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ABSTRACT
In response to NMBA call for a survey among MFIs in learning their present situation and
preparedness for business revival, 54 out of 89 existing MFIs (61%) responded with filled-in
questionnaire. The survey amidst COVID-19 pandemic found that they are running business
minimally taking precautionary measures on health and hygiene and also contributing to the
relief and support efforts as called in by the government. All sectors of their loan portfolio
are found affected due to lock down and their sustainability has weakened. The average NPL
went up from 1.87% in mid-January to 2.56% in mid-April and OSS came down from
124.78% to 116.97%. This meant 37% increase in NPL and 6% decrease in OSS in the quarter
of the emergence of the pandemic. The average profit also fell by 17% in the first month of
the emergence of the pandemic.
The MFI staff and members alike are impacted more negatively. While the staff risk losing
the job, 1.9 million of MFI borrowers may need more time in reviving their businesses as
they lost income for various reasons. MFIs differ on likely business scenario post lock down
period but mostly agree in that there would be liquidity crunch in the market due to
increase both in savings withdrawal and loan demand. Several innovative business recovery
strategies are agreed upon including prioritizing microenterprises, following alternatives of
the Centre system, promoting digital transaction, and emphasizing secured loan and
individual transaction. They see their clients need multiple policy provisions in remaining
solvent and have high support expectations from key stakeholders in keeping them afloat. In
conclusion, MFIs are found impacted at varying scales by the pandemic due to resulting
lockdown and social distancing measures and in desperate need of timely policy and
program measures.
The study provides recommendations for the key stakeholders drawn mostly from the
respondents' expectations. Member MFIs are suggested to ensure staff loyalty, keep clients
in confidence, and launch innovative products and work modalities. NMBA is to assume
frontline role as a knowledge centre and engage intensively with concerned stakeholders in
pursuing MFI-friendly policies and projecting their real contribution to the society and
economy as well as engage with MFIs in promoting collaborative operating environment.
For NRB, provisions for ensuring concessional long-term fund and broadening the scope of
loan investment as well as added incentives for encouraging MFI merger and acquisitions
were suggested. Finally, it is recommended that the government create environment for
resuming economic activities, announce appropriate relief packages, recognize the
microfinance role, and establish a separate microfinance fund.

