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“To overcome poverty and the flaws of the 
economic crisis in our society, 

we need to envision our social life. 

We have to free our mind, 
imagine what has never 

happened before and write social fiction.

We need to imagine things 
to make them happen. 

If you don’t imagine, 
it will never happen” 

Muhammad Yunus



1. Students of Apex College and University of Padova
2. Swayambhunath temple, the monkey temple
3.4.5. At Apex College
6. Meeting with Durga Acharya Lamsal, from Mahila 
Uddhamu Consumer Cooperative 
7. Muktinath Bikas Bank, meeting with borrowers of 
microfinance loans
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IntroductIon 

Microfinance in Action is a study and exchange programm 

launched in 2015, with the aim to connect Italian students from 

the Master Human Rights and Multi-level Governance of the 

University of Padova, with Nepalese students of Management from

 the Apex College of Kathmandu.

During two weeks of seminars, workshops and visits around the 

country, the students had the opportunity to discuss and go in 

depth into the topics of microfinace and ethical finance.

The project was sponsored by the Human Rights Centre of the 

University of Padova and by the Veneto region, through the funds 

for international cooperation.

The aim of the project is to create an enriching and inspiring space 

and opportunity for discovery, discussion and mutual enrichment, 

brought about by the comparison between the different realities 

that come together thanks to the students.

“After the mutual sharing, enrichment and meeting with 

different opinions and views, we bring back with us a great 

hope: that a progress towards a more equitable and fair 

finance and economy is possible. We have a greater 

awareness that everybody, through a small contribution, can 

be part of a larger change, in order to foster a better world 

to leave to the future generations”

by some of the participants of Microfinance in Action



1. Muktinath Bikas Bank, 
meeting with borrowers of 

microfinance loans
2. School of Meshipa,
Sindhupalchok district

3. Muktinath Bikas Bank, 
meeting with borrowers of 

microfinance loans
4. Meeting at the office of  

FAO, Kathmandu 
5. Park near Kathmandu

6. A woman from the 
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7. Welcoming benediction 

ritual
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of the Mahila Uddhamu 
Consumer Cooperative 

9. Meshipa, Sindhupalchok 
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Picture: Stupa of Boudhanath, 
reconstruction after the earthquake of 2015



the 2015 constItutIon of nepal: 
a human rIghts approach to a 

controversIal document



1. IntroductIon

 The Constitution of the Republic of Nepal 

was adopted in September 2015, amidst a climate 

of intense protests and controversy over many 

provisions contained in its text. After an eight-year 

impasse during which an Interim Constitution was 

in place, the passing of the new document was 

doubtlessly significant, since it became the first 

democratically approved constitution in this country, 

drafted by a popularly-elected Constitutional 

Assembly (CA).  However, the fast-track process 

that led to its adoption –justified under the pretext 

of post-earthquake reconstruction needs- promoted 

manifestations from ethnic groups based in the Terai 

region of Western Nepal. In their opinion the new 

constitution’s provisions on federalism, political 

representation, and citizenship rights directly and 

negatively affected their already marginalized status. 

The most relevant consequence was the blockade 

of the frontiers with India, whose economic 

consequences were immediately felt across Nepal in 

the form of fuel and supplies shortage. Moreover, 

violence escalated since the beginning of the protests, 

resulting in several deaths and injured people, both 

civilians and members of the police.

 This paper focuses on Nepal’s new constitution 

from a human rights perspective. Our aim is 

to analyze the innovations the new document 

introduced, and the reasons why it has been severely 

contested in the Terai region. In view of this purpose, 

we start in the second sub-section by describing 

Nepal’s highly complex social and political situation, 

focusing especially on the country’s ethnic, cultural 

and religious diversity; and on its manifold political 

history; as both factors explain its difficulties to 

arrive at a constitution. Part 3 focuses on the new 

constitutional text, particularly, in its innovations 

in the areas of religion, citizenship, fundamental 

rights and duties, territorial organization, and the 

political system. In part 4, we shift our perspective 

to the human rights implications of the new 

constitution, taking Amnesty International’s (2015) 

recommendations to the country on these matters 

as the basis for our examination. Finally, in the last 

section the emphasis is put on the Terai protests, in 

an attempt to clarify the reasons why groups in this 

region adamantly embarked themselves upon such a 

protracted conflict.

2. a hIghly complex socIal and 
polItIcal context 

 This section outlines certain traits of Nepal’s 

social and ethnic structure and of its population’s 

geographical distribution. Albeit its relatively small 

territorial extension, Nepal presents a high number 

of castes, ethnicities, languages and religions. The 

National Population and Housing Census reported 

in 2011 the existence of 126 caste/ethnic groups, 

123 mother tongues, and ten religions. In a clearly 

simplifying effort, Nepal’s population can be divided 

into three groups according to their geographical 

origin: pahadis in the Hills represent 43,01% of 

the total population; Madhesis or “plains people” 

living in the Terai region amount to 50,27%; and 

Mountain people to 6,73% 1. 

However, as it can be inferred from 

such a vast diversity, these in no way constitute a 

homogeneous grouping. As an example, within 

the hills’ population, a difference can be made 

between parbatiyas (traditionally known as “hill 

people”) and Janjatis or “hill minorities” (indigenous 

nationalities), and between both of these and the 

Dalits (untouchables)2. The term Madhesi on the 

other hand, is often used to designate caste Hindus, 

Muslims, and certain ethnic groups (although some 

of them claim an independent identity). A distinction 

should be made nonetheless, between Madhesis 

and Tharus, while the former term usually refers to 

people living in eastern and central Terai, the latter 

refers to indigenous inhabitants of the Western part 

of the Terai region3. 

1  Government of Nepal, Central Bureau of Statistics. National 
Population and Housing Census (2011)
2  Krishna Hachhethu  and David N. Gellner, ‘Nepal. Trajectories 
Of Democracy and Restructuring of the State.’ in Paul R Brass 
(ed), Routledge handbook of South Asian politics: India, Pakistan, 
Bangladesh, Sri Lanka, and Nepal (Routledge 2010)
3   International Crisis Group, Nepal’s Troubled Tarai Region (Asia 
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This highly complex social structure becomes 

even more entangled when the open border with 

India is added to the equation. The Terai region is 

in fact linked to its neighboring country in such an 

inextricable way that Madhesis are almost culturally 

identical to Indians, which leads to their allegiance 

to the country to be under constant questioning 

from the pahadis. The area is a source of constant 

political tensions, as Madhesis feel “they have been 

treated like a colony of the hills, despite the fact 

that the Tarai is now home to 50 percent of Nepal’s 

population, most of its industry, and the great bulk 

of its agriculturally productive land, and despite the 

fact that the educational level and capabilities of 

many Madhesis is high”4.

After this very brief synthesis of Nepalese social 

complexity, it is possible to move forward and 

place the focus on its intricate constitutional history. 

Despite being one of the world’s oldest states, 

Nepal’s political system has been historically marked 

by instability. Its origins date back to 1769, when 

Kathmandu was conquered by Prithvi Narayan 

Shah, the Gurkha5 ruler who laid the foundations for 

a unified kingdom. The end of the Anglo-Nepalese 

war and the signing of the Sugauli Treaty in 1816 

defined the borders of a monarchical state whose 

very beginnings were marked by a close relationship 

with Hinduism: the King was considered to be a 

reincarnation of Lord Vishnu. 

Many monarchs emerged in the XIXth 

century, due to contention among noble families. 

The figure of the Prime Minister became of the 

utmost importance when Jan Bahadur came to 

power with the Kot Massacre of 19466. This event 

would signal the beginning of Rana Rule, a regime of 

hereditary Prime Ministers that would prolong itself 

well into the XXth century- 1951 to be precise. Under 

their rule Nepal’s international position was mostly 

based on isolationism, with the clear exception of 

Report Nº 136, 9 July 2007)
4  Ibid 136.
5  Gurkhas are Nepalese soldiers who came to be recruited by the East 
India Company after the Anglo-Nepalese War (1814-1816).
6  For a detailed account of events see: Andrea Matles Savada (ed),  
Nepal and Bhutan: country studies (Federal Research Division, 
Library of Congress 1993).

Great Britain, with whom the Rana rulers maintained 

amiable relations7.

Nepal’s constitutional history can be traced 

back to 1948, when the first constitutional text was 

adopted under the Rana regime as an effort to put a 

stop to increasing demands for democracy, while still 

denying the basic principles of constitutionalism8.  

Democratic pressures continued to grow and led 

to the Democratic Revolution of 1951, a rather 

atypical phenomenon for what can be described 

as a feudal country9. It was one of Nepal’s most 

important political parties, the Nepalese Congress 

(NC), who led the movement that ended Rana rule 

and concluded in the second Interim Government of 

Nepal Act (1951), which restored the sovereignty of 

the crown and paved the way for democracy. This 

second constitutional text was the result of political 

compromise between the Ranas, the Monarchy 

and the NC, and was supposed to be replaced by a 

republican constitution to be drafted by a popularly 

elected Constituent Assembly. 

In reality the provisional document was in 

use for eight years, during which neither the King nor 

the leader of the NC demonstrated much interest in 

calling for elections for the Constitutional Assembly10. 

Both these parties agreed on designating 

a Drafting Commission of experts to produce 

a document that was finally adopted in 1959. 

The new constitution instituted basic democratic 

principles, such as the rule of law, a multi-party 

system, competitive and periodic elections, and 

an independent judicial power, among others11. It 

provided, nonetheless, for complete control of the 

King over the National Assembly. The monarch was 

head of state and could therefore not only dismiss 

the assembly but also control the army, which meant 

command over an extremely important source of 

political power. Regardless, the new document 

7  Saubhagya Shah. Civil Society in Uncivil Places: Soft State and 
Regime Change in Nepal (East West Center 2008)
8  Surendra Bhandari, Self-Determination & Constitution Making 
in Nepal. Constituent Assembly, Inclusion & Ethnic Federalism 
(Springer, 2014).
9  Hachhethu and Gellner (n 2) 131-146.
10  Bhandari (n 7).
11 Hachhethu and Gellner (n 2).
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marked a step towards a constitutional democracy. 

Nonetheless, Nepal’s patriarchal social system was 

left untouched, and the newly successful NC was 

mostly of high caste membership. 

During this period, one of the most 

important changes to the Nepalese state was 

the building of a bureaucratic apparatus, whose 

control became fundamental –in part due to high 

amounts of development aid12 directed towards 

the country during the 1950’s- and led to tensions 

between the monarch and the elected government13. 

The NC’s increased power and control over the 

state’s administration soon became a source of 

preoccupation to King Mahendra, who dissolved 

the government and banned political activities in 

1960. Another constitution was drafted on the 

King’s demand, and in 1962 the country adopted 

what became known as the Panchayat14 regime, since 

it established a party-less system of locally elected 

councils. 

In practice, it configured a highly autocratic 

organization in which the monarch was placed above 

the constitution15. The system was founded upon the 

idea of uniting the country behind the King’s figure, 

therefore banning all forms of political organizations 

under the pretext of their conflict-generating nature. 

It is highly important to mention that neither 

cultural nor ethnic diversity were recognized in 

the Panchayat constitution. Nonetheless, King 

Mahendra aimed to be perceived as a democratically 

legitimized and modernizing ruler, thus the adoption 

of the Panchayat system was followed by a series 

of legal reforms targeting equality before the law, 

and by serious investments in infrastructure that 

led to the formation of an urban middle class16. 

12 Nepal began receiving foreign aid when it joined the Colombo 
Plan for Cooperative, Economic and Social Development in Asia and 
the Pacific, which provided for scholarships and technical assistance. 
Grants towards agriculture, as well as transport and energetic 
infrastructure where provided mostly by the United States and India. 
Other donors included China, the Soviet Union, Switzerland and the 
United Nations. See: Matles Savada (n 6).
13 Ali Riaz and Subho Basu, Paradise Lost? State Failure in Nepal 
(Lexington Books 2010).
14 Ibid
15 Bhandari (n 7).
16 David N. Gellner, ‘Democracy in Nepal: four models’ [2007] India 
Seminar 576.

Nepal was officially declared a Hindu State, in a 

royal attempt to manufacture a fusion of tradition 

and modernization, keeping present the need for a 

democratic façade 17. 

Modernization policies resulted in 

improvements in education and transport and 

communications infrastructure, but job creation 

followed a slower path, resulting in protests from a 

newly educated middle class.  Growing tensions led 

to Jan Andolan I, marking the end of the Panchayat 

system. This massively popular movement was 

possible due to cooperation between the NC and 

various communist organizations – joined together 

in the United Left Front- whose influence had grown 

during the Panchayat regime. The outcome was the 

1990 Constitution of the Kingdom of Nepal, based 

on the principles of constitutional monarchy and 

parliamentarism, but maintaining the monarch as 

head of state and in control of the armed forces18. 

Noticeably, while this new document 

recognized the ethnic and linguistic diversity of the 

country, it preserved its Hindu status. In a context 

of uneven regional development, aggravated by 

ethnic differences, the beginning of a period of 

political pluralism carried an intensification of ethnic 

activists’ demands. Albeit their inability to organize 

into a nationally unified movement, due to the high 

complexity of Nepalese ethnic groups and their 

internal differences, these demands became public 

enough to make the major political forces take them 

into consideration19. 

The political context suffered another shock 

in 1996 with a Maoist insurgency movement that 

originated in the western rural area of the country. 

While the two main political parties – the NC and the 

Communist Party of Nepal - Unified Marxist Leninist 

(CPN-UML) – each aimed at using this insurgency to 

weaken the competition, the monarch grasped the 

opportunity and seized power. His refusal to repress 

the Maoist forces made it difficult for the democratic 

government to control the situation, thus allowing 

17 Riaz and Basu (n 11)
18 Ibid
19 Ibid
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the monarch to obtain political benefit from the 

insurgency20. Nevertheless, these decisions created a 

crack within the royal family itself over the slow pace 

of King Birendra’s strategy. Instability was exacerbated 

further after the royal massacre of 2001, when 10 

members of the royal family where killed by crown 

prince Dipendra21. In 2002, the new King dismissed 

the government and appointed his own, despite 

the questionable legal nature of this measure. While 

the Maoist insurgency did not cease, the monarch 

went even further in 2005 with a fully-fledged coup 

that once again dismissed the government and now 

also suspended the constitution. The subsequent 

suspension of international aid and the massive 

popular protests- that concluded in the Jan Andolan 

II movement- forced the King to re-establish the 

Parliament, and to sign a Comprehensive Peace 

Agreement.

The new Parliament, with a Maoist Majority, 

abolished the Monarchy and adopted an Interim 

Constitution in 2007 that established a republican 

regime, and called for the election of a Constituent 

Assembly, which would exercise parliamentary 

functions until the drafting of a new constitution. 

What followed was a stalemate period of seven 

years in which the three major parties could not 

come to an agreement, primarily regarding the 

country’s territorial organization and the possibility 

to adopt a federal structure. The deadlock was 

finally overcome in September 2015, when parties 

reached an agreement and decided to push forward 

a “fast-track constitution”, arguing that the need for 

reconstruction after April’s earthquake22 called for 

this special procedure. 

Nevertheless, what followed was the 

emergence of intense and violent protests, particularly 

in the Terai Region, as the Madhesis rapidly reacted 

20 Ibid
21 For a detailed account of events see: Ishaan Tharoor, ‘Revising 
Nepal’s Palace Massacre’ Time (New York, 8 April 2009)
22 On the 25th of April, 2015 a 7.8 earthquake hit Nepal resulting 
in over 8,000 and 21,000 injured and significant material damages, 
including to cultural heritage sites. See:-- ‘Nepal earthquakes: 
Devastation in maps and images’ BBC News (London, 15 May 2015) 
< http://www.bbc.com/news/world-asia-32479909> Accessed 9 
January 2016. 

to the new constitution’s provisions on federalism 

and political representation. The next section will 

focus on changes introduced by this new document.  

