffalo keeping, they demand accordingly to the

need of their enterprise. Out of 50 sample women, about 26% of the sample women

have borrowed Rs 30000 to Rs 35000 and 40% women have borrowed Rs 35000 to

Rs 40000.

Figure 4.4 shows loan amount taken buy respondents in different range. Out of 50

respondents 33 respondents have taken loan above Rs. 30,000.

Figure 4.4
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Only 3 respondent women have taken loan below Rs. 10,000 for their respective

purpose.

4.1.4    Purpose of Loan and Its Proper Utilization

Micro-credit programme has mobilized loans for various purposes. In this study,

attempt has been made to find out whether mobilized loans are properly utilized or

not. Loan utilization schedule of the sampled women are presented in table 4.4



53

Table 4.4

Loan Utilization Schedule of the Sample Women

S.N.
Investment

Sector

Women Using the

Loan

Women

Misusing the Loan

Total

Number

of Borrowers

No % No %

1 Agriculture 20 76.92 6 23.08 26

2 Poultry Farming 5 71.43 2 28.57 7

3 Retail Business 11 78.57 3 21.43 14

4 Buffalo Keeping 2 66.67 1 33.33 3

Total 38 76.00 12 24.00 50

Source: Field Survey, 2070.

The table 4.4 denotes that among the total participants, 76 percent women have used

the loan for the very purpose and 24 percent women have used their loan for various

purposes other than the objectives of the loan (i.e. misusing the loan).

On sector wise basis, 76.92 percent from agriculture, 71.43 percent from poultry

farming, 78.57 percent from retail business and 66.67 percent from buffalo keeping

have invested their loan on the very purpose. Likewise, respectively from the same

group 23.08 percent, 28.57 percent, 21.43 percent and 33.33 percent misused their

loan.
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Figure 4.5

Sector wise Loan Utilization
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Analyzing the figure 4.5, it has been found that larger numbers of women have used

the loans for the very purpose and smaller numbers of women used the loan for

various purposes other than the objectives of the loans.

In further analysis, it is observed that women generally misused their loan to pay old

debt and few of the women misused their loan even for household expenses.

Following table 4.5 clarifies the situation.

Table 4.5

Number of Women Misusing the Loan

S.N. Investment Sector
Paying Old

Debt

Household

Expenses
Total

1 Agriculture 2 4 6

2 Poultry Farming 1 1 2

3 Retail Business 2 1 3

4 Buffalo Keeping 0 1 1

Total 5 7 12

Source: Field Survey, 2070.
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From the table 4.5 and figure 4.6 it is clear that almost 50% of women misusing loan

belongs to occupation agriculture. Out of them majority of women have misused their

loan for household purpose. Out of total women taking loan for poultry farming, 1 are

misusing loan for paying old debt and 1 are misusing loan to meet household

expenses. In retail business, majority of women are misusing their loan to pay old

debt.

Figure 4.6

Causes of Misusing the Loan
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In buffalo keeping, all women missing loan are meeting their household

requirement.

4.3      Occupation and Income Level

Occupation represents regular employment of the people for earning purpose. It is a

basis to generate income. The pattern of women as well as household occupational

confinement in the study area seems to differ among every community. Their

occupational involvement largely seems dual in character. But for the purpose of the

study only one major occupation of the Women is considered.
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4.3.1 Occupation of the Respondents before Involving in Micro-

credit Programme

Table 4.6 reveals that the sample women were engaged in varieties of economic

activities before lunching micro-credit programme.

Table 4.6

Occupation of the Respondents before Borrowing

S.N. Occupation No of Borrowers
Percentage of the

Borrowers

1 Agriculture 30 60

2 Retail Business 8 16

3 Poultry Farming 7 14

4 Buffalo Keeping 5 10

Total 50 100%

Source: Field Survey, 2070.

Figure 4.7

Occupation of the Borrowers before Borrowing
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Out of total borrowers of sample survey, 60% were engaged in agriculture, 14% were

engaged as poultry farming, 16% were engaged in retail business and rest in buffalo

keeping.
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4.3.2  Occupation of the Respondents after Involving in Micro-credit

Programme

Table 4.7 shows that 44% of the respondents are engaged in agriculture, 24% in

poultry farming 18% in retail business and rest on buffalo keeping.

After implementation of the programme, women have started different occupation

according to their own entrepreneurship talents.

Table 4.7

Occupation of the Respondents after Borrowing

S.N. Occupation
No of

Borrowers

Percentage of

Borrowers

1 Agriculture 22 44

2 Poultry Farming 12 24

3 Retail Business 9 18

4 Buffalo Keeping 7 14

Total 50 100%

Source: Field Survey, 2070.