v

A. INTRODUCTION
1. Background
The corona virus disease (COVID-19) identified in December 2019 has since spread globally. Its'
spread has threatened human lives, disrupted livelihoods, and affected trade, economy and
businesses worldwide. As of end-May 2020, the corona virus cases have crossed 6.2 million with
over 373 thousand deaths globally. While the policy measures to contain corona virus, viz.
lockdown and social distancing are critical for saving people’s lives, these measures have
affected the live and livelihoods of millions of the people as the economic activities have
shutdown, travels are banned, and movement of goods and services are restricted. The
microfinance sector that provides financial services to the poorest and most vulnerable segment
of the society is hit hard with the lockdown. Moreover, those following a high touch business
models face additional challenges as social distancing measures are implemented resulting into
drop and eventual halt in the loan repayment rate.
2. Country Context
The first case of COVID-19 in Nepal was confirmed on 24 January which crossed 1,500 with 8
deaths by end-May. It was only on 24 March, when the government imposed country-wide
lockdown for a week and all businesses came to a halt. The lockdown has since been extended
several times and running in the third month. In these days, the microfinance financial
institutions (MFIs), and their staff and members are surviving at a high risk. The MFIs are keeping
regular contacts with and counseling to their members and operating very limited businesses.
The ultimate impact and end of the pandemic are unknown, yet the microfinance professionals
are expressing need for new strategies to move along with the pandemic and some relaxation
on existing policies. In this context, Nepal Microfinance Bankers' Association (NMBA) in keeping
with its' facilitation and coordination role, has submitted on 22 April a set of suggestions on
potential policy directives by Nepal Rastra Bank (NRB - the regulatory body) in reviving and
stabilizing the microfinance sector.
The microfinance landscape in the country is diverse. As of mid-March, NRB has listed 89 MFIs,
which support 4.7 million members with a combined capital investment of NPR 21 billion and
mobilization of 20 thousand staff. The MFIs vary in terms of their working area (national,
provincial, more than 10 districts, 4 to 10 districts, and 1 to 3 districts), capital investment (NPR
11 million to 1,500 million), member size (1 thousand to 370 thousand) and years of operation (1
year to 20 years). The total savings, borrowing from different bank and financial institutions
(BFIs), and outstanding loan of the MFIs stood at NPR 102 billion, 132 billion, and 267 billion
respectively.
3. Survey Methodology
It is noted that NRB has conducted a study on current situation through a task force and
accordingly issued various circulars to BFIs as interim policy measures. However, there is no
authentic study among MFIs on the state of their present situation and preparedness for
business revival. As such, NMBA undertook a study of the MFIs through a structured
questionnaire survey.
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The survey objectives in relation to COVID-19 were to learn on: (a) immediate measures adopted
by MFIs, (b) initial effects on MFIs, staff and members, (c) business scenario and potential MFI
revival strategies, and (d) support expectations of MFIs from concerned stakeholders.
The data was collected through administering a structured questionnaire in Nepali language sent
to the CEOs of the listed 89 MFIs. The CEOs were considered as the key respondents on behalf of
the MFIs and their staff and members. The survey questionnaire was sent by email on 08 May
and the last response was recorded on 28 May. As envisaged, this report on the survey findings
would be shared among the participant MFIs and other stakeholders as e-copy and also
disseminated through other means including webinar program and newspaper article.
4. Respondent Characteristics
Out of 89 listed MFIs, 54 (61% response) including 3 wholesale and 51 retail MFIs responded to
the survey. The respondent retail MFIs represents a total of 3,184,341 members; 1,963,346
borrowers; and 13,063 staff
Table 1: Respondent MFIs based on Work Area
with an average size of
62,438 members; 38,497
borrowers; and 256 staff.
Likewise, the respondent
wholesale MFIs represent a total of 467 institutional borrowers and 69 staff. Over half of the
respondents (56%) are working at national level (Table 1).
Table 2: Respondent MFIs based on Member Size
Table 2 presents break
down of respondents in
Respondent
Cumulative
Member size
terms of their member
Number
%
Number
%
A Below 10,000
6
11%
6
11%
size.
The
survey
B 10.001-25,000
10
19%
16
30%
participation is higher from
C 25,001-50,000
17
31%
33
61%
the middle-sized MFIs (10
D 50,001-100,000
12
22%
45
83%
from B, 17 from C and 12
E above 100,000
6
11%
51
94%
from D category, totaling
F Wholesaler
3
6%
54
100%
39 out of 54, which is 72%
Total
54
100%
----of the total respondents).
Compared with MFI population data of mid-October 2019, the smallest sized MFIs (A)
represented less in the survey – only 6 (30%)
Chart 1: Respondents – Member per Staff
out of 20 existing MFIs, which forms only
2
3
(3.7%)
2
(5.6%)
11% of the total respondents. For the
(3.7%)
Below 100
respondent retail MFIs, the average
5
101-200
member/staff ratio is 243 and borrower/staff
(9.3%)
201-300
150. More (43%) respondents have 101–200
23
members per staff followed by 35% with
301-400
(42.6%)
19
201–300
members/staff.
Very
few
(35.2%)
Above 400
respondents have too low or too high
Wholesaler
member/staff ratio: two MFI each in below
100 and above 400 member/staff category
(Chart 1).
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B. SITUATION UNDER SIEGE OF COVID-19
1. Immediate Response
The individual health and hygiene and safety from the pandemic became the utmost
importance. As such, staff and member safety measures were employed by the respondents
while operating limited business as per the NRB directives. As the lockdown continued time and
again for almost indefinite period, immediate relief and support for those in needs were sought,
where most respondents have contributed in one form or other, reflecting on their values.
1. MFIs are taking precautionary measures in maintaining health and hygiene: The frequently
reported institutional response in controlling spread of pandemic included following
measures:
(a) Awareness raising programs for staff and members, including training, publicity
materials, phone calls, SMS, public service announcements by radio
(b) Safety measures in limited office operation: hand-wash using sanitizer, soap and
water; use of mask, gloves; use of cheque, e-transaction minimizing cash transaction;
single-handed use of office machinery; arrangement of warm water and refreshment
(c) Observation of lock down rules and social distancing measures including suspension
of field movements and meetings; individual dealing avoiding crowd; staff rotation,
shift-wise work, work from home, use of IT, and provision of staff leave
(d) Insurance coverage for staff against corona virus infection
Chart 2: Precautionary Measures

All
54
respondents
reported on various safety
measures adopted for
limited office operation.
However,
insurance
coverage for staff against
corona virus infection
seems
still
under
consideration as only 9
(17%) of the respondents
reported on it (Chart 2).
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Chart 3: Relief and Support Measures - Types
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in multiple ways: The
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undertook
a
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of
following initiatives:
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(a) Cash contribution in Relief Fund established at central/provincial/ local level
(b) Direct cash/in-kind support to members
(c) Facilitation for member relief from local and other entities
(d) Facilitation of mutual support among groups/members
The initiative most preferred is cash contribution to Relief Funds set up by the governments at
different levels, where 32 respondent MFIs have contributed and only few of them (12) has
supported their members directly with cash and/or in kind (Chart 3).
Chart 4: Relief and Support Measures - Intensity
Four of the respondent MFIs
20
(7%)
have
contributed
17
undertaking all four types of
15
12
12
above mentioned initiatives
9
10
followed by 12 MFIs (22%) each
4
with any three and any two
5
initiatives, and 17 MFIs (31%)
with one initiative. Nine
Planned
Any 1
Any 2
Any 3
All 4
respondents (17%), however
have plans for relief and support in near future (Chart 4).