3. the constItutIon of nepal 
2015

 September 20th marked the date of adoption 

of the new constitutional text, after a fast-track 

process promoted by representatives of the four 

most important Nepalese parties: the NC, the 

CPN-UML, the United Communist Party of Nepal-

Maoist (UCPN-Maoist) and the Terai based Madhesi 

People’s Rights Forum – Democratic (MPRF-D). The 

latter, however, left the alliance before the approval 

of the final text. Despite being the first constitution 

to be drafted by a democratically elected assembly, 

the document became highly contested in the weeks 

previous to its formal adoption, and the political 

process was accompanied by a series of protests that 

took their most violent form in the Terai region. 

The following sub-sections concentrate on the 

innovations introduced by this new constitution, 

paying particular attention to a number of issues that 

became highly disputed in the public debate that 

surrounded the constitutional drafting process.

3.1 - Key aspects of the new constitution

3.1.1- Religion

It is of the utmost importance to highlight 

that in Part 1, article 4 of the constitution Nepal is 

declared a secular state. In what was previously a 

Hindu Kingdom this article introduces an important 

modification. Immediately after, however, it is 

clarified that:

For the purpose of this article, ‘secular’ means 

protection of religion and culture being practiced 

since ancient times and religious and cultural 

freedom23. 

23 All articles referenced in this paper were taken from: Constitution 
of Nepal 2015, Unofficial Translation by Nepal Law Society, IDEA, 
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This clarification was most likely introduced 

as a response to Hindu groups’ protests, and gives 

the new constitutional secularism a rather moderate 

tone. For example considering the cow is named as 

the national animal in the first part of the document.  

In addition, Part 2 of the constitution also stipulates 

the ‘Right to Religious Freedom’, and is line with 

several articles of the new constitutional text that 

highlight the country’s ethnic, cultural, and religious 

diversity.

3.1.2 - Citizenship Rights

The constitution establishes a difference 

between citizenship by descent and citizenship by 

naturalization. 

Article 11 specifies that:

(2) At the commencement of this Constitution, 

the following persons who have their permanent 

domicile in Nepal shall be deemed citizens of Nepal 

by descent:

(a) A person who has acquired the citizenship of 

Nepal by descent before the commencement of this 

Constitution.

(b) Any person whose father or mother was a citizen 

of Nepal at the birth of such person.

(3) A child of a citizen who has acquired the citizenship 

of Nepal by birth before the commencement of this 

Constitution, shall acquire the citizenship of Nepal 

by descent after becoming adult if his/her father and 

mother are both citizens of Nepal.

(4) Every child who is found in Nepal and whose 

parents’ identity is not known shall, until the father 

or mother of the child is traced, be deemed citizen 

of Nepal by descent.

(5) A person, born in Nepal to a Nepali citizen 

mother, who has domicile in Nepal and whose 

father is not identified, shall be granted citizenship 

of Nepal by descent. Provided that in case his/her 

father is proved to be a foreign citizen the citizenship 

of such a person shall be converted into naturalized 

citizenship as provided for by the federal law.

(6) If a foreign woman married to a Nepali citizen 

and UNDP.

so wishes, she may acquire naturalized citizenship of 

Nepal as provided for by the federal law. 

The same article also makes a clear distinction 

between Nepali men and women who marry citizens 

of foreign countries, stipulating that

7) Notwithstanding anything contained elsewhere 

in this article, in case of a person born to a Nepali 

woman citizen married to a foreign citizen, who has 

permanent domicile in Nepal and has not acquired 

citizenship of a foreign country, he/she may acquire 

naturalized citizenship of Nepal as provided for by 

the federal law.

Provided that at the time of acquisition of citizenship, 

both his/her mother and father are citizens of Nepal 

such person born in Nepal may acquire citizenship of 

Nepal by descent.

Unexpectedly, this article also presents an 

advancement in terms of Lesbian, Gay, Bisexual and 

Transgender (LGBT) rights and gender identity when 

allowing for choice of gender identity for citizens of 

descent: a person who acquires citizenship of Nepal 

by descent may obtain citizenship certificate of Nepal 

in the name of his/her mother or father with gender 

identity.

The difference between naturalized citizens and 

citizens by descent becomes of the utmost relevance 

when a key issue is brought into consideration: only 

the latter can access a large number of public offices. 

As article 289 of the new constitutional text clearly 

expresses:

A person shall have acquired a citizenship by descent 

to be elected, nominated and appointed as the 

President, Vice-President, Prime Minister, Chief 

Justice, Speaker of the parliament, Chairperson of 

National Assembly, Head of the province, chief 

minister, speaker of Provincial Assembly and chief of 

security bodies.

 In sum, the most relevant aspects of article 11 are 

linked to the fact that it establishes different lineage 

rules for men and for women. While it is clearly 

stated that the child of a Nepalese woman and a 
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foreign citizen shall be only eligible for naturalized 

citizenship, the same is not stipulated for the child of 

a Nepalese man and a foreign woman. As it will be 

pointed out later on in this work, this has been one 

of the most criticized features of the constitution, 

and has motivated protests in the Terai region, where 

the proximity to India means many of its inhabitants 

would only be eligible for Nepali citizenship through 

naturalization, losing certain political rights.

3.1.3 - Fundamental Rights and Duties

 Part 3 of the constitution focuses on the 

Fundamental Rights and Duties of Nepalese citizens. 

Article 18 establishes equality before the law and 

forbids discrimination on grounds of origin, religion, 

race, caste, tribe, sex, physical conditions, disability, 

health condition, matrimonial status, pregnancy, 

economic condition, language or geographical 

region, or ideology or any other such grounds. It 

also calls for positive measures 

for the protection, empowerment or advancement 

of the women lagging behind socially and culturally, 

Dalits, Adibasi, Madhesi, Tharus, Muslims, oppressed 

class, backward communities, minorities, marginalized 

groups, peasants, laborers, youths, children, senior 

citizens, sexual minorities, persons with disability, 

pregnant, incapacitated and the helpless persons, 

and of the citizens who belong to backward regions 

and financially deprived citizens including the Khas 

Arya. This section also provides for the right against 

torture and preventive detention (articles 22 and 

23); against untouchability (article 24) and against 

exploitation and bonded labor (article 29); the 

aforementioned right to religious freedom (article 

26). Interestingly, Part 3 gives constitutional status 

to certain third generation rights, such as the right 

to a clean environment (article 30); to language and 

culture (article 32); and the right to food (article 36). 

Article 38 focuses on the rights of women, stipulating 

that 

(1) Every woman shall have equal right to lineage 

without any gender discriminations.

(2) Every woman shall have the right relating to safe 

motherhood and reproductive health.

(3) There shall not be any physical, mental, sexual 

or psychological or any other kind of violence 

against women, or any kind of oppression based 

on religious, social and cultural tradition, and other 

practices. Such an act shall be punishable by law and 

the victim shall have the right to be compensation as 

provided for in law.

(4) Women shall have the right to access participate 

in all state structures and bodies on the basis of the 

principle of proportional inclusion.

(5) Women shall have the right to special opportunity 

in the spheres of education, health, employment and 

social security on the basis of positive discrimination.

(6) Both the spouses shall have equal rights in 

property and family affairs

Dalits are another social group receiving 

special attention in this section of the constitutional 

text, specifically in article 40:

(1) Dalit shall have the right to participate in all 

agencies of the state based on the principle of 

proportional inclusion. There shall be special legal 

provision of empowerment, representation, and 

participation of Dalit community for employment in 

other area also including the public service.

(2) Provisions of free education with scholarships 

shall be made for Dalit students from the primary 

to higher level of education as provided for in law. 

Special provision shall be made in law for Dalits to 

pursue higher education in technical and professional 

subjects.

(3) In order to provide health care and social security 

to Dalit community, special arrangements shall be 

made in accordance with law.

(4) Dalit community shall have the right to use, 

preserve and develop their traditional occupation, 

knowledge, skill and technology. The State shall give 

priority to modern profession of Dalits in relation to 

their traditional occupation, by providing them with 

necessary skill and resources.

(5) The State shall, according to law, provide land to 

landless Dalits for one time.

(6) The State shall, according to law, make housing 

arrangements for Dalits who do not have housing of 
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their own.

(7) The facilities provided to the Dalit community 

according to this article, shall have to be justly 

distributed to Dalit women and men and all the 

Dalit communities living in different parts of the 

country, ensuring that all Dalits receive the facilities 

proportionally.

Lastly, article 42 concerning the right to 

social justice also singles out specific groups and their 

need for positive measures towards inclusion:

(1) Socially backward women, Dalits, Adibasi, 

Janajati, Adibasi Janajati, Madhesi, Tharu, minority 

groups, persons with disability, marginalized groups, 

Muslim, backward classes, gender and sexually 

minority groups, youths, peasants, laborers, the 

oppressed and the citizens of backward regions, and 

economically poor Khas Arya shall have the right to 

employment in state structures on the basis of the 

principle of inclusion.

(2) Citizens who are economically very poor and 

communities on the verge of extinction shall have the 

right to special opportunity and facilities in the areas 

of education, health, housing, employment, food 

and social security, for their protection, progress, 

empowerment and development.

(3) People with physical impairment shall have the 

right to a dignified way of life and equal access to 

social services and facilities, along with their diversity 

identity.

(4) Each peasant shall have the right to access to land 

as provided for in law for agricultural purposes, along 

with the right to choose and preserve traditionally 

adopted and used endemic seeds and agricultural 

species.

(5) The families of martyrs who sacrificed their lives 

in the people’s movements, armed conflicts and 

revolutions for a democratic progressive change in 

Nepal, the families of those who were disappeared, 

persons who fought for democracy, victims of conflict 

and the displaced, persons who were physically 

maimed, the wounded and the victims, shall have 

the right with priority, as provided for by law, to 

education, health, employment, housing and social 

security, with justice and appropriate respect.

3.1.4 - Territorial Organization

 The instituting of a federal republic remains 

unquestionably the most disputed aspect of this 

constitution. Article 56 establishes the new structure 

of the Nepalese state by differentiating the federal, 

provincial and local levels of government. It is the 

middle level that deserves our attention, as the 

division of the country’s territory into provincial 

districts became heavily contested during the protests. 

According to the new territorial organization, seven 

provincial districts now compose Nepal’s political 

limits:see Image 1.

 The main issue regarding this political division 

deals with the ethnic and caste diversity within the 

demarcated districts, with some voices raising claims 

in favor of ethnic-based divisions. This is intricately 

linked to the matter of federal representation in the 

Legislative power, which will be examined in the 

next sub-section.

3.1.5 - Political System

 The new constitution institutes a democratic 

republican parliamentary system. The President is 

head of state while the Prime Minister –the leader of 

the majority party in the House of Representatives- 

is head of government. The latter is in charge of 

forming a Council of Ministers, with whom lies the 

Executive power. The President, on the other hand, 

is to be elected by an Electoral College formed by 

members of the Federal Parliament and the Provincial 

Assemblies, and his duties consist in promoting the 

“national unity of Nepal” and “compliance and 

protection of the Constitution” (article 61).

Moreover, the bicameral Federal Parliament 

encompasses the House of Representatives and the 

National Assembly. The constitution establishes that 

the former shall have 275 members, of which 165 

are to be elected in single-member constituencies 

through a first-past-the-post system. The remaining 

110 members are to be elected through a proportional 

representation (PR) system in which the country is to 

be considered a single district. Art. 84 also clarifies 

that provisions will be made in order to ensure 
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the candidacy of women, Dalits, Adibasi Janajati, 

Khas Arya, Madhesi, Tharu, Muslim, and backward 

regions. Balance in geography and province shall be 

considered for such candidacy.

Additionally, in article 86 the National 

Assembly is characterized as a permanent house 

of 59 members, 56 of which are to be elected by 

an Electoral College composed of members of the 

Provincial Assembly and Village and Municipal 

councils in a weighted voting system. Each province 

will elect 8 members through this procedure, of 

which there will be at least 3 women, 1 Dalit and 

1 person with disability or member of a minority 

group. The remaining 3 members of the National 

Assembly (including at least one woman) shall be 

nominated by the President on the Government’s 

recommendation.

The main criticisms from ethnic groups, 

especially Terai-based ones, towards these articles are 

linked to the fact that they reduce proportionality in 

comparison to the previous Interim Constitution of 

200724. This document included a population based 

criteria that assigned the Terai region 50% of seats 

in the first-past-the-post constituencies in the House 

of Representatives. Furthermore, the voting system 

for the National Assembly means that the Madhesis 

would only be able to place 16 members in this 

chamber, leading to claims of unproportionality.

The adoption of the constitution was 

followed by explicit criticisms and warnings from 

organizations such as Human Rights Watch and 

Amnesty International with regards to both the 

content of the constitutional text and the violent 

character of the protests that followed, particularly 

in the Terai region, where at least 45 people have 

died. In the next section, the focus will be thus 

placed on the Human Rights implications of the new 

document.

24 Charles Haviland, ‘Why is Nepal’s new constitution 
controversial?’ BBC News (London, 19 September 2015). < http://
www.bbc.com/news/world-asia-34280015> Accessed 5 January 2016.

4. human rIghts ImplIcatIons

 Citizenship rights are one of the highest concerns 

regarding the constitution’s new provisions.  Amnesty 

International25, in particular, has vehemently spoken 

against certain aspects of the articles regarding 

citizenship acquisition that are deemed both exclusive 

and discriminatory.  Specifically, the fact that -as it is 

inferred from article 11 (3) - citizenship by descent 

would only be acquired after reaching age majority 

is emphatically criticized. The organization highlights 

the consequences this provision could have on 

statelessness, which happens to be a serious issue in 

Nepal, affecting over 4 million people26. Statelessness 

in this country is a direct consequence of a legal 

system that has historically granted women different 

citizenship rights than those of men, limiting their 

ability to pass on Nepali citizenship to their children. 

 This tradition had been partially reversed in the 

Interim Constitution of 2007, whose article 8 (2) 

established that any person whose father or mother 

are Nepali citizenships should be considered citizens 

by descent27. However, as it was exposed in section 3, 

this has been reversed in the new constitutional text, 

which institutes that in order for a child to acquire 

Nepalese citizenship by descent, both his mother 

and father must be Nepali citizens. Furthermore, 

the new constitution reinforces inequalities between 

men and women’s abilities to pass on citizenship by 

descent to their offspring, implying that children of 

Nepali women and foreign citizens may only acquire 

naturalized citizenship.

 Moreover, Amnesty’s report highlights that 

while the new constitution has given constitutional 

status to many civil, political, economic, social and 

cultural rights, the definitions provided for some of 

them are not compatible with International Human 

Rights Law. This is the case for the right to freedom, the 

25 See: Amnesty International, Amnesty International concerns 
regarding key human rights provisions in the 2015 Nepal Constitution 
(November 2015)
26 Thomas Latschan, ‘Stateless in Nepal - How a patriarchal system 
denies citizenship to millions’ DW (Berlin, 29 January 2015) < http://
www.dw.com/en/stateless-in-nepal-how-a-patriarchal-system-denies-
citizenship-to-millions/a-18223750> Accessed 5 January 2016.
27 See: The Interim Constitution of Nepal 2063 (2007) <www.wipo.
int/edocs/lexdocs/laws/en/np/np006en.pdf> Accessed 5 January 2016.
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prohibition of torture, the right to religious freedom, 

the right to justice, and freedom from discrimination 

–which doesn’t specify sexual orientation or gender 

identity as grounds for discrimination-. Additionally, 

there is no mention of the right to life in the new 

constitutional text, which sparked serious concern 

in Amnesty’s report regarding this omission. The 

right to housing, to education, employment and 

labor provisions, as well as the right to water, food, 

and social security are deemed to be a positive 

advancement for Nepal’s legal system, but once 

again the report stresses that these need to be made 

compatible with International Law in order to avoid 

leaving protection gaps.