Thus after implementing micro-credit programme, women have left previous

traditional occupation and have started such business, which are economically

beneficial.
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Figure 4.8

Occupation of the Respondents after Borrowing
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Major shift has been observed from agriculture, buffalo keeping and wage earners to

poultry farming, retail business and hotel business.

4.3.3 Impact of the Borrowing

While studying impact of Micro-credit Program in the VDC it is observed that

multiple impact on income level, change in occupation and change in living standard

(i.e. consumption pattern, sheltering pattern, clothing pattern etc.) is more

pronouncing. The detailed analyses have been presented as below:

4.3.3.1 Changes in Income Level

In the study area income denotes the earning of the borrowers annual average from

any productive activity. For the purpose of the study only the income which is earned

by the sale of product is considered. Following table 4.8 shows the increase in income

level of the borrowers after taking loan from micro-credit programme in different

investment areas of occupation.
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Table 4.8

Annual Income of the Borrowers before and After the Program

SN
Investment

Sector

No of

Borrowers

Net Income

Before the

Programme

Net Income

After the

Programme

Increase in

Income Due

to investment

1 Agriculture 26 47700 67950 20250

2

Poultry

Farming 8 30650 47100 16450

3

Retail

Business 13 20800 31250 10450

4

Buffalo

Keeping 3 16900 23800 6900

Total 50 116050 170100 54050

Source: Field Survey, 2070.

Table 4.8 shows that the income of sample women has been increased significantly

after the program in each area of occupation. This fact has proved that the members

associated with the programme have significantly increased their annual income.

Figure 4.9

Annual Income Before and After the Program
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Figure 4.9 indicates that in all occupation level of income has been increased

significantly after implementation of micro-credit program.

4.4 Standard of Living

Training is a learning experience in that it seeks a relatively permanent change in an

individual that will improve the ability to perform on the job/occupation. It seeks to

change in skill knowledge, attitude, or behavior. Levin, I. Richard, Rubin S. David.

(2004). It is another major component of micro-credit programme. Women can

upgrade their knowledge, attitude, behavior and skill through training. Training

increases people’s skill in the related field. So it is necessary to provide training to

participant women to increase their capability on related field. During the survey it

has found that out of the 50 sampled women 41 women have got opportunity to

participate in one type of training programme or other. Chances of achieving training

are unequally distributed. Though every member has strong incentives to participate

in every training programme, priority is given to the manager and president of the

group members.

Standard of living refers to the usual scale of our expenditure, the goods we consume

and the services we enjoy. It includes the level of education, employment status, food,

dress, house, amusements and comforts of modern living. (Nagpal and Sell, 1985).

Here, for the purpose of the study impact of investment and training programme on

consumption, clothing and sheltering pattern of the people are assessed to measure

changes in the standard of living of the people.

4.4.1 Change in Consumption Pattern of the People

The table 4.9 shows that out of the 50 sampled women 62% sampled women's family

consume traditional food regularly on their family meal. After intervention of the

programme only 22% women have used traditional food on their meal. Thus the table

itself presents that the standard of living of people has been improved. To know

whether the standard of living of the people in the study area has been improved after

intervention of the programme the table 4.12 provides the clear picture.
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Table 4.9

Consumption Pattern of the People in Study Area

S.

N.
Fooding

No of Respondents

Before

Programme

After

Programme

1
Traditional fooding like pulse, rice and

bread in regular meal
31 11

2
Non traditional fooding: addition of egg

meat etc in tradition fooding.
19 39

Proportion of non tradition fooding P1=19/50 P2=39/50

Source: Field Survey, 2070.

Thus, from the above table it is clear that investment and training programme has

improved standard of living of the people in study area.

Figure 4.10

Comparison of Consumption Pattern of People
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After implementation of Micro-credit program, proportion of non- traditional fooding

people has been increased from 38 % to 78 %. The figure 4.10 reveals that significant

number of family has shifted to superior fooding habit.

4.4.2 Change in Clothing Pattern of the People

Following table 4.10 reveals that out of the sample population 40% women have

regular clothing problem on their family before intervention of the programme. After

the intervention of the programme only 24% women have clothing problem on their

family.

Table 4.10

Clothing Pattern of the People in Study Area

S.

N.

Clothing
No of Respondents

Before

Programme

After

Programme

1

Problem on regular clothing as

per necessity 20 12

2

Do not have problem on regular

clothing as per necessity 30 38

Proportion of Facilitated women

on clothing P1 = 30/50 P2 = 38/50

Source: Field Survey, 2070.