2. Initial Impacts
2.1 Impact on Institution
To determine immediate effects at institutional level, some indicators of profitability/
sustainability, portfolio quality, and efficiency and productivity were examined.
3. All sectors of MFI loan portfolio are affected due to lock down including (a) agriculture and
animal husbandry, (b) small enterprise and cottage industry, and (c) service and others as
agreed by all respondents. Four respondents (7%), however noted that impact on the first
sector was nominal compared to other sectors.
4. MFI sustainability has weakened with decreased portfolio quality. As expected, the nonperforming loan (NPL) has gone up and operating self-sufficiency (OSS) came down in the
immediate quarter following emergence of the pandemic.
The average NPL for the respondent MFIs went up from 1.87% in mid-January to 2.56% in
mid-April. Again, average OSS came down from 124.78% to 116.97% for the same period.
This
means
an
Table 3: NPL and OSS - Respondent Average
increase of 37% in NPL
NPL %
OSS %
and decrease of 6% in
14-Jan-20
12-Apr-20
Diff
14-Jan-20 12-Apr-20
Diff
OSS in the quarter of
1.87
2.56
0.69
124.78
116.97
7.81
the emergence of the
37%
6%
pandemic (Table 3).
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Chart 5: NPL Movement

NPL
movement
5.00
varied across
4.00
2.70
2.56
3.00
2.34
the
2.35
2.20
2.00
respondent
2.40
2.11
1.99
1.87
1.86
1.00
1.50
0.08
MFI groups.
0.10
While
the
< 10k
10-25k
25-50k
50-100k
> 100k
Wholesale
Total
Member Size
impact
felt
most in the MFIs with lowest member size - a wide gap of 2.99 (pre 2.40 to post 5.39), no
significant change observed in case of wholesale MFIs. The MFI groups in between recorded
change in NPL in line with the industry average (Chart 5).
OSS movement across the respondent MFI groups followed the industry average except for
the first group
Chart 6: OSS Movement
with the lowest
14-Jan-20
12-Apr-20
160
member
size.
150.50
150
The impact here
140
132.51
125.94
felt most with a
124.78
123.12
138.50
130
121.78
120
gap of 15.42
110.67
123.92
119.18
110
117.45
116.97
115.75
(pre 110.67 to
100
post 95.25) and
90
95.25
< 10k
10-25k
25-50k
50-100k
> 100k
Wholesale
Total
the
OSS
Size
percentage has gone down the break-even point (ChartMember
6).
6.00

5.39

14-Jan-20

12-Apr-20

5. MFI self-sufficiency has weakened with decreased profit level. The average profit of
respondent MFIs has gone down from 64 million in mid-March to 53 million in mid-April. This
means a decrease of 17% in the first month of the emergence of the pandemic (Table 4).
The profit has gone down across the respondent MFI groups except for the wholesale group,
which posted an increase of 54%. Significant reduction is noted in the largest group with
over 100 thousand members (34%) and smallest group with less than 10 thousand members
(27%).
Table 4: Profit - Respondent Average ('000)
2.2
Impact on Staff
6.
MFI staff are impacted
more negatively than positively.
A total of 152 positive and 190
negative counts were noted on
COVID-19 related impacts on
staff.
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Chart 7: Domains of Positive Impact on Staff
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Positive Impact: Staff used their surplus time with family members (A); in gaining and using
new knowledge, skill and technologies (B); and clearing pending tasks and updating their
office systems (C) as presented in Chart 7.
Besides these physical gains, most of the counts were noted at cognitive level: awareness,
self-realization, new thoughts, feeling of optimism etc. Staff developed new thinking on
short-term strategy in giving institutional continuity in difficult situation in a modified way;
showed self-confidence that program operation is possible, and felt importance of selfdependence and their role in betterment of the society (D). They became aware on and
practiced maintaining personal health and hygiene including precautionary measures in
remaining safe from the pandemic. In summary, there was good realization among staff that
'health is wealth' (E). Finally, staff have developed optimism that problem would not last
long and need of the day is futuristic thinking with willingness to serve the needy members
(F).
Negative Impact: As the real effects of the pandemic is yet to be seen, the situation is
uncertain. At most, one can envision an uncertain future and that is what reflected in the
response (Chart 8).
Chart 8: Domains of Negative Impact on Staff
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Staff members are anxious and fear due to uncertainty of their institution's future as
business has halted and loan recovery and new investment would be difficult in the post-lock
down period (A). They face difficulty moving in the field that may continue due to risk of
infection and non-cooperation from local entities (B). Again, staff fear infection to the self
and family members, and those staying distant from the family are mentally tense (C).
Finally, most counts (71) are noted on their perceived and real threats with their current job.
First, they are unable to perform optimally due to various reasons that may render non
attainment of their target. Second, as the situation deteriorates, they fear losing part of their
package, ultimately the job. Finally, passivity, laziness and disinterest have been developed
towards the job among some of them (D).
Chart 9: Time-lag in Reviving Member Business
2.3 Impact on Members
7. MFI clients may need more time in reviving
Operation w/n 1 mo
Operation w/n 3 mo
Operation
after
3
mo
their regular business. The respondent MFIs in
total have 1.9 million borrowers under
exposure of the pandemic and broadly one
525,047
742,284
third each of them might need timeframe of 1
(27.6%)
(39.0%)
month, 3 month, and beyond to revive their
businesses. Among the respondents, data
634,490
(33.4%)
from 51 retail MFIs in aggregate suggest that
525 thousand (28%) of their borrowers may
need a month once lock down is lifted for
them to regularize their business and repay
due loan installments as well as deposit some savings. But, for another 634 thousand (33%)
borrowers, three months time might be needed and for the rest 742 thousand (39%)
borrowers, more than three months time might be required (Chart 9).