 The inclusion of the right to food is of particular 

importance since food security is a highly relevant 

issue in a country where around 25% of the 

population live below the poverty line, with a Global 

Hunger Index of 17.328. In addition, rising inflation 

has resulted in an increasingly high proportion of 

income being destined to food consumption. Hence, 

the constitutionalization of this right could represent 

the first step towards a national strategy targeting 

food and nutrition security. Nevertheless, Amnesty’s 

report expresses apprehension regarding the fact that 

the right to food makes no reference to nutrition, 

food quality or food security, and in close relation to 

this, the narrowness of the definition of the right to 

water. 

 In addition, while the articles regarding gender 

identity are generally viewed as an advancement for 

LGBT rights in Nepal, there remain some concerns 

regarding women’s rights and sexual and reproductive 

rights. This is due to the fact that equality in all areas 

of marriage is not ensured, as only the economic 

and family domains are mentioned in article 38. 

Furthermore, in the same article there is no reference 

to reproductive rights (only “reproductive health”) 

and Amnesty’s report suggests that

The article should fully reflect women’s reproductive 

rights, including their right to decide freely and 

28 See: Nepal Dialogue Forum for Peace and Human Rights, 
Submission for the Universal Periodic Review 2015. Recurring 
Human Rights Violations in Nepal. 

responsibly the number, spacing and timing of their 

children and to have the information and means 

to do so; the right to attain the highest standard of 

sexual and reproductive health and the right to have 

control over and decide freely and responsibly on 

matters related to sexuality, including sexual and 

reproductive health, free of coercion, discrimination 

and violence29. 

The organization has also underlined certain 

issues with the definition of a child and its lack of 

accordance to international standards

The report also mentions that the article 

regarding the presidential prerogative for pardon 

and clemency does not exclude amnesties for certain 

international crimes which are banned from this type 

of pardon by International Law, such as enforced 

disappearances, crimes against humanity and war 

crimes. Finally, the constitution raises some concerns 

regarding the declaration of the state of emergency 

and the suspension of certain rights, as these 

provisions are not fully compatible with ICCPR (by 

not allowing for the challenging of rights suspensions 

in courts, for example).

5. the protests In context

 The weeks before the adoption of the new 

constitutional text were characterized by intense 

protests, particular in the Terai region. The main 

actors of the demonstrations against the fast-track 

process and its resulting document were from 

the Madhesi and Tharu communities. Their main 

demands revolved around the aforementioned issues 

of federal division, political representation, and 

citizenship rights. In particular, protesters claimed 

the new constitution violated previous agreements 

regarding the configuration of a federal system. 

The main objection of Madhesis and Tharus had 

to do with the delimitation of the federal borders, 

as they sustained this new division increased their 

marginalization and political under-representation. 

In combination with the aforementioned citizenship 

29 Amnesty International  (n 18) 10.
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provisions, this issue became a detonator for a series 

of protests that took a violent tone in the Terai. 

 The manifestations began in August, but tensions 

escalated in September, when the protesters instituted 

a road blockade of the Birgunj checkpoint located on 

Indian-Nepalese border, thus impeding the passage 

of petrol, medicine, gas and other fundamental 

supplies into Nepal. Since India is Nepal’s biggest 

commercial partner, accounting for more of 60% 

of this country’s foreign trade, the blockade had 

immediate consequences across the country30. 

Cultural links uniting Madhesis to India resulted in 

the Nepalese government’s claims of an unofficial 

embargo by this country, among accusations of 

India’s economic support for the protesters. 

India has been historically sympathetic to 

Madhesi demands31, and has expressed concern over 

the constitutional process and its consequences for 

this particular group, while denying any involvement 

in the protests. As a matter of fact, India’s reaction 

to the adoption of the new Constitution was most 

explicit on this country’s views on the new document, 

merely acknowledging the passing, and urging 

that the Terai situation be addressed32. Geopolitics 

entered the equation even further since China 

became the possible solution for the fuel shortage33, 

by providing fuel supplies and infrastructure to open 

the borders with Tibet that had been closed by April’s 

earthquake. Hence, the internal conflict could have 

important consequences on the influence of both of 

these large countries over Nepal34.

30 Krishna Pokharel, ‘The Two-Month Blockade of Nepal Explained’ 
The Wall Street Journal (New York, 26 November 2015) < http://
blogs.wsj.com/indiarealtime/2015/11/26/the-two-month-blockade-of-
nepal-explained> Accessed 5 January 2016.
31 For More details see: International Crisis Group, Nepal’s Troubled 
Tarai Region (Asia Report Nº 136, 9 July 2007)
32 The official statement read “We note the promulgation in Nepal 
today of a Constitution.” See: India, Ministry of External Affairs, 
Statement on the Situation in Nepal < http://www.mea.gov.in/press-
releases.htm?dtl/25821/Statement+on+the+situation+in+Nepal> 
Accessed 5 January 2016.
33 It is interesting to notice that the Chinese government “noted with 
pleasure” the passing of the new constitution. See: Sanjoy Majumder, 
‘Why is India concerned about Nepal’s constitution’ BBC News 
(London, 22 September 2015) <http://www.bbc.com/news/world-asia-
india-34313280> Accessed 5 January 2016.
34 Debasish Roy Chowdhury, ‘China scores as Nepal plays hardball 
with India over border ‘blockade’ South China Morning Post 
(Hong Kong, 5 January 2015) < http://www.scmp.com/news/china/
diplomacy-defence/article/1898210/china-scores-nepal-plays-hardball-

The violent character of the protests and 

of the police response towards them quickly raised 

international concern. A Human Rights Watch report 

entitled “Like we are not Nepali”, published in 

October 2015, portraits a detailed view of the events 

that by that time had already resulted in about 45 

deaths:

There is, in short, compelling evidence of criminal 

attacks on defenseless police by protesters, and 

abundant evidence in several cases of serious crimes 

by police against protesters and bystanders, including 

disproportionate use of force and extrajudicial 

killings. In addition to the deaths, hundreds of people 

have been injured, some of them grievously35.

According to this report, the protests were 

most likely expected by the government, who 

passed a regulation allowing the Armed Police 

Forces to use lethal force, granting them immunity 

if any death occurred in the performance of their 

duties36. Amnesty international also noted on the 

excessive use of force by police forces, while urging 

the government to ensure that new constitution 

provides for full protection, respect and fulfillment of 

human rights37. As of December 2015, the blockade 

continued in place, and violence kept escalating, 

marking another episode of instability in Nepal’s 

troubled constitutional history.

The main problem, as Prashant Jha states38, 

seems not to be about drafting or passing of 

constitutions, but of popular ownership. While 

the latest attempt at consolidating a foundational 

document marked a significant change with the 

past since it was carried out by a democratically 

elected Constitutional Assembly, the seemingly top-

down manner through which the fast-track process 

was carried out worked further against popular 

india-over-border> Accessed  9 February 2016. 
35 Human Rights Watch, “Like we are not Nepali”. Protests and 
police crackdown in the Terai Region of Nepal. (October 2015) 2.
36  Ibid 18.
37 Amnesty International (n 18).
38 Sanjay Kumar, ‘Understanding Nepal’s Constitutional Crisis: A 
conversation with Prashant Jha’ The Diplomat (Tokyo, 28 September 
2015) < http://thediplomat.com/2015/09/understanding-nepals-
constitutional-crisis-a-conversation-with-prashant-jha/> Accessed 5 
January 2016.
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ownership of the new text:

The idea was that the CA would be a platform where 

people from the diverse social groups of Nepal would 

sit together and collectively participate in drafting a 

document and would  have the same common rules 

for all. The idea was that the CA would bridge and 

overcome the social and ethnic divisions existing in 

Nepal. The idea was that the CA would create a 

political structure where different ethnic groups and 

social groups, particularly excluded ones, would get 

to exercise power and be a part of more inclusive 

order. Based on these principles, the CA has failed. It 

is a setback because the constitution is not owned by 

a substantial section of the country39.

 In a country as culturally, ethnically, and 

religiously diverse as Nepal, ownership becomes a 

crucial issue. Moreover, the human rights concerns 

raised internationally by the content of the new 

constitutional text suggest that Nepal has not yet 

overcome certain traditionally imposed inequalities 

between its different social groups. Taking into 

account that Madhesis and Tharus together represent 

a large portion of the country’s population, the need 

for participatory processes that aim at increasing 

inclusiveness becomes apparent. 

39 Ibid.

6. conclusIons

 This paper has focused on Nepal’s most recent 

constitutional drafting process, although it ended in 

a highly contested documented. Our purpose was 

to comprehend the reasons behind the immediate 

reactions to the new constitution. Through a brief 

historical analysis, we shown that Nepal’s history 

has been plagued with instability partly driven by 

its complex social structure, characterized by intricate 

diversity in terms of ethnic, cultural, and religious 

differences. The latest constitutional process makes it 

clear that if any sort of agreement is to be reached, 

participatory processes and dialogue must be brought 

into the equation. 

 The actual constitutional text directly and 

negatively affects a large portion of the Nepalese 

population. It seems especially grave that citizenship 

provisions do not only difference between men and 

women’s abilities to pass on Nepalese citizenship to 

their progeny, but appear to have been purposely 

tailored to target Terai-based populations. Without 

adjusting its content to international standards, the 

constitution risks to create  second-class citizens, who 

are banned from the enjoyment of very important 

political rights such as the access to high-level political 
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offices. Combined with a federal division that is 

not accepted by the very same citizens who had 

advocated for federalism in the past, this becomes 

in our opinion the most critical element of the new 

document.

 While amendments to the new Constitution 

seem to be in process40, it is of the utmost importance 

that a participatory and dialogue-based approach to 

governance is implemented. This means extending 

citizens’ rights through consultation on public matters 

that affect them and ensure that they are heard in an 

equitable, just, and representative political system41. 

It is certainly a challenging undertaking, but without 

it any type of understanding between the political 

class and the population of the Terai seems to be ill-

fated from the outset.

40 See: ‘MPs deliberate amendment bill, morcha boycotts’, 
The Kathmandu Post (Kathmandu, 22 January 2015). http://
kathmandupost.ekantipur.com/news/2016-01-22/mps-deliberate-
amendment-bill-morcha-boycotts.html Accessed 22 January 2016
41 Frank Fischer, ‘Participatory Governance’ (2010) Jerusalem Papers 
in Regulation & Governance Working Paper 24. regulation.huji.ac.il/
papers/jp24.pdf Accessed 18 January 2016.
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Picture: a woman in the mountainous area around Pokhara,
a borrower of the microloans of Muktinah Bikas Bank Limited
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1.IntroductIon

 Being one of the least developed economies 

in the world, in 2015, Nepal is experiencing 

different challenges varying from natural disasters 

to political instability. Specifically, after its adoption 

of new constitution, the political tension led to 

its unexpected shortage of gas/ petrol at national 

level over 6 months . Moreover, the rising social 

inequality has been preventing poor people in this 

landlocked country for years from achieving a better 

living standard.

From the perspective  of Human Rights Defender, 

a variety of social issues in Nepal are waiting for 

further improvement. For example, better nutrition 

to enhance productivity and wages, more effective 

control of population growth to free resources for 

human capital investment, more education for girls 

to fight for gender equality and stronger property 

rights to foster market. Getting access to financial 

market belongs to those expectations.  

From the initial concept involving informal lending 

practices to the term of microfinance developing 

enormously in the financial market, microfinance 

has been introduced as a major development 

tool to combat poverty and enhance economic 

development in Nepal. However, the Nepalese 

banking system is largely controlled by the public 

sector intervention. For many reasons, the majority 

of financial institutions has not put large attention 

into rural and microfinance sector. 

In that context, Muktinath Bikas Bank Limited has 

been one of very few not only succeeded in reaching 

to the low profile customer but also prioritized 

microfinance business targeting at poor Nepalese 

customers  . established targeting at  poor Nepalese  

customers in  rural area as one of their principal 

activities . 

The following essay is to examine the microfinance 

business in Muktinath Bikas Bank Limited in order 

to to illustrate microfinance business in Nepal. Its 

financial and social performance will be discussed 

along with the challenges and opportunities within 

the domestic market. Field research was undertaken 

independently based on face-to-face interview with 

its representatives and the fieldtrip in Kathmandu, as 

the result of Winter School 2015 in Nepal. 

This essay is primarily structured in two main 

contents. A brief introduction on Nepalese 

microfinance market is provided in the first part. 

Focusing on the legal aspect, it aims at illustrating 

a fast pacing growing but unsustainable market in 

which imposes challenges for a development bank 

like Muktinath Bikas Bank Limited. Second part 

focuses on the case study of Muktinath Bikas Bank 

Limited with its historical information, vision and 

efforts in microfinance activity together with its 

financial and social performance from 2013 - 2015..

2. overvIew of mIcrofInance In 
nepal

2.1  legal framework on mIcrofInance 
sector In nepal

fInancIal market In nepal Is maInly controlled 
by publIc entItIes 

 According to the World Bank’s FINADEX, 

despite of being a fast pacing market, the financial 

sector in Nepal has only 25% financial inclusion. 

It is estimated that microfinance sector covers just 

over a half of it with inclusion by the conventional 

finance sector no more than 12%1 . Due to the fact 

of political stability and lacking private initiative in 

financial market, Nepalese policies on private sector-

led economy was only enacted in accordance with 

international standards during the reforms 2000-

2003.

The Priority Sector lending program dates back 

to 1974, is now completely phased out by 2007 

after decades of its operation with weak outcome. 

Credit flows to rural areas, for poor customers and 

1 Micro-Credit Ratings International Limited, Nepal Microfinance 
Review Microfinance rising above the turmoil , 2012, available at 
http://www.m-cril.com/backend/modulesfiles/publication/nepal-
microfinance-review-2012.pdf 
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in micro finance sectors have not been improved as 

projected. The Deprived Sector program introduced 

in 1990 has operated as an alternative to impose on 

Nepalese commercial banks the regulation minimum 

disbursement 0.25% - 3% of total loan portfolio 

directly to low-profile customers or indirectly through 

MFIs.2 Ultimately, the traditional banking systems 

showed its resistance with microfinance activities 

due to the obstacles of banking system adaptation 

which later on resulted in high cost, low return and 

distortion in rural financial market.

