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MICROFINANCE

History of Microfinance : Global Perspective
Mainly after the 1970s, some personal
attempts had been made to build microfinance
institutions, like ACCION (This institution had been
established by a law student of Latin America to
help the poor people residing in the rural and urban
areas of the Latin American countries. Today, in
2012, it is one of the most important microfinance
institutions of the world. It's network of lending
partner comprises not only Latin America but
also US and Africa. ), SEWA Bank (In 1973, the Self
Employed Women's Association of Gujarat (in India)
formed a bank, named as Mahila SEWA Cooperative
Bank, to access certain financial services easily.
Almost 4 thousand women contributed their share
capital to form the bank. Today the number of the
SEWA Bank's active client is more than 1,00,000.
), Grameen Bank (Bangladesh) was formed by the
Nobel Peace Prize (2006) winner Prof. Muhammad
Yunus in 1983. This bank is now serving almost
400,0000 poor people of Bangladesh. Not only that,
butalsothe success of Grameen Bank has stimulated
the formation of other several microfinance
institutions like, ASA, BRAC and Proshika. etc.
Before that, several institutions had been working in
many countries but the effect was too small.we will
mainly concentrate on the post 1970 era.In the late
1970s, the concept of microfinance had evolved.
Although, microfinance has a long history
from the beginning of the 20th century we will
concentrate mainly on the period after 1960. Many
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credit groups have been operating in many countries
for several years, for example, the "chit funds" (
India), tontines" ( West Africa), "susus" (Ghana),
"pasanaku"” (Bolivia) etc. Besides, many formal
saving and credit institutions have been working
for a long time throughout the world. During the
early and mid 1990s various credit institutions had
been formed in Europe by some organized poor
people from both the rural and urban areas. These
institutions were named Credit Unions, People's
Bank etc. The main aims of these institutions were
to provide easy access to credit to the poor people
who were neglected by the big financial institutions
and banks. In the early 1970s, few experimental
programs had started in Bangladesh, Brazil and
some other countries.

Nepalese Context: Nepal is one of the
poorest country in the world and the poorest in the
South Asia region. Its poverty reduction rate 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 23 million, 38% are in below
the povertyline. Most of the poor peopleliveinrural
areas and have little opportunity. Micro-finance
could help poor people who have no collateral,
but a willingness to work and a desire to do some
business activities from which he/she will acquire
employment as well as income. Although many
programmes have been implemented for poverty
alleviation in Nepal, only micro-finance programs
are seen as a poor targeted and rural based.

In Nepal agriculture based co-operatives
were initiated in the 1950s as a first step in
micro-finance. Poverty alleviation rural based
programs were initiated through the small farmers
development program (SFDP) on a pilot test basis in
1975 by the ADB/N. The success of the pilot tests in
Dhanusa and Nuwakot districts encouraged policy
makers to expand formal rural based micro-finance
programs. The SFDP is now being transformed
into several autonomous, self-help organizations
called Small Farmers Cooperatives Limited (SFCLs),
which are managed by farmers themselves.
Other micro-finance development programs,
such as Priority Sector Lending Program (PSLP),
Intensive Banking Programme (IBP), Production
Credit for Rural Woman (MCPW) and Rural Self-
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Reliant Fund (RSF) have been implemented. After
studying of various microfinance development
programs government began to rethink the
delivery mechanisms of micro-finance. In 1992,
government set-up two Grameen Bikash Banks as
a replication of the Bangladesh Grameen model of
micro-finance delivery. Government also created
a situation to encourage participation in the
micro-finance by the private sector. Subsequently
Nirdhan, CSD, Chhimek and other organisations
came into existence. RMDC was also established
to support micro-finance institutions by giving
wholesale credit, initiating training and other
necessary support to the MFls. Some Government
directed Programs (TLDP, Bishweshwor with poor,
PAPWT, Community Ground water project, etc.)
have been implemented in coordination with NRB.
Muktinath Bikas Bank Ltd as 'B' class
development Bank has play initiative role to provide
microfinance services taking approval from the
Central Bank in Baisakh 2065. Muktinath Bikas
Bank Ltd currently operates in the six districts. In
accordance with Vision 2015, MBBL has planned to
operate across the 10 district of Western & Mid region
of Nepal with a focus on rural regions underserved by
microfinance institutions and where a large number
of poor households lack access to financial services.
Microfinance Department's core activity is making
small loans to target clientele for income generating
purposes using group methodology. Effective client
targeting, streamlined loan processes, and strict
credit discipline are all needed to enable MNBBL's
Microfinance programme to meet its dual purpose
objectives of financial self-sustainability and outreach
to our target clientele of rural poor. The bank has
provided the microfinance services to fifty-two
thousand poor households and their dependence
through twenty five service offices. Among Branches
One hundred sixty eight Staffs under Microfinance
department are dedicated for income generation of
the poor, asset less, marginalized, the exploited and
desperate people of those areas through microfinance
programme. Bank strongly believes that bank should
go to the doorsteps but not people coming to bank
So bank has planned extending the financial services
among all the people of Ten districts by covering all
the VDC through Microfinance program.
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