8. MFI clients have lost income for various reasons. The respondent MFIs in total have 3.2
million members under exposure of the pandemic and most of them have lost income for
various reasons (Chart 10).
Chart 10: Reasons for Losing Income
Main reasons for members losing income as
Reasons for Losing Income (%)
recorded were: 31% due to closure of self
1.9%
2.9%
business (retail shop, restaurant etc.)
Illness
followed by 27% due to closure of market for
Other Reason
produce (milk, vegetable, live products, e.g.,
14.6%
31.4%
Return of Migrant
chicken, goat etc.); 22% due to closure of
Member
domestic employment. Likewise, return of
Closure of Domestic
22.3%
Employment
migrant member of family, illness of the
Closure
of
Market
for
26.9%
family members and other reasons including
Produce
migration and transport shutdown etc. were
Closure of Self
Business
recorded as reasons in losing income.
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C. REVIVAL STRATEGIES AND SUPPORT EXPECTATION
1. Outlook for Business
1.1 Outlook for Institutional Business
9. MFIs differ on likely business scenario post lock down period. On liquidity situation in the
market and improved recovery of loan installment and savings collection after the lock down
is lifted, the respondents have differing views with almost equal Yes/No votes (Chart 11).
Chart 11: Business Scenario Post Lockdown Period
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On likely liquidity situation in the market, 48 MFIs (89%) suspect liquidity crunch and only 6
(11%) envision increased liquidity. The liquidity crunch would be resulted due to increased
savings withdrawal as envisioned by 45 (83%) respondents and increased loan demand
envisioned by 44 (81%) respondents.
10. MFIs agree on adopting innovative business recovery strategies. Realizing that the business
would not be as usual in the post lock down period, respondents have agreed mostly on a set
of innovative strategies in recovering their business (Chart 12).
Chart 12: Potential Business Recovery Strategies
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1
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5 2
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secured loan

1 3
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While there is some reservation in following counter collection system (17 MFIs not in
favour), other five strategies met with majority acceptance including prioritizing
microenterprise business (93%), following alternatives of existing Centre system (89%),
emphasizing secured loan (87%), promoting digital transaction using IT (87%), and
emphasizing individual transaction (85%).
The respondents also suggested on emphasizing agriculture and animal husbandry business,
introducing new savings product, and arranging for installment payment in any branch.
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11. MFIs realize increased need of their merger and acquisition. There is heightened concern in
the industry itself that numerical presence of MFIs is too
high resulting in various challenges and that Chart 13: Need of Merger/Acquisition
consolidation is needed for longer-term sustainability of
the sector.
Undecid
ed, 8

Majority (78%) of the respondents agree on the
increased need of MFI merger and acquisition due to
effects of the pandemic. However, 15% are undecided
and 7% felt that MFIs could still run without merger and
acquisition (Chart 13).