 

three dIfferent legal Instruments are applIed 
for the wIndow of mIcrofInance

 Although Nepal was the first country in South 

Asia introducing public policies on micro-finance, its 

regulation has been illustrated by a certain level of 

confusion in the national strategy towards poverty 

alleviation and financial inclusion. The Development 

Banks Act in 1996 and the Financial Intermediary 

Societies Act (FISA) in 1998 were initially architected 

2  Nepal Rastra Bank, Impact of Deprived Sector Credit Policy on 
Micro Financing, available at http://www.microfinancegateway.org/
sites/default/files/mfg-en-paper-impact-of-deprived-sector-credit-
policy-on-micro-financing-feb-2010.pdf 

to foster the financial service development in 

Nepalese rural area under the loans writing by 

Central Bank. It is noted that historically the 

Nepalese microfinance landscape were dominated 

by NGOs activities. In 2006 under the new Banks 

and Financial Institution Act, the concept of “limited 

banking license” was eventually introduced by FISA 

to legitimize the ongoing financial service activity 

of NGOs as societies and cooperatives. The Act 

was criticized to create more confusion and bring 

no benefit either NGOs or cooperatives since those 

institutions have not been remarkably succeeded in 

attracting voluntary deposits from community. The 

decline of cooperatives from 35 in the peak 1999-

2000 to 16 in 2011 explained for such negative effect 

under the Act.3  

Under the commercialization and privatization 

climate in last decade, it witnessed the growing 

trend for development bank operating in such 

market. Following this movement, NGOs operating 

in Nepal transformed themselves into microfinance 

development banks. From 2007 to 2011 the 

3 Micro-Credit Ratings International Limited, Nepal Microfinance 
Review Microfinance rising above the turmoil , 2012, available at 
http://www.m-cril.com/backend/modulesfiles/publication/nepal-
microfinance-review-2012.pdf 

Figure 1 - The growth of development banks in Nepal as of July 2015

Data taken from Development Bank Supervision Report 2014 available at http://nrb.org.np/dbs/pdffiles/annual_reports/
FY_2070-71.pdf and Bank Supervision Report 2015, available at http://nrb.org.np/bsd/reports/Annual_Reports--Annual_
Bank_Supervision_Report_2015-new.pdf
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conversion from financial institution NGOs to 

development bank was observed in the decline in 

numbers of licensed entities from 45 to 38.

Furthermore, the overview of legal framework in 

Nepalese microfinance sector also reveals certain 

number of further concerns, as below:

• The regulation framework in microfinance in 

Nepal has not been tough on limited capital 

requirements and low liquidity norms with 

no official ceiling limit on interest rate. The 

outgrowth in the number of financial institutions 

raised the concern of having too many 

commercial banks operating with low capital 

base.

• Nepal allows for larger consecutive loans with 

the second loan being double the amount of the 

first, and the third and all following loans being 

again double the size of the second. Although 

it comes together with the requirement of 

graduation principle, it might be difficult to 

control for the supervisor. Therefore, it imposes 

the financial risks in case of poor governance.

2.2 the archItecture of nepalese 
mIcrofInance sector 

vertIcal classIfIcatIon of nepalese mIcrofInance 
sector

MFIs operating and providing financial services in 

Nepal are categorized into 3 divisions as of forma, 

semiformal, and informal sector:

• The financial formal sector comprises institutions 

licensed by NRB including 19 commercial banks, 

70 finance companies, 30 development banks 

(including ADBL and NIDC), 34 savings and 

credit cooperative societies (SACCOS), and 9 

microfinance development banks (MDBs) and 

47 FINGOs.4 They represents 4% of capital, 1% 

4 Francesca Majorano, Working Paper Series No. 8 February 
2007, An evaluation of the rural microfinance development 
centre as a wholesale lending institution in Nepal, Asian 
Development Bank http://www.adb.org/sites/default/files/
publication/28690/wp8.pdf 

of deposits, and 2% of outstanding loans to the 

sector.

• The semiformal sector consists of joint 

government–donor-supported projects and 

autonomous member-based organizations such 

as NGOs and cooperatives. However, due to 

the shortage of funding and leadership as well as 

the geographical isolation of membership, most 

of the projects are now inactive.The informal 

sector comprises about 20,000 informal 

community-based organizations such as self-help 

groups, rotating savings and credit associations 

(ROSCAs) — known as Dhukuti— and a large 

number of cooperatives. 

In addition, moneylenders, traders, and friends also 

provide an informal source of finance. Friends and 

family are the main providers of informal loans in 

both urban and rural areas—84.4% and 60.5%, 

respectively. Moneylenders play a minor role in urban 

areas, while they account for 33.4% of informal 

loans in rural areas. Factor such as accessibility, 

interest rate and trust issues have confirmed that 

Nepalese people still favor the informal groups for 

many of their financial needs.

horIzontal classIfIcatIon In nepalese bankIng 
system

According to the Directives governed by the Central 

Bank, the financial market in Nepal is classified into 

four groups on the basis of the minimum paid- up 

capital as following:  

Based on its risk-weight assets, a licensed institution 

shall have to maintain the following capital adequacy 

ratio: 
Institution Minimum capital fund to be 

maintained  on the  risk-weighted 
assets (percent)

Core capital Total 
Fund

A Class 6.0 10.0
B and C Class 5.5 11.0

D Class 4.0 8.0

Table 1 – The classification of class in Nepalese 

financial market upon the minimum capital fund 

requirement.5 

5  Banks and Financial Institutions Regulation Department 
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Therefore, the suitable license to the bank and 

financial institution is provided accordingly:
Minimum capital fund to 

be maintained  on the  risk-
weighted assets (percent)

Core capital Total Fund
A Class 6.0 10.0
B and 

C Class
5.5 11.0

D Class 4.0 8.0

Table 2 – The classification of class in Nepalese 

financial market with the type and number of 

financial entity.6

Directive No. 1/067 http://nrb.org.np/bfr/directives/Directives--
Unified%20_Directives%20_2067%20_English.pdf 
6  Ibid.

In the latest report issued by Nepal Rastra Bank (NRB), 

new requirement will require financial institutions 

pursue merger or acquisition to meet the minimum 

paid-up capital in two years. Following, there will 

be 15- 20 commercial banks with combined paid-

up capital of around Rs 120 billion by 2017/18. As 

the consequence, the number of commercial banks is 

expected to decrease by a half.7

Development banks is leading in its population. 

However below figure illustrates the dominance of 

Commercial banks, with the share of 77.9 percent of 

total assets of Nepalese banking industry:

7  Nepal Rastra Bank, Financial Stability Report, March 2016 
available at http://www.nrb.org.np/red/publications/fin_stab_
report/Financial_Stability_Report--Issue_No._7_(July_2015)-
new.pdf 

     

Banks and Financial 
Institution

 Share Percentage
2009/10 2010/11 2011/12 2012/13 2/13/2014

Commercial Banks 76.7 75.3 77.3 78.2 77.9
Development banks 10.6 12 12.4 13 13.7

Finance Companies 10.9 10.9 8.2 6.6 5.8
Micro Finance Development 1.8 1.8 2.2 2.2 2.6

Total 100 100 100 100 100

Table 3 - Total Assets/Liabilities of Bank and Financial Institutions in Nepal

Nepal Rastra Bank, Bank and Financial Institutions Regulation Department. http://nrb.org.np/dbs/pdffiles/annual_reports/FY_2070-71.pdf

As an institution in the group of Development Banks 

operating in described marco context of market, 

the following case study, namely  Muktinath Bikas 

Bank Limited, belongs to the group of Development 

banks.

3. the case study of muktInath 
bIkas bank lImIted

3.1. background InformatIon of 
muktInath bIkas bank lImIted

Muktinath Bikas Bank Limited (hereinafter as 

“MNBBL”) was established in January 2007 based in 

Pokhara, the third largest city in Nepal. As a private 

bank among 230 banks and financial institutions 

in Nepalese market, MNBBL has promoter-public 

shareholding ratio 51:49 with highest individual 

holding of approximately 3.5% by the current CEO.1 

Muktinath Bikas is licensed as Development bank, 

equal to B class in Nepalese banking system. The 

bank aims at offering a diversity of financial service 

with the network of 29 Modern Banking branches, 

20 Limited Banking branches, and 45 Microfinance 

desks with depositor’s base of more than 1 lakh 74 

thousand customers.2 

1  Press release by Nepal Rastra Bank on MNBBL Thursday 
30th of July 2015. Republished by Sharesansar newspaper, 
available at http://www.sharesansar.com/viewnews.
php?id=28339 
2  See more at: http://muktinathbank.com.np/page/introduction 



30

In March 2015, after its acquisition of Civic 

Development Bank Limited based in Dhading, the 

bank was upgraded to national level of Development 

bank.8 Noted that Dhading is the only district of 

Nepal ranging from Ganesh Himal mountain to 

8  Muktinath Bikas bank is holding 59.9 crore and Civic Development 
Bank is holding 5 crore as paid up capital. - See more at: http://
sharekinbech.com/max-vision-investment/muktinath-development-
bank-to-buy-out-civic-development-bank/#sthash.kxQFQKML.dpuf . 
Civic Development Bank has a paid up capital of Rs 5 crore. The bank 
has 50 employees and provides services through 8 branches.

the Churevamar Pradesh of Terai, located in the 

Central of Nepal, slightly Western to Kathmandu. 

This consolidation not only follows the trend of 

M&A in Nepalese financial market but also help the 

bank collectively reach out greater number of clients, 

streamline its operations to increase viability and 

profitability and potentially attract more financing 

and political support.

MFI As of
Gross loan 
portfolio 

(USD mln)
Nr. Of active 

borrowers (000)
NWCSC 2014 2.31 10.70
UNYC 2014 3.18 17.68
Mahuli 2014 5.70 38.22
Sahara Nepal SACCOS 2012 9.15 43.16
Nerude 2014 13.19 55.09
PGBB 2014 13.95 37.88
FORWARD 2014 17.98 77.65
Muktinath Bikas Bank 2015 20.31 56.09
JBS 2014 33.44 89.01
SB Bank 2014 40.47 124.91
CBB 2014 49.42 162.39
Nirdhan 2015 68.02 161.25
NeRuDO 2014 313.65 102.95

Table 3-bis – Selected MFI in Nepal reporting to themix.org

From April 2008, Muktinath Bikas Bank Limited 

pioneered to expand its business to rural area and 

serve low income customer, providing microfinance 

services to poor people. At present MNBBL is one of 

the largest National Level Development Bank with 

the stock index in NEPSE in MNBBL. As on April 

2014, Muktinath Bikas has market share of 2.45% 

and 2.67% in overall Development Banks’ Deposit 

and Credit portfolio.

MNBBL aims at extending its financial services 

to all potential households in its legible working 

area. Its footprint has covered most of Syangja, 

Kaski and Tanahun districts and now is expanding 

services to uncovered districts of Western and 

Central Development Region. As of October 17, 

2015,  microfinance service from Muktinath Bikas 

has reached out to 79,569 poor households in 11 

districts.

No. Districts Municipality Coverage Total served 
Households

1 Syangja 60/60 24.088
2 Kaski 42/43 20.326
3 Tanahun 39/46 11.511
4 Baglung 22/60 1.47
5 Chitwan 26/38 4.626
6 Rupandehi 40/71 7
7 Nawalparasi 24/74 4.293
8 Palpa 19/66 3.36
9 Gulmi 15/79 1.458
10 Parbat 14/55 2.225
11 Dhading 24/50 2.185

Total 11 312/642 82.542
Table 4 – The outreach data of microfinance service in Muktinath Bikas Bank Limited as of October 2015.

Data taken from http://muktinathbank.com.np/page/outreach 
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3.2 mIrcofInance busIness In muktInath 
bIkas bank lImIted

target clIent  

The guiding motto makes Muktinath Bikas move 

forward: ‘Janata Bank ma  hoina, Bank janata ma 

janupardachha’’ (People do not come to bank , 

bank should go to them). Its principle of “banking 

the unbankable” targets on low income households 

without the need for prior credit history, collateral 

or bank approval. Muktinath Bikas’s program 

also mainly focuses on poor women in rural area. 

Only one borrower from a household is eligible 

for the program. Group of borrower is organized 

homogenously within a local community, which 

enforces the group sustainability and mutual trust 

among group members. 

The requirement applies upon specific requirements, 

particularly: (a) Be a member of the household of 

land having less than 15 Kattha in terai or 20 Ropani 

in Hill, un-irrigated land per five-person family,(b) Be 

from different family tree; not be in blood relation 

with any other member in the same group,(c) Be 

from similar socio-economic status and Be from the 

same neighborhood, who know each other and 

having mutual trust in financial transactions (d) Not 

be a member of any other MFIs9  

operatIonal model:  

MNBBL has been proving its microfinance services in 

five different modalities. They are published on their 

official website, consisting of:

1. Modified Grameen Model

2. Joint Liability Group Model

3. Individual Lending Model

4. MCDC model (wholesale lending to groups)

5. Agent model

In practice, the common microfinance activities are 

based on the first three. Modified Grameen model 

popularly used in Terai region (plain area) allows 

a group of five women members who in need to 

9 See more at: http://muktinathbank.com.np/page/silent-
features 

access the financial source. The poor households are 

identified through the tool of Participatory Rural 

Appraisal and household surveys carried by credit 

officer. Following the assessment of identification, 

the eligible members receive a pre-group training of 

microfinance procedure and individual responsibility 

when joining in group. The group of client is 

obliged to meet on monthly basis for microfinance 

transactions such as credit and deposit taking. A 

center is established at least from two groups to 

six groups. Group members are liable to pay the 

loan and mandatory savings installments if any of 

group members fails to pay. Group lending model 

encourages a culture of financial responsibility where 

peer support surprisingly leads to 99% rate of 

repayment. The group lending method also promote 

the social network of voluntary mutual support 

among members who are individually liable for their 

own loan and voluntarily assist their group members 

if needed.

Join Liability model focused on small business/

enterprises operated by women. Groups are formed 

from five to ten business women having the common 

residence in a neighborhood. This model requires 

stricter rules on document submission and business 

performance review. History of repayment and 

group guarantee is essential for Join Liability model 

to provide future loan for group of business women. 

The fieldtrip visit is scheduled which allows credit 

officer from the bank monitor the procedure closely 

and assure the consistent repayment in due time.  

Slightly different, Individual Loans are disbursed 

only on the collateral basis. This method allows 

those clients who has savings or properties to obtain 

a larger sized loan compared to Modified model. 

Due to the characteristic of collective community in 

Nepal, these lending methodology is shown to be 

effective in creating high credit discipline throughout 

peer pressure and peer support. 

fInancIal products

In the light of financial needs, to Nepalese people, 
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Education is one of the most important long term 

investment. Education is free of charge in state 

schools which commonly have limited facilities and 

reputation. The majority of urban Nepalese people 

would rather enroll their children into private school 

which charges much higher fee to achieve better 

quality of education. Full payment at the beginning 

of new academic year adds Nepalese parents in the 

situation of financial needs. 

Marriage is another example for being one-time 

life event and remarkably important to a religious 

society in Nepal. A large number of guest are 

supposed to be invited in a ceremony lasting for 

several days. Expense on the rituals, ceremony and 

dowry is calculated to be very high and not many of 

Nepalese could afford by his savings only. 

Moreover, Festival plays a key role in Nepalese 

community. Annually Nepalese prepares to wait for 

three main festival celebration include Dashain, Tihar 

and Bhai Tika. Food, clothes and gifts for family, 

relatives and community members are purchased in 

advance to assure their best celebration. To keep up 

with other neighborhood, Nepalese people often 

need loan supports to afford the festival related 

expenses.

The variety of financial products offered by MNBBL 

aims at covering most the lifecycle-related critical 

financial needs in Nepal. According to…, these needs 

could be described as:

• Expenses incurred during cultivation and harvest 

(seed, fertilizers and pesticides, storage and 

transportation expense.)

• Investments on expenses to purchase raw 

materials and finished goods to maintain a 

decent life (food, grocery, livestock, cloth…)

• Investment in construction and maintenance of 

house and the purchase of building material.

• Expenses for oversea migration, especially for 

education and work

Owning to this variety of product, it could assure that 

MNBBL cover the financial needs of wider audience 

and could expand service to more of Nepal’s poor 

and marginalized population.

3.3 the analysIs of muktInath bIkas 
bank lImIted’s fInancIal and socIal 
performance from 2013 - 2015

fInancIal performance of muktInath bIkas 
bank lImIted 

As projected in the financial statements within 

consecutive 3 years, Muktinath Bikas Bank has 

achieved a steady business growth with a fair asset 

quality representing in the gross non-performing 

loan greater than 30 days past due of 0.04% as on 

July-15. The decline in operating expense ratio may 

help explain the improving efficiency in Muktinath 

Bikas’s operation as well as the expanding loan size 

in its credit activity. Healthy profitability indicators 

have been maintained which is illustrated in below 

table.