Thus, the investment and training programme has improved standard of living of the

people in study area.
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Figure 4.11

Comparison of Clothing Pattern of People
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The figure 4.11 reveals that significant number of family has no problem on regular

clothing as per necessity after intervention of the program.

4.4.3 Change in Sheltering Pattern of the People

Sheltering is another component of standard of living. During research study it has

found that all the respondents have their own house. Out of the sample population

only 58 % women's family have facility of toilet, bathroom and bio-gas facility before

the intervention of the programme. After intervention of the programme 80%

women's family have been benefited by the facility of toilet bathroom and bio-gas on

their house.
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Table 4.11

Sheltering Pattern of the People in Study Area

S.
N. Sheltering

No of respondents
Before

Programme
After

Programme

1 Do not have facility of toilet, bathroom and bio-gas 21 10

2 Have facility of toilet, bathroom and bio-gas 29 40

Proportion of Facilitated women on sheltering P1=29/50 P2=40/50

Source: Field Survey, 2070.

Thus from the above table it is clear that investment and training programme has

improved standard of living of the people in study area.

Figure 4.12

Comparison of Sheltering pattern of the People
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The figure 4.12 reveals that significant number of family has facilities of toilet,

bathroom and bio-gas after intervention of the program.

4.5      Perception of Users Groups

Perception is the set of process by which an individual become aware of and interprets

information about the environment (Griffin, 2002). During the study it has found that

the programme has benefited all the respondents. Out of the sample population, 58%
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women have perceived high benefit from the programme and 42% women have

perceived low benefit from the programme. Here, for the purpose of the study

perception of the sample women towards the programme with respect to age structure

and educational level are presented and analyzed by using χ2 test.

4.5.1   Perception According to Age Structure

From the survey it has found that all the sampled women are married and the age

structure of sampled women are in the range of 20-65 years. Distribution of the

sampled women with respect to age structure towards the perception of the

programme are shown in table 4.12

Table 4.12

Distribution of the Sampled Women with Respect to Age Group

S.N. Age Group Perception Towards the Programme

TotalHigh Benefited Low Benefited

1 Below 25 3 4 7

2 25-35 7 7 14

3 35-45 9 8 17

4 45-55 5 4 9

5 55-65 2 1 3

Total 26 24 50

Source: Field Survey, 2070.

The above table 4.12 itself reflects that highest numbers of participant of the

programme are in the age group of 35-45 years followed by the age group of 25-35

years.
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Figure 4.13

Perception Towards The Program Across Age Group
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4.5.2 Perception According to Educational Level

Education is taken as an indicator of the development of the nation without which

social, agricultural and economic development cannot be possible. Though, education

is the lamp of the world, majorities of the sampled women is under S.L.C. in

Bharatpokhari VDC. Distribution of the sample women with respect to educational

level towards the perception of the programme is shown in

Table 4.13

Distribution of the Sampled Women with Respect to Educational Level

S.

N.
Educational level

Perception Towards the Programme
Total

High Benefited Low Benefited

1 Illiterate 5 8 13

2 Literate 7 6 13

3 Class(5-10) 5 5 10

4 S.L.C. passed 7 4 11

5 Intermediate and above 2 1 3

Total 26 24 50

Source: Field Survey, 2070.
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The table 4.13 indicates that among the sampled population only 28% women are

S.L.C. passed and above.

Figure 4.14

Perception towards The Program Across Age Group
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This situation depilated shows that the programme has been able to attract and involve

even illiterate and uneducated women.

4.6      Sustainability of the Programme

Sustainability is the development process in which the exploitation of resources,

direction of the investment and institutional changes are made consistent with future

as well as present needs (Dahal: 1998). Here, for the purpose of the study repayment

rate of loans is assessed to measure the sustainability of the programme in

Bharatpokhari VDC Kaski.

4.6.1    Repayment Rate

Repayment rates measure the amount of payment received with respect to the amount

due. The repayment rate measures the historical rate of loan recovery (Lenderwood:

1999). The capacity of loan repayment has a consequential impact upon the state of

loan recovery. Regularity in the repayment of loan is an essential condition of the

performing loan. The response on regularity situation of loan is shown in table 4.14
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Table 4.14

Response on Regularity Situation of Loan Repayment

Investment
Sector

Sample
Women

Regularity in the Repayment of Do  not  Repay
Both the

Principle and
Interest

Regularly

Both the
Principal

and Interest

Only
Principle

Only
Interest

No % No % No % No %
Agriculture 24 20 83.33 2 8.33 1 4.17 1 4.17

Poultry

Farming 11 9 82 1 9 1 9 0 0

Retail

Business 8 7 88 1 12 0 0 0 0

Buffalo

Keeping 7 6 86 0 0 1 14 0 0

Total 50 42 84 4 8 3 6 1 2

Source: Field Survey, 2070.