No, 4

Yes, 42

1.2 Outlook for Members' Business
12. MFI clients need multiple policy provisions in remaining solvent. NRB has directed retail
MFIs for 3% interest reduction and loan repayment time extension until mid-July for their
clients. The respondents welcomed this directive but thought as not enough given diversity
of their clients.
The data from 49 retail MFIs suggest that only 350 thousand (18%) of their total borrowers
would be able to repay loan installments and interest with 3% reduction in the interest rate.
Chart 14: Policy Measure for Borrowers
For another 1 million (58%), loan
rescheduling with one year extension might
3% Interest
be needed together with the reduced
Deduction Enough
350,173
452,825
18.4%
interest rate. The remaining 453 thousand
23.8%
3% Interest Ded'n
(24%) borrowers might need provision of
+ 1yr ext'n
loan
restructuring
including
interest
1,098,488
57.8%
capitalization with two year time extension
3% Interest Ded'n
+ 2yr ext'n
for them to be able to remain solvent (Chart
14).
13. Multiple policy options would relieve affected clients. As the pandemic persists and lock
down period is extended, affected clients seek more relief from MFIs, who also do not have
much in their disposal besides asking the government and regulating bodies for potential
policy relaxation. The respondents however, differ on the idea of using client protection fund
- which is at their disposal - for relief purpose with 34 Yes vote (Chart 15).
Chart 15: Potential Relief Measures
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Alternatively, they prefer provision of loan rescheduling with grace period (96%), provision of
refinancing through NRB (94%), and demanding the government relief (80%) to ease the
livelihood of their clients. The respondents also suggested on providing interest subsidy for
the lockdown period; package for clients to transform as entrepreneurs (marketing training,
access to networks, and coordination); and provision of seeds, advisory service and training
for revival and expansion of affected microenterprises.
2. Support Expectation
14. MFIs have high expectations from key stakeholders in keeping them afloat. A plenty of
support from key stakeholders is expected by the respondents in safeguarding microfinance
sector from the effects of COVID-19 economically and health-wise. Tables 5 through 8 below
summarize support expectations from Nepal government, NRB, NMBA, and other
stakeholders respectively in order of frequency of their mention.
2.1 Support Expected from Nepal Government
Several policy provisions and relief support are expected from the government. They relate (in
order of total counts) to reduced corporate tax burden, relief package for affected clients, health
awareness and security, programs, local government support, and concessional fund for
enhanced MFI role, training/marketing support for clients, and request for opening up of the
economic activities (Table 5).
Table 5: Support Expected from Nepal Government

1. Reduced tax burden for MFI (37 counts): Through rebate, subsidy, concession, refund,
reduced rate, probably at par with Cooperatives
2. Relief/subsidy for affected clients (36 counts): In the form of 3% interest refund, loan
waiver, interest, input and raw material subsidy, interest rebate, cash and in-kind support,
relief package, program, materials, channeling concession for agriculture loan through MFI
3. Health awareness and security (30 counts): Assurance on health security through
awareness raising, preventive measures, mobile camps for health check-up, counseling;
extended COVID-19 test, quarantine, and hospital; health insurance including corona virus
protection
4. MFI-friendly program (29 counts): MFI as key pillar of economic development, encourage
them serving in remote pockets; introduce programs focusing deprived sector, returnee
migrant, self-employment, microenterprise, local employment in rural development;
support one-family-one job, commercial agriculture, animal husbandry, technology
assistance for digital transaction; prepare strategy for post lock down period
5. Local government support and collaboration (20 counts): Bring uniform understanding on
microfinance at all levels for effective collaboration and coordination with local
governments in MFI operation; partnership and coordination between government, NGO
and central, local government; local government to support in loan recovery and bar
willful loan defaulters from citizen facilities
6. Concessional fund for MFI (18 counts): Through setting up separate funds, e.g.,
microenterprise promotion fund, emergency fund, conversion of various funds (YSF, PAF)
to Corona Revival Fund; loan facility from national, international BFI, channeling deprived
sector fund through MFI, investment from EPF, CIT; investment of FINGO promoter share
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7. Training/marketing support for clients (12 counts): Assurance of market through
facilitation, market creation, and management for agricultural products, services;
implement training on financial literacy, skill, business and entrepreneurship development
possibly through MFIs
8. Opening up economic activities (9 counts): Gradual opening of economic activities
changing lock down model with risk zoning and safety measures; facilitation of easy staff
and member movements as they are stranded with no access to basic necessities due to
repeated extension of lock down
2.2 Support Expected from NRB
Several policy provisions and relief support are expected from the regulating body. They relate
(in order of total counts) to expanded loan investment, assured long-term concessional funding,
provision of loan rescheduling, restructuring, and refinancing, relaxation on statutory provisions,
relief/support packages, mobilization of public deposits, revision on operational modality and
encouragement for merger/acquisition (Table 6)
Table 6: Support Expected from Nepal Rastra Bank