PROFITABILITY 
RATIO 2013 2014 2015

Return on 
Average Asset 
(ROA) 5.29% 5.87% 4.73%

Return on 
Average Equity 
(ROE) N/A N/A 102%

Net interest 
margin 10% 8% 5%

Financial 
expense ratio 7.725% 5.846% 10.777%

Impairment 
expense ratio 1.231% 1.131% 1.062%

Operating 
expense ratio 6.699% 4.473% 4.373%

Portfolio yield 10.87% 9.41% 10.30%

Table 5 – Profitability ratio from 2013 – 2015.10

10 The ratios are calculated by author based on the latest data 
obtained on 1st August 2016 from http://www.themix.org/mixmarket
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Under the analysis of ICRA, MNBBL’s portfolio 

comprised mainly of Deprived Sector Loan/

Microfinance (27%), Personal Loans (19%), Hire 

Purchase Loan (18%), Housing Loan (16%) and 

Business Loan (14%).11 The Microfinance portfolio 

of MNBBL has been growing with compounded 

annual growth rate 31% in past 3 years and 

contribute remarkably to the overall profitability. 

Following the success, MNBBL is expanding the 

retail segment including the focus on microfinance 

activity in next coming years. It is essential to note 

that, the top management board of MNBBL and 

Microfinance division in particular are well-known 

for their significant experience and competence 

across Nepalese financial market.

However, several concerns are arising between the 

lines which threatens the sustainable development 

of microfinance business in MNBBL. The expanding 

microfinance business leads to which higher 

portfolio vulnerability. The risk of marginal profile 

of borrower together with the nature of unsecured 

loans and the lack of diversity in earnings deepens 

11  ICRA Nepal Report on Muktinath Bikas Bank, available at  http://
icranepal.com/RecentReleases/MNBBL_Rationale_Final.pdf 

the vulnerability of microfinance business. As of July 

2015, MNBBL has eight members in the Board of 

Directors (BoD), consisting of 4 representatives from 

promoter shareholders, 3 from public shareholders 

and 1 professional expert. However it lacks of 

institutional promoters’ support as well as the 

independent members on the BoD.12 Uncertain 

operating environment that banks in Nepal are 

currently facing together with the political crisis may 

result in negative impacts for microfinance market. 

socIal performance of muktInath bIkas bank 
lImIted 

Theoretically, Nepalese women have legal rights to 

access to credit and financial market. However, due 

to the traditional custom and practices, women in 

Nepal has limited ownership in household properties 

and therefore cannot meet the requirement of 

collaterals. This resulted in their exclusion from the 

formal and traditional banking system.

12 Press release by  on MNBBL Thursday 30th of July 2015. http://
www.sharesansar.com/viewnews.php?id=28339 

According to the analysis of ICRA, it succeeded in 

maintaining a fair granularity in credit portfolio with 

low concentration. (top-20 borrowers accounting 

for ~5% of total loans as on April-14) and healthy 

deposits profile with low deposit concentration 

(top-20 depositors accounting for ~11% of total 

deposits on April-14).1  Number of active borrowers 

continued rising and reached more than 77 thousand 

as of July 2015.

1  Bank and Financial Institutions Regulation Department, NRB 
http://nrb.org.np/dbs/pdffiles/annual_reports/FY_2070-71.pdf

Chart 1 – Number of clients and accounts in credit – deposit activity in Muktinath Bikas Bank

 The data are taken on 1st August 2016 from http://www.themix.org/mixmarket
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According to The MIX web data provider, there 

are top four development goals of Nepalese MFIs 

commonly reporting related to these goals: poverty 

reduction, employment generation, gender’s 

equality and women’s empowerment, development 

of start-up enterprises.13 However, creating the set 

of outcome indicator for social performance and 

selecting satisfying proxy for the goal of financial 

inclusion and gender quality is far from present 

capacity. 

In MNBBL’s case study, the similar situation is 

founded. Social performance reports from MNBBL 

has not obtained numbers on these development 

goals. It bears in mind that gender equality and 

women’s empowerment are the complex and 

relatively subjective issue. To MIX, instead of only 

focusing on women participation in loan and 

financial transaction, MNBBL could also use outreach 

of nonfinancial women’s empowerment services as a 

proxy. 

13 Mike Krell, State of Social Performance in Nepal, https://www.
themix.org/publications/mix-microfinance-world/2013/03/nepal-
development-2013 

Development goal Outcome indicators

Poverty reduction
Number of clients below a specific 
poverty line including sample size and 
poverty tool used

Employment 
generation Number of jobs created including 

sample size

Gender equality 
and women’s 
empowerment

Number of individuals participating in 
nonfinancial women’s empowerment 
services (proxy)

Development of 
start-up enterprises

Number of start-up enterprises 
financed including sample size

Table 6 – Common development goals in Nepalese IMFs 

from 2013 – 2015.14

The pre group training section towards eligible 

female clients before grouping could be taken as an 

example of non financial women’s empowerment 

services in MNBBL.15 Nepalese women are learning 

financial literacy through seven day training, 

14 Mike Krell, State of Social Performance in Nepal, available 
at https://www.themix.org/publications/mix-microfinance-
world/2013/03/nepal-development-2013 
15 Muktinath Bikas Bank group training manual: Supporting 
informed client decisions, available at http://sptf.info/images/sp_fund_
muktinath_eng.pdf 

Semi-formal microfinance institutions could fill this 

gap, however due to its limited scale and outreach, 

women’s access to credit is still restricted. The difficulty 

in mobility as well as the higher human resource cost 

for employing door-to-door credit officers challenges 

banking operation in those isolated areas. Following 

the motto “bank should go to people” and “bank 

with the un-bankable”, MNBBL chose to overcome 

these obstacles. The following paragraph would 

like to consider MNBBL’s social performance in the 

aspect of woman participation and woman inclusion 

in microfinance operation.

Chart 2 – Percentage of female borrower in Muktinath Bikas Bank from 2013 – 2015

The data are taken on 1st August 2016 from http://www.themix.org/mixmarket
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creating their own financial discipline and seeking 

for growth opportunities. Unfortunately, the related 

data is missing which makes the social performance 

evaluation far from realization. 

If the goal of woman participation exerts an 

important point in targeted customer, female 

representation on board and staffs within MNBBL is 

also another aspect. Figure below shows the median 

of gender dimension in MNBBL’s human resource 

structure. Nearly 47% of loan officers are female. 

The nature of loan officers position which demands 

staffs able to work closely with female clients may 

explain the figure. Still, it witnesses the lacking of 

female managers and female participation in BoD. 

Chart 3: Median of gender dimension in Muktinath 

Bikas Bank as of October 2015.16

However, in the larger perspective, according to MIX  

the proportion of female managers in Nepalese MFIs 

is almost four times as high as the regional median.17 

The Nepalese women’s empowerment services 

outreach goes far beyond that of any neighborhood 

region. Therefore, it is concluded the gender 

sensitivity and high degree of focus on women is 

the principal social performance management of 

Nepalese microfinance sector. In that picture, in order 

to sustain the microfinance activity and achieve the 

ultimate mission of social contribution, it is essential 

for MNBBL to improve the advanced tool in tracking 

social performance outcomes in the near future. 

16 The data are taken on 1st August 2016 from http://www.themix.org/
mixmarket 
17 Mike Krell, State of Social Performance in Nepal, https://www.
themix.org/publications/mix-microfinance-world/2013/03/nepal-
development-2013 

4. conclusIon

Muktinath Bikas Bank Limited has been a success 

story of courage and persistence in microfinance 

business in Nepal. After 9 years of operation among 

a plurality of competitors, it has transformed to be 

one of the largest National Level Development Bank. 

Speaking about future, the bank continues its business 

philosophy and persists in long run strategy of 

expanding small loans for Nepalese people. Through 

microfinance activity, it reaches out to poor women, 

provides them with finance literacy and help women 

to participate in decision making position. 

However a number of concerns are rising and 

continues to challenge Muktinath Bikas in coming 

years. Current macroeconomics situation together 

with the restrictive regulation for MFIs compared to 

commercial banks imposes the threat of unhealthy 

competition. Security risks in the management of local 

branches, and lack of supervising and monitoring 

institution goes with the risk of bad loan deals when 

national database of client profile is missing. The 

lack of efficient and trained staff is found, who are 

particularly keen on working on the field, out of air 

conditioning office and closely with poor people.  

From the human rights perspective, the ultimate 

goal to empower women and promote women 

participation does not aim at developing an exclusive 

financial product for women but  guaranteeing the 

access to credit for women in any situation. The 

boundary between microfinance and commercial 

loan should only rely on the characteristic of loan 

but not the gender of borrowers itself. It would 

rather exert the goal of gender equality and women 

empowerment as well as other social development 

goals into Muktinath Bikas’s annual business plan. 

More importantly, it is critical for the bank to pay 

attention in monitoring social performance ratio as 

effective as financial performance ratio. 
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Picture: Women in Meshipa, 
Sindhupalchok district
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mIcrofInance
In europe:

an overvIew



1.1 defInItIon and relevance

 Microfinance is generally defined as the provision 

of microloans without collateral, insurance, savings 

and technical assistance services, specifically directed 

towards micro entrepreneurs and disadvantaged 

people who wish to start-up new venture or 

towards individuals that have consumption’s needs 

but cannot access traditional banking services.

 In other words, the primary target of 

microfinance institutions (MFIs) are those people that 

suffer of financial exclusion, defined as the “process 

whereby people encounter difficulties accessing 

and/or using financial services and products in the 

mainstream market that are appropriate to their 

needs and enable them to lead a normal social life in 

the society which they belong” (SWECO, University 

of Strathclyde – EPRC, et al. 2016a, p.25)

 Moving within the European context, here 

the definition of “microcredit” is twofold: “a 

business microcredit is a loan under EUR 25 000 

to support the development of self-employment 

and microenterprises (that is, enterprises employing 

less than 10 people, Ed.); a personal microcredit is 

a loan under EUR 25 000 for personal necessities 

such as rent, medical emergencies, or education.” 

(SWECO, University of Strathclyde – EPRC, et al. 

2016b, p.3) While microenterprise lending targets 

nearly bankable clients (new and existing enterprises) 

with loan amounts at the upper end of the €25,000 

limit, personal (or inclusion) lending is intended 

for “unbankable clients”, persons who are likely to 

remain excluded from the banking system in the 

medium to long term (Brigitte Maas and Stefanie 

Lämmermann 2013, p.8), due to bank’s lending 

conditions.

 Why an individual or micro business would 

be excluded from the financial market in such a 

developed financial market as the European one?

 First of all, the high transaction costs of 

managing small loans and low profit margins make 

commercial banks reluctant to lend small amounts. 

(Brigitte Maas and Stefanie Lämmermann 2013, p.7) 

Moreover, commercial banks also perceive lending 

small loans to self-employed persons and micro-

entrepreneurs as too risky. Furthermore, people from 

disadvantaged groups often have neither a business 

track record nor any collateral. (Brigitte Maas and 

Stefanie Lämmermann 2013, p.7) In general, lack of 

information regarding the borrower leads to two 

forms of information asymmetries that could hinder 

people’s opportunity to access financial services. 

The first one is adverse selection, that appears when 

banks cannot determine whether the borrower’s 

project is low or high risk or whether one borrower 

is riskier than others. (Unterberg et al. 2014, p.7) The 

second one is moral hazard, caused by the financial 

institution’s difficulty in observing whether the 

customers are making the full effort for a successful 

investment of the loan amount or engaging in 

risky behavior which increases the risk of default. 

(Unterberg et al. 2014, p.7) In addition,  sometimes 

the applicant’s lack of awareness of their own legal 

status, financial condition, requirements or financial 

possibilities for their enterprise, might undermine 

from the start the individual’s integration in the 

financial system. (SWECO et al. 2016a, p.28) In some 

cases there are skill barriers as well. For instance, 

members of some target social groups (such as low 

educated or migrants) may be unfamiliar with business 

finance concepts that are key to understanding the 

risks and opportunities associated with a business 

(SWECO et al. 2016a, p.28) and therefore essential 

in order to draft a convincing business proposal. 

Furthermore, in particular for migrants and ethnic 

minorities, there can be cultural language and social 

barriers undermining the development of a close and 

confident relationship with financial intermediaries. 

(SWECO et al. 2016a, p.28)

 The financial crisis and the consequent economic 

recession have then made debt financing even more 

expensive and difficult to obtain. (Brigitte Maas and 

Stefanie Lämmermann 2013, p.7) It is not a case then 

that the share of enterprises which perceive access to 

finance as their most pressing problem is larger among 

microenterprises than among other SMEs. (Unterberg 

et al. 2014, p.8) For these potential microfinance 

clients it is especially difficult to obtain capital during 

times of recession. This is even more significant in the 

case of vulnerable groups such as ethnic minorities or 

40



female entrepreneurs. (Unterberg et al. 2014, p.8)

 Moreover, the economic recession have 

harmed poorly educated persons more than the 

well educated, at the same time threatening the 

governments’ capacity to invest in education and skills 

enhancement. (SWECO et al. 2016a, p.9) In general 

terms, as underlined by OXFAM in its 2015 report A 

Europe for the Many, Not the Few, the number of 

people living in poverty and excluded from society 

across the European Union is growing. For instance, 

from 2009 and 2013 the number of people classified 

as living with severe material deprivations, without 

enough money to heat their homes or cope with 

unforeseen expenses, grew of 7.5 million units. 

(Oxfam and Cavero 2015, p.4) As a consequence of 

these developments, always following the report, in 

2015 almost a quarter of the European population 

(around 123 million people) are at risk of poverty 

or social exclusion, while almost 50 million people 

live with severe material deprivation. (Oxfam and 

Cavero 2015, p.4)

1.2 structure of the european 
mIcrofInance sector

 The European Micro-finance Network’s (EMN) 

2012/13 survey shows the importance of microfinance 

in the promotion of microenterprises and creation of 

new jobs, that are respectively, with 67% and 58% 

response rate, the first and the second widespread 

missions of European MFIs. (Mirko Bendig, Benjamin 

Sarpong, and Michael Unterberg 2014, p.37) This 

is also reflected in the composition of microloans 

disboursed:  in 2013 in fact, 79% of the total value 

of microloans was issued for business purpose and 

21% for personal consumption purpose. (Mirko 

Bendig, Benjamin Sarpong, and Michael Unterberg 

2014, p.9) This resulted in the same year in the 

support by the surveyed organizations of a minimum 

of 121,270 microenterprises and start-ups resulting 

in an approximate impact of at least 250,000 

jobs throughout Europe. (Mirko Bendig, Benjamin 

Sarpong, and Michael Unterberg 2014, p.10) This 

general data, however, hide regional differences. In 

fact, as underlined in the “Community of Practice 

on Inclusive Entrepreneurship” (COPIE) manual, 

Designing microfinance operations in the EU: a 

manual on how to build and implement microfinance 

support programmes using the ESF, MFIs in Central 

and Eastern European (CEE) countries focus primarily 

on personal finance and not on lending on business. 