Figure 4.15

Loan Repayment Schedule

20

2
1 1

9

1 1 0

7

1 0 0

6

0 1 0

0
2

4
6

8
10
12

14
16
18

20

N
o.

 o
f W

om
en

Agriculture Poultry Farming Retail Business Buffalo Keeping

Investment Sector

Both the Principal and interest

Only Principle

Only Interest

Do not Repay both te Principle
and Interest Regularly

The table 4.14 reveals that out of the total 50 sample population, 84 percent women

are found to be regular in the repayment of both the principal and the interest in time.

Similarly 8 percent women are found to be regular in repayment of principal only and

6 percent women are found to be regular in repayment of interest only. But 2 percent

women are found to be irregular in repayment of both principal and interest.
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On sector wise basis, 83.33 percent from agriculture, 82 percent from poultry

forming, 88 percent from retail business and 86 percent from buffalo keeping are

found to be regular in repayment of both the principal and the interest. Likewise, 8.33

percent from agriculture, 9 percent from poultry farming and 12 percent from retail

business are found to be regular in repayment of principal only in due time. Similarly

4.17 percent from agriculture, 9 percent from poultry farming, and 14 percent from

buffalo keeping are found to be regular in repayment of interest only but not the

principal in due time. Similarly it has found that 4.17 percent women from the

agriculture sector are found to be irregular in repayment of both principal and interest.

The result signifies that the ratio of participants repaying of both principal and interest

is significantly higher. But still some of the members from all the group have been

failed to paid principal and interest in due time. Among the different groups, the

regular repayment situation of retail business and buffalo keeping is better than the

repayment situation of agriculture and poultry farming. Why borrowers are not

repaying the loan in time? The reason behind is high household expenses, high

interest rate and traditional attitude of non-payment of government loan in time with

the expectation of rebate and discount from the programme.

4.7      Major Findings of the Study

This study used descriptive statistics analysis to accomplish the objectives of the

study.  Similarly different indicators such as histogram, trend analysis, Pie chart, and

repayment rate and loan utilization schedule are used to fulfill the objectives of the

study. The major findings of the study are noted as below:

 Out of the total investment of micro credit program, highest proportion of

investment is made on agriculture sector followed by poultry farming, retail

business and buffalo keeping

 Total annual investment in different occupational sector is increasing throughout

the study period.

 After the intervention of the credit program, major shift has been observed from

occupation agriculture, buffalo keeping, poultry farming and retail business.

 Majority of individual borrowers of Micro-credit Program are taking loan in

between Rs. 30,000 and 40,000.
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 75% of the borrowers are using their loan properly but 25% are misusing their

loan for other purpose to pay old debt.

 Out of total loan misused, almost 50% of borrowers belong to agriculture

occupation and most of them are misusing their loan for meeting their household

expenses.

 It is observed that standard of living of the borrower have been increased due to

investment programme (i.e. increase level of income, change in consumption

pattern, change in clothing pattern, change in sheltering has been observed.) 52%

women have perceived high benefit and 48% women have perceived low benefit

from the program.

 Although the participant women have their own house. Around, 25% of women

are deprived of general facility of house such as toilets, bathrooms and bio-gas

even after the engaging in the programme.

 All the participant women are married and the age structure of sample women are

in the range of 20-65 years.

 Most of the participant women are found to be literate. According to sample

survey 74% women are found to be literate and only 26% women are found to be

illiterate. Thus, literacy rate of participant women is more than national literacy

rate of the women.

 Most of the participant women repay the loan in due time. On observation, it is

found that 84% women repaid the loan in due time but 16% women did not repay

the loan in due date.
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CHAPTER - V

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1      Summary

Poverty alleviation has been the major concern of debate in developing world. In

Nepal, the women comprising half of the total population are relatively backward in

terms of opportunities to participate in the mainstream of development. Main and

women are said to be two wheels of a cart. But proportion of women as member

parliament, burocrats and professional are quite small. Majority of women are

illiterate and engaged in agriculture for their livelihood. In recent years, there has

been a growing realization of the importance of women’s participation in the
development.