1. Provision for expanded loan investment (50 counts): Increase ceiling of group guarantee,
secured and deprived sector loan, Secured loan ceiling to increase up to 2/3 rd of total loan
and investment up to Rs. 2 million per borrower, Relax NPL, loan classification and loan
loss provision for one year, Decrease minimum loan amount to 50 thousand for
blacklisting in default case, No repayment schedule for loan less than 20 thousand,
Interest only payment until lock down period and in installments until one year, Unsecured
loan not to make compulsory, Same level of secured loan for both group member and nonmember
2. Assured low-cost long-term fund (45 counts): New sources: loan from EPF, CIT, Insurance;
simplified provisions for loan/subsidy from foreign BFI/donors; Rs. 1 billion special fund at
2% for liquidity; Additional loan for business survival/revival, soft/wholesale loan from BFIs
at base rate; DSL – reduce interest rate and increase portfolio, BFIs not to charge interest
more than base rate, disburse through MFIs, to be provided at concessional rate from
BFI/NRB to MFIs; agriculture loan from BFIs through MFIs; Implement specified interest
rebate on loan taken from BFIs, 2% compulsory discount to MFIs; Fix interest at 5% on
loan extended by BFIs
3. Loan rescheduling and restructuring (35 counts): Rescheduling on need basis, with six
month extension after lock down is lifted for interest paying clients, Restructuring as per
situation, with interest capitalization with one year extension beginning new FY for one
time, with fixed fee
4. Refinance for MFI (21 counts): Include MFIs also in refinance package
5. Relaxation on statutory requirement (20 counts): Relaxation on CAR, CRR, Provision of
reporting to NRB provincial offices, Accounting interest income on accrual basis, Use o CRR
amount, Flexibility in CPF an CSR funds, Waiver on deadline for operation either at
province or national level
6. Relief /support package (20 counts): Special package for returnee migrant, Package/policy
for borrowers/loan recovery, Operation subsidy for branches at Himalayas and high
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mountain, Free health and loan insurance, Staff job assurance, Permit right shares issue,
Check unhealthy competition
7. Mobilization of public deposits (11 counts): Public deposit collection to some limit, Policy
for lowering deposit interest
8. Revise MFI operational modality (9 counts): Revise operations towards cooperative
model, Microfinance program to run solely by 'D' class, Improve technology, digitalization,
limited banking, BFI classification, national, 2 province, 1 province, Policy flexibility for
innovation
9. Encourage merger/acquisition (8 counts): Policy for compulsory merger, effective
implementation with special opportunities/concessions, Halt in new license
2.3 Support Expected from NMBA
Respondents requested the Association to gear up and take frontline role in these challenging
times. They suggested to engage intensively with MFIs in developing common understanding,
advocating and lobbying with NRB for enabling policies, appraising the government and NRB on
support expected from them, drawing attention of various stakeholders on potential
complimentary role to be played by MFIs, engaging with media and publicizing on the MFI roles,
facilitating concessional funds from BFIs, and lobbying with the government for additional relief
and support packages (Table 7).
Table 7: Support Expected from NMBA
1. Gear up and assume frontline role in changing times (31 counts): Fast decision making including
non-members voices; Spearhead implementation of common strategy in bringing MFI operation at
pre-COVID stage, pursue repeatedly in implementing suggested provisions, resolving issues,
bringing uniformity; Make visible coordination in garnering collective initiative in protecting and
promoting MFIs; Make all institutions responsible, observe balanced relation with members; Take
frontline role in developing adequate workforce, capacity building programs, free training in raising
staff morale; Introduce concept of technology and limited banking; Support creating capable
institutions with merger, emphasize healthy competition; Conduct timely studies on impact of
microfinance programs, COVID effects on deprived class; Make identity as information centre
2. Engage intensively with MFIs in developing common understanding (20 counts): Harmonizing
policy across MFIs bringing uniformity, proper adherence and self-regulation, single door policy on
member relief; Resolving long debated issues through regular, intensive/group discussion in
preventing unhealthy competition and snatching staff, encouraging merger of small with large and
developing common understanding on operation, taking necessary action post-lock down relaying
relevant information; Use of technology and transformation towards digital services
3. Advocate and lobby with NRB for enabling policies (19 counts): Lobby in fulfilling suggestions for
betterment of the sector – enabling policies and refinement with changing times, short- and longterm rescue measures; Pursue time extension on loan recovery, interest rebate, concessional loan,
uniform loan and deposit policy, waiver of policy on appropriating profit to CSR, charging relief
support to revenue in absence of CSR fund, resolution of differential issues of direct 'D' class and
FINGO, transform wholesale MFIs to class 'A'
4. Appraise government and NRB on expected support (15 counts): Deliver common voice, present,
appraise and convince issues effectively; Pursue and take initiative in fulfilling all support and
facilities expected, for policy directives in reviving and stabilizing the sector, mediating on frequent
policy changes, smoothing different directives of regulating body and local government and for
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clear guidance on business operation
5. Draw attention of stakeholders on complimentary MFI roles (14 counts): Inform/discuss on
corona impact and suggest and advocate with NRB, government and other bodies for MFI policies
appropriate in current situation; Organize corona checkup camps and awareness programs in high
risk areas and persuade concerned bodies on effectiveness of delivery of health related public
awareness programs and information, if done through MFIs
6. Engage with media and publicize on MFI roles (7 counts): Prepare newspaper articles, hold press
meet and disseminate real news refuting false news on MFI activities; Conduct nation-wide
publicity programs, seminar and workshop inviting high profile leaders and NRB officials on
effectiveness of microfinance sector in delivering proper message at local, provincial and national
levels - expenses of such initiatives to be borne by all MFIs
7. Facilitate concessional funds from BFIs (6 counts): Facilitate wholesale loan at concessional rate
from national and international BFIs and for interest rebate as per NRB directive; Lobby with
Bankers' Association for reduced inter-bank loan interest
8. Lobby government for additional relief package (5 counts): Lobby government for necessary
policy formulation in resolving various issues, subsidy to institutions posting loss due to 3% interest
rebate and relief packages in saving the sector from the pandemic