(Brigitte Maas and Stefanie Lämmermann 2013, 

p.15) Brigitte Maas and Stefanie Lämmermann, the 

authors of the manual, link this feature to the specific 

development path microfinance had in this area. In 

fact, here the first microfinance operation took place 

in the 1990s (ten ears earlier than in Western Europe) 

as private initiatives to fill the gaps in an environment 

characterized, differently from the Western one, by 

a lower banking density. (Brigitte Maas and Stefanie 

Lämmermann 2013, p.15) As to the amount of 

money lent, MFIs from the 24 countries covered by 

the survey disbursed a total of 387,812 microloans 

with a total volume of 1.53 billion EUR in 2013 

(Mirko Bendig, Benjamin Sarpong, and Michael 

Unterberg 2014, p.19), underscoring a 45% growth 

compared to two years before. (SWECO, University 

of Strathclyde – EPRC, t33, and infeurope 2016b, 

p.5)

 The nature and the outreach of the services, 

can be further differentiated (in addition to regional 

peculiarities) depending on the type of institution. 

Therefore, before going on with the analysis it is 

useful to describe the different institutions present in 

the European microfinance sector.

 The same 2012-2013 report reveals that among 

the surveyed institutions1 there is still an high level 

of diversity. Namely, as stated in the survey, “Non-

Governmental Organizations (NGOs) or foundations, 

non-bank financial institutions (NBFIs), governmental 

bodies, savings and commercial banks, credit unions, 

cooperatives, Community Development Financial 

Institutions (CDFIs), microfinance associations, 

and religious institutions are active in microcredit 

provision in Europe and are represented among the 

MFIs surveyed”. (Mirko Bendig, Benjamin Sarpong, 

and Michael Unterberg 2014, p.10) It is then further 

1 MFIs from 24 countries took part to the survey. In total, 150 out of 
447 MFIs that were contacted1 provided data to the survey, translating 
to an overall response rate of 34%.
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highlighted the fact that among the most common 

institutional types are non-bank financial institutions 

and NGOs or foundations, even if a report drafted by 

the “European Banking Federation’s Working Group 

of experts in the financing of Small and Medium-

sized Enterprises” stresses how private banks are 

still among the main providers of microfinance 

within the European Union, supplying microfinance 

services both independently for their own account, 

and in partnership with other providers, such as 

public bodies, notably the European Investment 

Bank (EIB), and specialized Microfinance Institutions 

(MFIs). (Guido Ravoet (Ed.) 2010, p.3) Anastasia 

Cozarenco, from the Centre for European Research 

in Microfinance (CERMi), outlined five main reasons 

that led private funders to get involved in the direct 

disbursement or support of microfinance services 

in Europe. (Cozarenco and others 2015, p.13) First 

of all, in the author’s opinion, some private actors 

supply funding in the framework of their Corporate 

Social Responsibility (CSR), to improve their image. 

In addition, Cozarenco further underlines the cross-

selling opportunities private banks have when 

entering into the MF sector (such as the opening 

of current accounts within the bank, establishment 

of saving accounts, insurance, payment services, 

funds transfer etc). Thirdly, it is stressed how 

banks can improve cost efficiency and learn from 

cooperation. Moreover, the researcher underscores 

that engagement in microfinance represents a long 

term investment, since a portion of the funded 

microbusinesses are expected to develop, grow and 

become profitable. Lastly, as it will be highlighted in 

the next chapters, entering the microfinance market 

represents a low risk (or even risk-free in some cases) 

investment for banks as microcredits are generally 

backed by guarantees provided by European or 

national public entities and MFIs.

 Going back to the nature of the provided 

services, studies show how non-profit oriented 

financial institutions are largely oriented to low-

profitability segments of the credit market.  (Sérgio 

Lagoa and Abdul Suleman 2014, p.5) Moreover, the 

legal status has implication on how the resources of 

the given institutions can be managed. (Balkenhol 

2016, p.6) In some cases MFIs need to interact 

with private banks. For instance, in some countries, 

such as Germany and Serbia, it is forbidden for 

a MFI to disburse microcredit, therefore obliging 

these institutions to collaborate with banks to 

carry out their activities. (Cozarenco and others 

2015, p.4) Therefore, it is not by chance that the 

model prevailing in Europe is the so-called “linkage 

model”, where “support organisations accompany 

the clients and cooperate with banks to disburse the 

loans”. (Brigitte Maas and Stefanie Lämmermann 

2013, p.15) Moreover, generally MFIs are not 

allowed to collect savings. (Cozarenco and others 

2015, p.4)  That is why in Europe the focus is on 

microcredit, with only limited experience with 

microsavings or microinsurance. (Brigitte Maas and 

Stefanie Lämmermann 2013, p.8) Furthermore, it 

is interesting to note the emergence of altrnative 

partnerships between MFIs (for instance, the French 

“Adie”) and classical insurance companies to provide 

microinsurance2, not to mention the emerging role of 

the online crowdfunding and peer to peer platforms. 

(Cozarenco and others 2015, p.17-18)

 An in depth analysis of the relationship 

between type of institution and nature of services 

provided is carried out by Lagoa and Suleman in the 

“FESSUD project” sponsored working paper Types 

of financial institution and their supply of financial 

services: the case of microfinance in Europe. (Sérgio 

Lagoa and Abdul Suleman 2014, p.28-29) Before 

going on with the analysis, the author would like 

to point out that the data Lagoa and Suleman are 

referring to are those produced by the 2010/2011 

EMN survey and therefore are not the same shown 

above. Nevertheless, in the author’s opinion their 

study is still relevant in the understanding of the 

different patterns in the services provision. Lagoa 

and Suleman divide the institutions in four clusters, 

taking into consideration the average size (given 

by the number of loans provided), the share of 

institutions with the social inclusion model (that is, 

2  Microinsurance is defined by the International Labour 
Organization (ILO) as a “mechanism to protect poor people against 
risk (accident, illness, death in the family, natural disasters, etc.) in 
exchange for insurance premium payments tailored to their needs, 
income and level of risk”
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that serve non-bankable clients) and the proportion 

of total credit to ethnic minorities and immigrants. 

They outline four clusters. The first one consists of 

religious institutions and savings banks. Even if the 

first ones are among the smallest institutions and the 

latter are the second largest ones, they both almost 

exclusively serve non-bankable clients and 100% of 

the institutions have social inclusion and poverty as 

their mission. The second one is composed of Credit 

Unions/cooperatives, microfinance associations, 

and others institutions. This clusters serves to a 

lesser extent than the first one the non-bankable 

clients, even if the percentage is still high (87,6 %). 

Differently from the previous cluster the proportion 

of institutions with the mission of social inclusion 

and reducing poverty is only 29.3%, and the size 

of institutions is near the average. The third one 

includes Government bodies, NGOs or foundations, 

NBFIs and CDFIs. The authors found out that even 

if a higher share of these institutions declare to have 

as a mission social inclusion and poverty reduction, 

only 49,5 % of them serve non-bankable clients, 

making this cluster the most dedicated to nearly-

bankable subjects.  Finally, the fourth one comprises 

only banks. It is very similar to the second cluster 

except for the large number of loans granted by each 

bank.  

 Moving on with the analysis of the potential 

MFIs’ funding sources, it is possible  to note also 

here a huge variety. For a long time the provision 

of funding for European MFIs had been confined 

to public actors, namely governments in the form 

of Development Finance Institutions (DFIs), public 

programs with a local development agenda, 

administration departments or public agencies with 

the goal to support employment or entrepreneurship. 

(Unterberg et al. 2014, p.26) Governments, in fact, 

could benefit from the improved social and financial 

inclusion in terms of saved fiscal resources derived 

from the lower disbursement of unemployment 

benefits and social welfare allocations. (Balkenhol 

2016, p.5) Nowadays, in addition to the already 

mentioned partnerships among MFIs and private 

banks (that is, direct funding or savings collection 

by private banks and provision of BDS services), 

one can notice the growing importance of the EU-

based funding in microfinance. It can be delivered 

in two ways. Some of these offers are backed by 

resources of the European Commission (and EIB, 

Ed.) and are managed centrally by EIF as managing 

organization. (Unterberg et al. 2014, p.29) Others 

are only available at national/regional level backed 

by nationally/regionally co-financed EU Structural 

Funds resources (ERDF or ESF) and managed by 

Managing Authorities (national/regional authorities 

responsible for the implementation of Structural 

Funds) (Unterberg et al. 2014, p.29)

 Public/private financing is central for the 

European MFIs. In fact, microfinance portfolios need 

to cover an average default rate of 5 %, with picks 

of  15-20% when they serve high risk target groups. 

(Unterberg et al. 2014, p.20) Moreover, as described 

above, the transaction costs of managing small loans 

are high. To cover these costs, Bernd Balkenhol, of 

the Centre for Microfinance and Financial Inclusion, 

estimates that European MFIs would have to charge 

interest rates of 35 to 40%. (Balkenhol 2016, p.4) 

As further underlined by Balkenhof, in opposition to 

the South, were microfinance has taken off with high 

levels of banking exclusion, pervasive informality in 

financial transactions and a virtual absence of social 

security and welfare nets, allowing massive scaling 

up of loan portfolios, in Europe microfinance plays a 

niche role, since in Europe the bank inclusion rates are 

over 90%. (Balkenhol 2016, p.5) As a consequence, 

“MFIs fail to capture cost and revenue advantages 

linked to massive transaction volumes.” (Balkenhol 

2016, p.5)

 It is possible then to outline different funding 

schemes depending on the legal form of the MFI, 

its development stage and its area of operation. 

Quoting the report Study on imperfections in the 

area of microfinance and options how to address 

them through an EU financial instrument, “credit 

unions, cooperatives and bank MFIs refinance most 

of their loan capital out of deposits and use public 

funding to cover risk costs and additional services 

for their clients. NGOs and foundations often use 

a mix of public and private sources for refinancing 

their loan portfolio and risk costs.” (Unterberg et 
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al. 2014, p.27) Moreover, the types of institutions 

and their funding are not static. In fact, one often 

witnesses a transformation process  consisting in the 

transformation of an MFI starting as NGO financing 

itself via donations and/ or public subsidies into 

a formal financial institution or regulated entity 

capable of attracting private investments. (Unterberg 

et al. 2014, p.27)

2. european structural 
and Investment funds’ 
support to mIcrofInance 

2.1 cohesIon polIcy and esI funds

Before addressing specifically the role of the European 

Structural and Investment (ESI) funds (that for the 

2014-2020 programming period are composed by 

the European Regional Development Fund (ERDF), 

the Cohesion Fund (CF) and the European Social 

Fund (ESF), together with the European Agricultural 

Fund for Rural Development (EAFRD) and the 

European Maritime and Fisheries Fund (EMFF)) and 

their role in the support of microfinance in Europe, 

it is useful to briefly describe the broader context in 

which they operate, that is, the European Cohesion 

policy.

 Despite the establishment of the ESF in 1958, 

initially designed to offset the loss of jobs in the 

traditional industries by retraining workers (Vladimír 

Špidla 2008, p.6) and despite the addition in 1975 of 

the European Regional Development Fund (ERDF), 

until 1988  there was no European regional policy. 

(Leonardi 2006, 157)

 As stated by Wallace, “it required the twin 

stimulus of ‘widening’ (Greece, Spain, and Portugal), 

and ‘deepening’ (the Single European Act (SEA), and 

the single market programme) to create the pressures 

for a ‘historic’ deal to develop the structural funds 

further. (Wallace, Wallace, and Pollack 2005, 

p.218) In fact, at the Community level there were 

concerns regarding the potential negative outcomes 

the two aforementioned processes could have had. 

Namely, regarding specifically the second one, the 

main worries were related to the possible negative 

consequences of eliminating controls on the free 

flow of productive factors and the ability of national 

governments to manipulate both exchange and 

interest rates to compensate for internal market 

failures. (Leonardi 2006, 156-157) It is not a case 

then that in the SEA itself for the first time the 

objective of economic and social cohesion was 

linked with the idea of the reduction of regional 

disparities. (Wallace, Wallace, and Pollack 2005, 

p.218) Later on,  in its Communication of 15 February 

1987 entitled ‘Making a success of the Single Act: a 

new frontier for Europe’, later referred to as the 

‘Delors I Package’, the Commission proposed a new 

interinstitutional agreement under which Parliament, 

Council and Commission would agree on a 

multi-annual financial perspective and budgetary 

priorities. (Raphaël Goulet 2008, p.8) Moreover, the 

Delors-1 package led to a doubling of the structural 

funds so that by 1992 they would account for 25 

per cent of the EU budget. (Wallace, Wallace, and 

Pollack 2005, p.218) In the light of the conclusions 

of the Brussels European Council of 11 and 12 

February 1988, the three institutions concluded the 

Interinstitutional Agreement on 29 June 1988 which 

established for the first time a five-year financial 

perspective, from 1988 to 1992 (Raphaël Goulet 

2008, p.8), making it possible to concentrate on 

long-term objectives. Moreover, the 1988 marked 

the birth of the principle of partnership, (Vladimír 

Špidla 2008, p.6) cornerstone of today’s Cohesion 

policy. The Maastricht treaty further enhanced the 

role of the structural funds, creating a new fund, 

the Cohesion Fund. It was specifically designed 

to encourage economic convergence among EU 

members through infrastructure investments and was 

made available to countries with an income below 

90% of the EU average. (Maynou et al. 2014, p.4) 

In general, Between 1988 and 1999 the structural 

funds underwent a significant expansion. (Wallace, 

Wallace, and Pollack 2005, p.218)

 An important step forward in the development 

of the European Cohesion policy was the  link with 

Lisbon agenda, an action plan devised in 2000 by 

44



the European Council with the specific purpose of 

making the EU “the most competitive and dynamic 

knowledge-driven economy by 2010”. Already in 

the programming period 2000-2006, the Lisbon 

priorities were indicated as an important point of 

reference for development strategies, although 

there were no binding conditions. (Domorenok 

2016, p.4) Despite this fact, however, in this 

programming period around 80% of the regions 

have taken these priorities into consideration 

when drafting their development programmes. 

(Domorenok 2016, p.4) The reference to the overall 

EU objective when drafting projects falling under 

the European Cohesion policy became then central 

in the programming period 2007-2013, with the 

operationalization of the earmarking mechanism. 

It required in fact 60% of expenditure under 

Convergence programmes and 75% under Regional 

Competitiveness & Employment (RCE) programmes 

to be allocated to certain categories of investment: 

innovation; the knowledge economy; information 

and  communication technology; employment; 

human capital; entrepreneurship; small and medium-

sized enterprise support; and access to risk capital. 

(Bachtler and Ferry 2015, p.1267) Therefore, one 

witnesses a radical change in the drafting and 

selection process. In fact, “contrary to the previous 

period, the so-called mainstream Objectives of 

cohesion policy are (no more) formulated according 

to the typology of structural problems that affect 

regions admissible for community aid under one 

or another Objective (lagging behind industrial or 

rural regions, etc), (but) the new definition of the 

Objectives (Convergence, Competitiveness and Jobs, 

Territorial cooperation) is thematic and the majority 

of admissible actions are based on the issues tackled 

by Growth and Jobs”. (Domorenok 2016, p.4) In 

other words, in the 2007-2013 period, the scope 

of cohesion policy have been extended beyond its 

main objective (reducing the gap between the most 

and the least developed regions) to comprise actions 

fostering research and innovation, on the one hand, 

and social and economic cohesion, on the other, 

with a territorial coverage that is no more restricted 

to lagging behind regions. (Domorenok 2016, p.5)

 The new rules on the European Structural 

and Investment Funds for 2014-20 were agreed 

in December 2013, providing for greater strategic 

realignment of Cohesion policy with the Europe 2020 

strategy, a more integrated approach to programming 

and a stronger performance orientation. (Carlos 

Mendez and John Bachtler 2015, p.1) In order to 

contribute to the strategy, in the REGULATION (EU) 

No 1303/20133 the European Parliament and the 

Council selected 11 thematic objectives that shall be 

supported by the ESI funds (these broad objectives 

were then translated into priorities that are specific 

to each of the ESI Funds and are set out in the Fund- 

specific rules) . These are:

1. strengthening research, technological 

development and innovation;

2. enhancing access to, and use and quality of, ICT;

3. enhancing the competitiveness of SMEs, of the 

agricultural sector (for the EAFRD) and of the 

fishery and aquaculture sector (for the EMFF);

4. supporting the shift towards a low-carbon 

economy in all sectors;

5. promoting climate change adaptation, risk 

prevention and management;

6. preserving and protecting the environment and 

promoting resource efficiency;

7. promoting sustainable transport and removing 

bottlenecks in key network infrastructures;

8. promoting sustainable and quality employment 

and supporting labour mobility;

9. promoting social inclusion, combating poverty 

and any discrimination;

10. investing in education, training and vocational 

training for skills and lifelong learning;

11. enhancing institutional capacity of public 

authorities and stakeholders and efficient public 

administration.