Women are the important source of energy for their development and their group can

be an effective channel for resources aimed at meeting the need of poor people in the

rural as well as in urban areas. This potential can be best realized if they are integrated

into the whole spectrum of development programme rather than regarded as a

marginal group of the society.

In recent years, there has been a growing realization of the importance of women's

participation in development process. As a consequences numerous national as

international organization have been established which carry out programmes targeted

at enabling women to become aware of their situation and exploit potential to gain

relative economic independence together with a better position in their household and

society. Provision of credit is generally regarded as a strong potential force for

achieving the goal of poverty alleviation.

Although, the cooperative movement has long history in Nepal, the micro credit

programme targeted to the women is a recently development strategy to bring about

changes in quality of life of women. The strategy has adopted the concept of poverty

alleviation by providing both the credit and technical services such as training and

other productive input and services.
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Micro-credit programme for Women’s Participation in Microfinance A Case Study of

the program of Chhimek Laghubitta Bikas Bank in Bhatatpokhari, Kaski in the field

of microfinance/credit. The programme has completed 10 years in Bharatpokhari

VDC. In this connection, the study has tried to identify the overall impact of the

programme to the women.

This study has been carried out in Bharatpokhari VDC covering all 9 wards. The

broad objective of this study is to examine the performance of the programme. The

total participants of the programme are 412. Out of this 50 women were taken as

sample for the study purpose. The study is generally based on primary data. To

conduct these studies descriptive, correlational, causal and comparative and analytical

approach of research design has been adopted.

The study has found that the participant women have significantly increased their

economical income, social status and awareness after involving in the programme.

The volume of investment, income and saving are positively increased in each year.

The study shows that there has not any association to the perceived benefit from the

programme towards the age group and educational level of the participants. Similarly

improvement in the facility of consumption, clothing and sheltering shows the

significant improvement in the standard of living of the people. Majorities of the

participants have got training. The relation of investment is found to be positive with

earning of the respondent. Similarly the study reveals that most of the respondent has

repaid loan and interest in due time and majority of the participant has utilized their

investment properly. Thus overall impact of the programme is found to be positive;

their standard of the living has been improved significantly.

5.2      Conclusion

Some of the conclusions can be derived about the program implemented in the study

area of Bharatpokhari VDC Kaski. The conclusions can be mentioned as follows.

 Group saving plays the vital role as source of financing.

 The group activities investment, high rate of repayment and utilization of loan are

found to be satisfactory.
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 The financial sustainability and viability of the program in Bharatpokhari VDC,

Kaski is guaranteed.

 Majority of clients have interested in agriculture.

 Saving capacity and habit has increased after the program intervention.

 The repayment of the loan is due time is good.

 There is no evidence of association between factors such as age group and

educational level with perceived in program they have been able to achieve some

kind of benefit from the program.

 All the participant of the sample survey has been able to increase their income and

the program intervention has brought significant change in livelihood of the

members.

 Loan recovery pattern seems sound.

 Majority of respondents falls in middle aged.

 Majority of the client has improved their living standard and they have shown the

full commitment over the program.

5.3 Recommendations

On the basis of findings and conclusions of the study some suggestions has been

provided. The researcher believes it would be helpful for enlistment of the present

situation and it would also provides guidelines for further planning and

implementation of micro credit practice in other VDC of the nation.

 Group saving is of great importance in the rural economy. Though, the credit

groups are supported to deposit a certain amount but there is need to adopt

incremental approach, i.e., saving should be increased as income starts to increase

from the programme.

 Investment should be increased the income still the productive investment should

be raised, which may promote loan repayment and utilization of the loan.

 If the borrowers did not repay the loan in due time, they should be motivated to

repay on time by offering cash discount and rebate in interest. It could be

introduced fine of penalties to motivate to pay on time.

 Poorest of the poor women should be focused by the program by self income

generating activities.
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 National microfinance policy should be formulated to increase outreach to the

poorest of the poor and deprived women.

 This study has used limited respondents from a large population. It would be

better to replicate this type of study taking large sample.

5.4      Recommendations for Further Research

The researcher faced various resources constraints. Microfinance programs are

designed to the uplift of poorest of the poor of the society who are deprived, socially

backward, economically weak and mainly. But here only a general study focusing

microfinance have been conducted. There may be studies about the current status of

minority and socially backward groups (Kami, Damai, Sarki and Gaiene) involving in

microfinance program on ways and means to uplift the backward and scheduled casts

may be undertaken by the future researchers.
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Women’s Participation in Microfinance

A Case Study of the Program of Chhimek Laghubitta Bikas Bank in

Bhatatpokhari, Kaski
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