2.4 Support Expected from Other Stakeholders
Respondents repeatedly pointed out on the needed support from local government bodies and
other stakeholders for them to advance their programs effectively in every nook and corner
(Table 8).
Table 8: Support Expected from Other Stakeholders

1. Local government bodies have critical roles in advancing microfinance sector (30
counts): The perceived negativity on microfinance to change through internalization, with
enabling environment, local government bodies and public representatives to facilitate,
coordinate and support on MFI service continuity with safety measures, and expansion in
rural areas. They could collaborate and implement their programs engaging MFIs and
promote MFI groups as user committees in development works and support in their skill,
capacity building. Likewise, they could facilitate establishment of collection centre for
marketing, encourage landless in agriculture using land left barren. They could counsel
members on good use of loan, support in loan recovery and legal/social action against
willful loan defaulters.
2. MFIs would be more effective with broader stakeholder support (30 counts): MFIs to
allow credit+ (including health) and donor-funded program operation, sector to protect
from willful loan defaulters. MFIs to be self-disciplined, dialogue with benefactors to
continue in finding solutions of chain effect of corona/lockdown. Other expectations
include: removing duplication of policies on registration/tax filing at local bodies,
including MFIs' deprived class in relief distribution, farmer training, subsidy for modern
machinery, rehabilitation of those losing employment/ business, training in running MFIs
at difficult times, psychiatrist counseling using mass communication, BFIs to provide loan
at concessional/base rate and 2% interest discount, and media to support MFI operation,
not to disseminate false news.
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3. Suggestions on Survey
15. The intellectual journey has just begun for NMBA. While the findings of this survey will be
presented to the concerned stakeholders for formulation and implementation of appropriate
policies in broader interest of the MFIs, investors, staff, and clients, such studies would be
given continuity. Several respondents referred it as a type of concurrent study. The height of
pandemic is yet to be seen in the country, thus the extent of impact is unknown yet and a
study in future is necessary. Again, lock down is ongoing and businesses are closed, thus
review studies are necessary after three and six months time upon lifting of the lockdown. As
such, NMBA was suggested to continue study on half-yearly basis for next two years as the
effects of lock down are of longer-term. It was also proposed for a special study on COVID-19
impacts on staff, and a detailed survey to learn on achievements of microfinance at
community level, entrepreneurship development, challenges faced and areas for
improvement.
For future studies, considerations on the survey methodology would be participation of all
MFIs to the extent possible, field-level data collection using multiple methods including
online, collecting information on sector-wise challenges and way-out, analyzing the findings
in the country and South Asian context also inviting microfinance experts.