This list makes it evident how the Cohesion policy 

definitely moved beyond its original function of 

“shock absorber” to encompass a larger set of 

additional functions.

3  Available at: http://eur-lex.europa.eu/LexUriServ/
LexUriServ.do?uri=OJ:L:2013:347:0320:0469:en:PDF
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 Before moving on with the section uniquely 

devoted to microfinance it is useful to present 

the relationships the ESF and the ERDF (the only 

funds among the ESI fund to provide financing 

to microfinance projects) have with the relevant 

thematic objectives.

2.2 esI funds, thematIc objectIves and 
mIcrofInance

 In relation to thematic objective 8, that follows 

the Europe 2020 strategy’s aim to reach the target 

of 75% of 20-64 year old in employment by 2020, 

as underlined by the European Commission, ESF it is 

the European Union’s main tool for helping people 

get a job (or a better job), integrating disadvantaged 

people into society and ensuring fairer life 

opportunities for all. (European Commission 2014a, 

p.2) More in detail, as outlined in the in Article 3(a) 

of the ESF Regulation (1304/2013)4, the ESF will 

promote employment and support labour mobility 

through the support of activities regarding: (i) access 

to employment for job-seekers and inactive people, 

including local employment initiatives and support 

for labour mobility; (ii) sustainable integration of 

young people not in employment, education or 

training into the labour market; (iii) self-employment, 

entrepreneurship and business creation; (iv)equality 

between men and women and reconciliation 

between work and private life; (v)adaptation of 

workers, enterprises and entrepreneurs to change; 

(vi) active and healthy ageing; (vii) modernisation 

and strengthening of labour market institutions, 

including actions to enhance transnational labour 

mobility.

 Employment policies include, in addition 

to the ESF measures, investments to ensure that 

enterprises can create the jobs which are needed. 

These investments fall within the scope of the ERDF. 

(European Commission 2014a, p.5) As presented in 

Article 5(8), of the ERDF regulation (1301/2013)5, 

the fund’s investment priorities comprise: a) 

4  Available at: http://eur-lex.europa.eu/LexUriServ/
LexUriServ.do?uri=OJ:L:2013:347:0470:0486:EN:PDF
5  Available at: http://eur-lex.europa.eu/LexUriServ/
LexUriServ.do?uri=OJ:L:2013:347:0289:0302:EN:PDF

supporting the development of business incubators 

and investment support for self-employment, 

microenterprises and business creation; (b) 

supporting employment-friendly growth through 

the development of endogenous potential as part 

of a territorial strategy for specific areas, including 

the conversion of declining industrial regions and 

enhancement of accessibility to, and development 

of, specific natural and cultural resources; (c) 

supporting local development initiatives and aid 

for structures providing neighborhood services to 

create jobs, where such actions are outside the scope 

of Regulation (EU) No 1304/2013 of the European 

Parliament and of the Council (1); (d) investing in 

infrastructure for employment services.

 The ESI funds’ contribution under thematic 

objective 9, that is, “promoting social inclusion, 

combating poverty and any discrimination”, is 

meant instead to contribute to the achievement 

of the target set within the Europe 2020 Strategy, 

that aims to lift at least 20 million people out of the 

risk of poverty. (European Commission 2014b, p.3) 

Following the Article 3(b) of the ESF regulation the 

fund supports the following investment priorities: (i) 

Active inclusion, including with a view to promoting 

equal opportunities and active participation, and 

improving employability; L 347/474 Official Journal 

of the European Union 20.12.2013 EN (ii) Socio-

economic integration of marginalised communities 

such as the Roma; (iii) Combating all forms of 

discrimination and promoting equal opportunities; 

(iv) Enhancing access to affordable, sustainable and 

highquality services, including health care and social 

services of general interest; (v) Promoting social 

entrepreneurship and vocational integration in social 

enterprises and the social and solidarity economy 

in order to facilitate access to employment; (vi) 

Community-led local development strategies. The 

ERDF, as stated in Article 5(9) of its regulation, 

will contribute to the realization of the thematic 

objective 9 through: (a) investing in health and social 

infrastructure which contribute to national, regional 

and local development, reducing inequalities in terms 

of health status, promoting social inclusion through 

improved access to social, cultural and recreational 
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services and the transition from institutional to 

community-based services (b) support for physical, 

economic and social regeneration of deprived 

communities in urban and rural areas (c) support for 

social enterprises.

 In conclusion, looking at the aforementioned 

obstacles faced by individuals and micro-enterprises 

and taking into consideration the fact that micro 

enterprises are reported to make 91% of all business 

in EU-27 and that 99% of all start-ups falling into 

the SME category, a third of these are established 

by unemployed individuals (Baldi, Sadovskis, and 

Sipilova 2014, p.4) it is evident how microfinance is 

central in the European context in order to promote 

these two objectives.

 Therefore, it is not by chance that, as a matter 

of fact, structural Funds schemes play a growing 

role to directly finance microcredit provider on 

the national or regional level in different countries. 

The funding offered is loan capital in most cases to 

be used instead of debt finance to refinance loan 

portfolios. (Unterberg et al. 2014, p.62)

 However, looking at the single funds’ regulations, 

it is possible to outline a major difference in the use 

of the two ESI funds. In fact, while ERDF is primarily 

used for support to enterprises (mainly SMEs), urban 

development and regeneration, energy efficiency 

and the use of renewable energy in buildings, the 

ESF is used to support self-employment, business 

start-ups and micro-enterprises. (Brigitte Maas and 

Stefanie Lämmermann 2013, p.29) This development 

is a consequence of the growing popularity in the use 

of Financial Engineering Instruments (mainly loans, 

loans guarantees and equity) in the implementation 

of EU cohesion policy (Kalvet, Vanags, and Maniokas 

2012, p.6), due to their double advantage of having 

revolving character, as resources can be used over 

and over again, and of making projects more 

sustainable and efficient by moving them away from 

their dependency on grants. (Lopriore and Pati 2012, 

p.44) The European Commission then underlines 

how financial instruments create a multiplier effect 

(higher for the loans guaranties than for loans and 

equities), since additional resources come to the 

funds from national and regional budgets or from 

banks and other investors. (European Commission 

2012, p.3-4)

 Financial instruments co-funded by the ESF 

were first introduced under Cohesion Policy in the 

2000-2006 programming period in the framework 

of the Community Initiative EQUAL. (Unterberg 

et al. 2014, p.29) Then, in the funding period of 

2007-2013, and specifically after the Commission’s 

communication ‘A European Initiative for the 

development of microcredit in support of growth 

and employment’ were developed several dedicated 

national and regional microcredit schemes or funds 

financed by structural funds. Referring to the initiative 

funded by the ESI funds, the introduction of JEREMIE 

in 2007, which facilitated the use of ERDF funds to 

promote the use of financial engineering instruments 

and improve access to finance for SMEs, generally 

boosted the inflow of EU structural funds into the 

European micro-finance sector. (Unterberg et al. 

2014, p.62) In the present programming period, ESI 

funded schemes can take the form of direct funding 

for microfinance like in the case of Germany where 

a national guarantee fund was set up (“Deutscher 

Mikrokreditfonds”) or programmes that fund 

support services for the clients of microfinance, e.g. 

coaching or business development services (BDS). 

(Unterberg et al. 2014, p.29)

  Before going on with the analysis of the 

programmes centrally managed by the EC and EIF, 

it is useful to briefly describe the process that goes 

from the funds allocation at the European level to 

the implementation at the local one.

 Firstly, at the Member States’ level, selected 

managing authorities are asked to hand in, in April 

of each year, their National Reform Programmes 

(NRPs), the National Strategic Reference Frameworks 

(NSRFs) and the related operational programmes 

(Ops), in which Member States propose possible 

project in order to translate at the national level 

the targets and policy priorities established at 

the European level (Brigitte Maas and Stefanie 

Lämmermann 2013, p.29), that in the current 

programming period correspond to the Europe 2020 

strategy’s ones. ESI Funds programmes proposed by 

EU countries are then approved (or rejected) by 
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the Commission and subsequently implemented 

by Member States and their regions under shared 

management. (European Commission 2016, p.8) 

It is therefore the ultimate decision of managing 

authorities in Member States where and how funds 

are invested at project level within the framework 

of the relevant programme setting out the specific 

objectives, results to be achieved and types of action 

to deliver them. (European Commission 2016, p.8) 

At the sub-national level, after their selection, the 

Managing Authorities need to conclude funding 

agreements with the financial intermediary or 

microcredit provider (Brigitte Maas and Stefanie 

Lämmermann 2013, p.39), that, as highlighted 

by the EMN survey, can be either banks including 

commercial banks, cooperative banks, and saving 

banks, or non-bank intermediaries such as NGOs, 

religious fundations, social equity funds, specialised 

microfinance intermediaries, and government 

bodies.  However, since these instruments require 

specialist management teams, there is a widespread 

use of holding funds as intermediaries between 

Managing Authorities and financial intermediaries. 

(Kalvet, Vanags, and Maniokas 2012, p.6) In other 

words, a usual management structure envisages the 

selection by a Managing Authority of holding fund 

manager, that is responsible for launching a ‘call of 

interest’ looking for possible financial intermediaries 

who will then reach beneficiaries on the ground. 

(Lopriore and Pati 2012, p.44) In this case, therefore, 

is the the fund operator that selects and signs funding 

agreements with the national/regional financial 

intermediaries and that then makes a contribution 

of resources to them. (Brigitte Maas and Stefanie 

Lämmermann 2013, p.40)

3. programmes  
centrally managed by 
the eIf

Outside the ESI funds framework, one can note the 

creation by the European Commission, jointly with 

the European Investment Bank, of programmes such 

as ‘Jasmine’ to support microfinance institution, 

the European Progress Microfinance Facility for 

employment and social inclusion (2010) which 

provides resources to increase access to, and 

availability of microfinance – facility now included 

in the programme for Employment and Social 

Innovation (EaSI). (Georges Gloukoviezoff 2016, 

p.6)

 The EC-sponsored overview of the micro-

finance sector in the EU (data valid until 2012) 

shows that in most EU countries centrally managed 

EU- funding offers only play a minor role in funding 

MFIs. The share of EU-funding is especially low in 

Scandinavia where no funding deal with centrally 

managed EU-resources was realised between 

2010 and 2012 and UK /Ireland where only one 

guarantee deal was reported. In Western Europe 

the  percentage of estimated total funding was 2% 

while in the more mature micro-finance sectors in 

Eastern Europe was 4%. In Southern Europe even if 

the use of centrally managed EU- funding is rising, 

the percentage is still 3%. (Unterberg et al. 2014, 

p.30) It does not mean however, that the role of the 

centrally managed funds in the microfinance sector 

is negligible. As highlighted in the same overview 

(and as it will be shown below), centrally managed 

EU-backed funding offers can have a central role 

in the attraction of additional funding from public 

and private sources into the sector. Especially the 

integration with EU Structural Funds based funding 

schemes at the national or regional level can help to 

mobilize much of the needed funding for microcredit 

providers throughout Europe. (Unterberg et al. 2014, 

p.34)

3.1 jasmIne

Jasmine was a programmme  developed in 2008 by 

the EC’s Directorate General for Regional and Urban 

Policy (DG REGIO) (but managed by the EIF) in 

response to the great demand for funding to access 

direct Technical Assistance (TA) support and capacity 

building among Western as well as Eastern European 

MFIs. (Unterberg et al. 2014, p.25) The programme 

sought to help non-bank microfinance institutions 

in scaling up their operations and maximizing the 
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impact of microfinance products on microenterprise 

development and unemployment reduction within 

the EU through:

• Assessment exercises, which targeted younger 

and emerging institutions wishing to improve 

their institutional strength, attract donor 

funding and enhance their social impact;

• Rating exercises for risk and social impact, 

which targeted mature micro-credit providers 

wishing to enhance visibility and obtain new 

financing; and

• Training courses and consulting to build the 

capacity of staff or management at financial 

intermediaries, particularly in the areas of risk 

management, strategic planning, governance, 

and management information systems. (Kristin 

Lang, et al. 2015, p.5)

These three activities are tightly interlocked and do 

not have to be conceived separately but as part of a 

single process. As explained by the EC, the technical 

assistance to MFIs takes the form of an assessment 

by a specialized rating agency (that analyzes the 

internal procedures for decision-making and day-to-

day management and how the micro-credit provider 

man ages risks) and sub sequent training in areas where 

improvement is needed. (European Commission and 

Directorate-General for Regional Policy 2010, p.6-7) 

In the framework of Jasmine was then developed 

the European code of good conduct, with the 

objective of setting out good practice guidelines that 

will better enable the sector to face the challenges 

of accessing long-term finance, benefiting funders, 

investors, customers, owners, regulators and partner 

organisations. (“JASMINE – European Code of Good 

Conduct for Microcredit Provision” 2016) In the 

present programming period it is compulsory to 

follow it in order to receive European funding. (Dr 

Pål Vik 2016)

 Given the positive impact of JASMINE on 

the sector, recognized also by the EC in its report 

Evaluation of JASMINE Technical assistance: pilot 

phase6, the programmme has been extended in the 

6 Precisely, in the overall findings, the EC highlighted how “overall 

framework of the 2014-2020 programming period. It 

was in fact integrated under the fi-compass advisory 

platform, designed to support managing authorities 

under the European Structural and Investment 

Funds (ESIF) and microfinance providers under EaSI. 

(“JASMINE” 2016)

 However JASMINE was also the subject of 

criticism by some MFIs that benefited from its 

services. For instance, some Western European 

MFIs reported a lack of consultants experienced in 

Western European micro-finance operations, while 

some stated that JASMINE and the implementation 

of the Code of Good Conduct requires a proper 

social performance measurement system, but does 

not offer the funding to finance it. More in general it 

was underlined how the capacity building measures 

like JASMINE should be linked to suitable funding to 

implement the ideas and strategies developed with 

the consultants. (Unterberg et al. 2014, P.25)

3.2 PROGRESS mIcrofInance facIlIty

In March 2010, as a response to the economic crisis 

(Unterberg et al. 2014, p.35), the EC’s Directorate-

General for Employment, Social Affairs and Inclusion 

(DG EMPL) established a dedicated Microfinance 

Facility for employment and social inclusion in the 

framework of the Progress programme (already 

active from 2007). It is funded by the Commission 

and the EIB. The first one contributed with EUR 100 

million, of which EUR 25 million have been allocated 

to the guarantee window. (Karin Attström et al. 2014, 

p.11) Under this window the EIF can issue portfolio 

guarantees to microcredit providers to cover their 

portfolio losses. The Commission further guaranteed 

the coverage for eventual losses of EUR 80 million, 

favouring the attraction of the EIB’s money (Riccardo 

Aguglia 2016), that contributed with another EUR 

100 million to be allocated just to funded instruments. 