D. CONCLUSION AND RECOMMENDATION
1. Conclusion
The impact is severe in smaller MFIs. The COVID-19 pandemic and policy measures to contain it,
viz. lockdown and social distancing have impacted heavily upon the microfinance institutions,
staff and clients. At institution level, the financial indicators for pre- and post-COVID-19
emergence suggest that their sustainability and self-sufficiency has weakened. While the
average NPL increased by 37%, the OSS decreased by 6% and profit by 17%. Again, the wholesale
MFIs seemed not affected yet with over 50% increase in profit, the new and small ones with less
than 10 thousand members are to bore the brunt. They experienced 125% increase in NPL and
decrease of 14% in OSS and 27% in profit, which are far intense than the industry average. The
respondents envision an increase in deposit withdrawal and loan demand once lock down is
lifted, thus liquidity crunch in the market and need for special concessional fund. They have
agreed on revival strategies that include promoting digital transaction, emphasizing individual
transaction and secured loan, prioritizing microenterprises and following alternative
mechanisms of the Centre system.
MFI staff risk losing the job. The state of the staff and client is no different as they were taken
by surprise for indefinite period of lockdown, which kept on extending time and again without
any foreseeable way out. The staff felt more negative than positive impact and few are stranded
in as-is-where-is situation at homes and in distant branches. Besides, anxiety, tension, and fear
related to broader society, institution and family, the staff have faced with perceived and real
threats with their current job. They are unable to perform optimally due to various reasons that
may render non-attainment of their target. As the situation deteriorates, they fear losing part of
their package and ultimately the job.
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MFIs clients need relief through multiple policies. The clients, mostly with basic supplies
sufficient for few weeks then, have now lost hopes as they are losing income due to closure of
self-business, market for their produce, and domestic labour employment. The suspension of
the group meetings and limited staff mobility also rendered them helpless as not all of them
could visit the microfinance office for withdrawal of deposit, additional loan, and potential relief
support. The clients might need one to three months' time for revival of their business and
policy provisions on loan rescheduling and restructuring as well as relief and support packages.
The reality that the ground level clients doing micro and small businesses are affected most and
the associated fate of the MFIs have forced them to beg for mercy from concerned stakeholders
on potential policy provisions as summarized in Tables 5 and 6 above. Needless to say, it holds
the prospect to change the national economy if microfinance issues are handled timely and
properly by the stakeholders.
2. Recommendations
Reflecting on the survey findings as presented in above sections, below are key
recommendations for kind attention of the concerned stakeholders.
2.1 Member MFIs
1. Ensure staff loyalty with job continuity, health and hygiene facility, insurance coverage,
proper motivation and counseling
2. Keep clients in confidence with regular contact, potential direct support, and ensuring health
awareness and relief through intra-member/group support and local level multi-stakeholder
coordination
3. Launch innovative products and work modalities, e.g., in supporting the members
market/distribute their products and services
2.2 Nepal Microfinance Bankers' Association
1. Assume front-line role in changing times and transform the self into a knowledge centre in
supporting safe transition of the sector
2. Engage intensively with the government, regulating body and other stakeholders in pursuing
MFI-friendly policies and programs and projecting real contribution of the MFIs in the rural
society and economy
3. Engage intensively with MFIs in promoting collaborative operating environment ensuring
policy uniformity, self-regulation, use of technology, and healthy competition
2.3 Nepal Rastra Bank

1. Ensure concessional long-term fund for microfinance business including provision of
refinance
2. Broaden the scope of loan investment with increased ceilings and limits including provisions
of loan rescheduling and restructuring
3. Encourage MFI merger and acquisition with added incentives
2.4 Nepal Government
1. Create environment for economic activities through relaxing lock down with safety measures
2. Announce appropriate relief/support package for affected businesses
3. Recognize microfinance role through MFI-friendly programs, enabling local level operating
environment and tax incentives
4. Establish a separate microfinance emergency fund
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__________
Nepal Microfinance Bankers' Association (NMBA) was established in 2006 with the sole purpose
of promoting the microfinance sector and protection of the clients. It is a network of class 'D' –
MFIs of Nepal. Out of 89 listed MFIs, 57 are the NMBA members, who support 3.7 million clients
with a combined capital investment of NPR 17 billion and mobilization of about 15 thousand
staff.
NMBA gratefully acknowledges the contribution from 54 respondent MFIs to the survey (in
alphabetic order): Aarambha, Aatmanirbhar, Andhikhola, Asha, Aviyan, Chautari, Chhimek, Civil,
Deurali, Dhaulagiri, First, Forward Community, Ganapati, Garibi Nyunikaran, Gharelu,
Ghodighoda, Global IME, Grameen Bikas, Grameen SwayamSewak, Gurans, Infinity, Jalpa,
Jeevan Bikas, Laxmi, Mahila, Mahila Sahayatra, Mahuli, Manakamana, Mero, Mirmire, Mithila,
NADEP, National, Naya Nepal, Nepal Agro, NRN, RMDC, RSDC, Sadhana, Samata, Sarathi,
Shrijanshil, Sparsha, Summit, Suryodaya, Swabalamban, Swabhimaan, Swadeshi, Swastik,
Sworojgar, Unique Nepal, Unnati, Vijaya and Womi.
This survey was conceived in the NMBA Working Committee virtual meeting of 27 April and
supervised by the Study Committee established for the purpose with provincial representation,
comprised of Bhesh Raj Panthi (Coordinator), Govinda Prasad Chapagain, Roshan Kumar
Mandar, Dr. Madan Ghimire, Dr. Sumitra Manandhar Gurung, Ashok Kumar Acharya, Prem
Bahadur Pathak, and Kunna Narayan Chaudhary. Valuable inputs were provided by Basanta Raj
Lamsal, Ram Bahadur Yadav, Pramesh Acharya and Bhoj Raj Bashyal and the report was
prepared by Prem Manandhar.
Cover photos courtesy - VLBS
Nepal Microfinance Bankers' Association
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