JASMINE Technical Assistance Pilot Phase has met its objective of 
contributing to the development of the European microcredit sector 
by:  Improving the productivity, professionalism and efficiency of 
beneficiary institutions;  Promoting good governance within the sector; 
Enhancing its transparency; Developing and promoting industry 
standards such as the European Code of Good Conduct” (European 
Commission et al. 2014, p.iv)
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(Karin Attström et al. 2014, p.9) The Project Signing 

Period of the facility, managed by the EIF, will end at 

the 7th of April 2016. The remaining funds will then 

be paid back to the Commission, that in turn will use 

them  for the new facility that is planned under the 

Programme for Employment and Social Innovation 

(EaSI). (Unterberg et al. 2014, p.35)

 As stated in Art. 2 of Decision 283/2010/EU, 

the aims of Progress MF are twofold:

– the first objective is to make microfinance more 

readily available to persons who wish to become 

self-employed, start-up a microenterprise or 

develop existing microenterprises further and 

that have lost or at risk of losing their job, 

are facing the threat of social exclusion, are 

vulnerable persons in a disadvantaged position 

with regard to access to the conventional credit 

market, or that have difficulties re-entering the 

labour market (Karin Attström et al. 2014, p.8), 

by enabling microcredit providers in the EU to 

increase their lending activities. (Unterberg et 

al. 2014, p.35)

– The other objective is to improve the access to 

microfinance, mainly by reducing the risk borne 

by the microcredit providers, so that they can 

lend to groups who would normally not qualify 

for financing, because they could not put up 

sufficient collateral or because the interest rates 

would have to be very high if they were to 

reflect the real credit risk. (Karin Attström et al. 

2014, p.8)

 Analyzing in depth the instruments available 

under the facility, the maximum guarantee rate 

covered by the guarantee instrument is 75 % of the 

underlying microcredit or guarantee portfolio and 

the intermediary is to remain liable for at least 20 

% of the portfolio. (Karin Attström et al. 2014, p.11) 

Generally, the guarantee issued by the EIF covers the 

first loss, but a cap is also agreed for each guaranteed 

portfolio. In this case, the maximum liability for the 

European Progress Microfinance Facility is set at 20 

% of each guaranteed portfolio. (Karin Attström et 

al. 2014, p.11)

 In the 2007-2020 programming period 

guarantees loans UNDER EUR 25,000 for micro-

enterprises were also available under the SMEG of CIP 

(Unterberg et al. 2014, p.40), now EU programme 

for the Competitiveness of Enterprises and Small and 

Medium-sized Enterprises (COSME). Under COSME 

there will not be any guarantee scheme specifically 

addressing micro-enterprises, even if they will remain 

potential target, since its main target are loans under 

EUR 150, 000. (Unterberg et al. 2014, p.41)

 As to the funded instruments under Progress 

MF, it is possible to find 4 types: the senior loan, 

the subordinated loan, the risk-sharing loan and the 

equity participation. The Senior Loan instrument 

can be used by MFIs as an alternative to existing 

debt offers in the market. (Unterberg et al. 2014, 

p.48) Used for refinancing loan capital (Unterberg 

et al. 2014, p.48), it is generally in the range of 

5-7 years, depending on the intermediaries’ debt 

servicing capacity. (European Investment Fund, n.d.) 

Subordinated loans are used typically to enhancing 

the intermediaries’ capital structure. (European 

Investment Fund, n.d.) As to the risk-sharing loan, 

a Senior Loan is combined with a risk participation 

of the facility in the micro credits provided by 

intermediaries, (Unterberg et al. 2014, p.48) making 

it particularly useful for MFIs with a strong social 

focus. (Unterberg et al. 2014, p.53)

 As of the end of 2014, the EIF has signed under 

Progress Microfinance EUR 174.2 m in loans and 

EUR 25 m in guarantees (Kristin Lang, et al. 2015, 

p.ii), facilitating the access to and availability of 

micro-finance for microenterprises. (Kristin Lang, 

et al. 2015, p.23) In total (until February 2016) it 

reached 43 000 borrowers: 45% were unemployed 

when reached and 69 % were start-ups. (Stefan De 

Keersmaecker 2016) Moreover, according to the 

2014 report Interim evaluation of the European 

PROGRESS Microfinance Facility, 17% of the 

borrowers surveyed had previously been unable to 

obtain a conventional loan from a bank, 68% said 

that they were applying for a loan for the first time 

(Karin Attström et al. 2014, p.51), and another 56% 

assumed that it would have been impossible for 

them to obtain a loan on similar terms elsewhere. In 
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addition, 43% of those surveyed reported income 

below the corresponding national poverty threshold 

(Karin Attström et al. 2014, p.51) – a significantly 

higher proportion than the EU average of 18.2% 

(“REPORT on Implementation of the European 

Progress Microfinance Facility - A8-0331/2015” 

2016), while 17% described themselves as materially 

deprived – which is almost twice the average for 

the EU population. (“REPORT on Implementation 

of the European Progress Microfinance Facility - A8-

0331/2015” 2016)  However, as further stated in the 

report, “evidence suggests that Progress Microfinance 

did not induce microfinance providers to target 

groups which they were not already targeting 

before the Progress Microfinance support”. (Karin 

Attström et al. 2014, p.53) Nevertheless, there are 

some cases in which the EIF helped the outreach of 

new segments. For instance, Adie’s Propulse, which 

drew on Progress MF’s Senior Loan product in order 

to offer microcredits between EUR 6,000 and EUR 

10,000, enabled Adie to reach out segments that 

were not completely covered by their previous 

offering. (Karin Attström et al. 2014, p.9)

 The EIF has also played a direct role in 

kick-starting the operations of some financial 

intermediaries (Kristin Lang, et al. 2015, p.23), 

lending them credibility. (Kristin Lang, et al. 2015, 

p.9) As shown by the interim report in fact, as 

a consequence of the aforementioned leverage 

effect, Progress Microfinance was also found to 

help microcredit providers (such as Mikrofond, 

Qredits, Patria Credit, FAER and ADIE) get access 

to additional funding. (Karin Attström et al. 2014, 

p.67) As a consequence, as further revealed by the 

report, “financial intermediaries often apply for EIF 

products and services in order to open financing 

doors, receive a stamp of quality and attain increased 

visibility”. (Kristin Lang, et al. 2015, p.9)

 Finally, it is is possible to find some 

complementarity between Progress MF and 

ESI funds. Namely, in Poland, several financial 

intermediaries have offered ERDF-backed loans 

(under Jeremie) along with microfinance products 

supported by Progress MF. (Kristin Lang, et al. 2015, 

p.25) Moreover, the report  Interim evaluation 

of the European PROGRESS Microfinance Facility 

Evidence of this study, suggests that - apart from 

ESF-programmes in Poland and Romania providing 

microfinance - ESF support complementary to Progress 

Microfinance mainly pertains to training and business 

development services. (Karin Attström et al. 2014, 

p.78) However, the report further reveals how, as 

a consequence of the difficulties encountered by the 

financial intermediaries in establishing collaboration 

and of the lack of information on ESF funding, the 

potential synergies between the ESF and Progress MF 

microloans were not fully exploited. (Karin Attström 

et al. 2014, p.79) It is therefore suggested the need 

for a stronger strategic approach in the Member 

States to coordinate Progress Microfinance and ESF 

support activities. For instance, it is here proposed 

to outline the principles of complementarity of ESF 

and Progress Microfinance already in the OPs. (Karin 

Attström et al. 2014, p.79)

3.3 programme for employment and 
socIal InnovatIon (easI)

As mentioned above, the successor of Progress MF 

is the EU Programme for Employment and Social 

Innovation (EaSI). Developed by DG EMPL, it will 

underpin the implementation of the Europe 2020 

Strategy in the field of employment, social affairs 

and inclusion, supplementing the ESF. (European 

Commission 2014c, p.3) Namely, as stated by the 

EC, “EaSI’s priority activities in 2014-20 will help the 

Member States to modernize their labour markets 

and social security systems and increase their rates 

of employment, in particular among young people. 

Other important tasks will involve supporting job 

creation, promoting a highly skilled workforce, 

encouraging adaptation to change and the 

anticipation of restructuring, enhancing geographical 

mobility and promoting social innovation”. 

(European Commission 2014c, p.3)

 EaSI builds on the microfinance support provided 

under Progress MF and Jasmine and goes beyond the 

previous mandates by providing funding up to EUR 

500,000 to develop and expand social enterprises 
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(therefore, it will deliver services also outside the 

microfinance realm) and funding for capacity building 

in financial intermediaries, in the form of Jasmine-

type activities provided by the EIB under fi-compass’s 

dedicated work stream, EaSI Technical Assistance (EaSI 

TA). (Kristin Lang, et al. 2015, p.5) More in detail, 

EaSI integrates and extends the coverage of three 

existing programmes managed separately between 

2007 and 2013 (European Commission 2014c, p.7): 

                                                                                                                                                  

– PROGRESS (Programme for Employment 

and Social Solidarity), which supported the 

development and coordination of EU policy for 

employment, social inclusion, social protection, 

working conditions, anti-discrimination and 

gender equality;

– EURES (European Employment Services), a 

cooperation network between the European 

Commission and the Public Employment 

Services of the Member States that encourages 

mobility amongst workers;

– PROGRESS Microfinance, which (as described 

in the previous section) aims to increase the 

availability of microcredit to individuals for 

setting up or developing a small business.  

Under EaSI it will be managed together 

with the social entrepreneurship window.  

 The overall budget of EaSI 2014-20 is EUR 

919 m, 61% of the budget will be allocated to 

the first axes, 18% to the second and 21% to the 

third. (Unterberg et al. 2014, p.35) The EUR 193 

m managed under the microfinance and social 

entrepreneurship (MF/SE) axes, funding will be 

evenly spread between microfinance and social 

entrepreneurship, with a minimum of 45 % going 

to each. Cross-cutting projects will account up to 10 

%. (European Commission 2014c, p.19) Differently 

from Progress MF, 50 % of the funds will be devoted 

to guarantees services and 50 % is allocated to 

funded instruments (Riccardo Aguglia 2016), while 

EUR 9 m will be used to fund institutional capacity 

building (Unterberg et al. 2014, p.36) Moreover, the 

estimated leverage effect of the EaSI is 12 (Riccardo 

Aguglia 2016), sensitively higher than the Progress 

MF one, that was approximately 5. (Kristin Lang, et 

al. 2015, p.9)

 Regarding the first axes, even if it is not 

specifically focused on micro-finance, the 

Commission communicated that around 8-9m EUR 

of this specific budget could be used to support 

microcredit providers, based on Article 16 (3b) of 

the proposed regulation of EaSI, which provides 

“support with regard to capacity-building of national 

administrations […] and microcredit providers;”. 

(Unterberg et al. 2014, p.36) Therefore, as far as 

micro-finance is concerned, it will mainly support 

technical assistance with Jasmine-type activities (now 

instead managed, as stated before, by the fi-compass 

platform).

4. BEYOND FINANCIAL 
INSTRUMENTS: BUSINESS 
DEVELOPMENT SERVICES

The European Microfinance Network in its bi-annual 

survey shows that the great majority of microfinance 

providers in Europe do offer support services to 

their clients in addition to the financing. (Brigitte 

Maas and Stefanie Lämmermann 2013, p.52) In 

fact, in addition to the lack of funds, micro- and 

small entrepreneurs’ business growth is frequently 

hindered by non-financial factors such as inadequate 

business management skills, lack of information and 

poor market access. (Stefanie Lämmermann and 

Gerrit Ribbink 2011, p.3) Moreover, administrative 

tasks common to all enterprises weight heavily on 

SMEs’ balance, since they have limited resources. 

(Stefanie Lämmermann and Gerrit Ribbink 2011, p.3)  

The role of BDS is then particularly relevant within 

the European economic system, whose bureaucratic 

requirements and complex fiscal, regulatory and 

accounting systems could undermine the birth and 

survival of microenterprises and self-employment 

initiatives. (Costantini et al. 2016, p.127) Their role 

is even more essential in Western Europe, where 

there is a specific focus on the (re-)integration of 

excluded people that might lack entrepreneurial and 
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management skills (Stefanie Lämmermann and Gerrit 

Ribbink 2011, p.14) In addition, BDS provision might 

be fundamental for people belonging to specific 

groups facing interlocking disadvantages, such as 

minority groups or women (in this case non-financial 

services may include also linguistic literacy, IT literacy, 

specific initiatives aimed at women’s empowerment 

and the provision of essential goods). (Costantini 

et al. 2016, p.129) Therefore, it is possible to state 

that access to  business development services (BDS) 

is a key aspect for the success of a microfinance 

project (Brigitte Maas and Stefanie Lämmermann 

2013, p.52), contributing to the lower default rates 

it is possible to note in the microfinance sector in 

comerison to the commercial one. (Jorge Ramirez 

2016)

 The Committee of Donor Agencies for Small 

Enterprise Development in its “Guiding Principles for 

Donor Intervention on BDS for Small Enterprises” 

outline two types of BDS, operational and strategic. 

While under operational services are labeled 

those services needed for day-to-day operations 

(information and communication, management of 

accounts and compliance with regulations), strategic 

services address medium and long-term issues related 

to a business’ market access or competitiveness. 

(Stefanie Lämmermann, Elisabeth Zamorano, 

and Philippe Guichandut 2007, p.8) BDS services 

could be further divided into 3 clusters: client 

development, entrepreneurship development and  

business development Services. Client development 

services are those services aimed at raising awareness 

among clients of their basic business or (personal) 

financial situation. Generally aimed at preventing 

harmful situations, they are mainly directed to 

clients are in survival mode . (Stefanie Lämmermann 

and Gerrit Ribbink 2011, p.7) The purpose of 

entrepreneurship development services is instead 

helping individuals to start their own business and 

raising awareness on entrepreneurship as a career 

choice, plus basic business skills training. Clients seek 

to set up a business as a conscious choice, not so 

much out of necessity. (Stefanie Lämmermann and 

Gerrit Ribbink 2011, p.7) Thirdly, with business 

development services MFIs essay to support existing 

small businesses to improve their operations, with 

the services ranging from business advice to technical 

skills training and linking entrepreneurs to markets. 

(Stefanie Lämmermann and Gerrit Ribbink 2011, 

p.7) Moreover, Harper proposes the division of 

BDS in physical, social, natural and human. (Stefanie 

Lämmermann, Elisabeth Zamorano, and Philippe 

Guichandut 2007, p.8)

 Far from being a fruitless listing exercise, 

the variety of possible classifications is in itself 

a testimony of the large spectrum of services 

commonly included in the BDS, consequence of the 

extremely differentiated needs the final beneficiaries 

have. One of the challenges faced by the European 

MFIs derives precisely from the extreme variety of 

services they should provide.  Nowadays it is in fact 

very difficult for them  to adapt to the needs of 

their clients, especially as new types of entrepreneur 

and new types of business are emerging. (Stefanie 

Lämmermann and Gerrit Ribbink 2011, p.3) This led 

a portion of the financial intermediaries (namely 

those that did not have the skills in themselves to 

provide the given service) to establish a partnership 

with another entity, giving birth to the so-called 

“linked model”. (SWECO, University of Strathclyde 

– EPRC, t33, and infeurope 2016b, p.18) Among 

the European MFIs it is then possible to find two 

additional models: the parallel model, in which 

services are offered by the same organization but 

managed separately (in this case specialised staff 

has direct control over each service) and the unified 

model, where financial and business development 

services are included in a hybrid product provided 

by the same staff. (SWECO, University of Strathclyde 

– EPRC, t33, and infeurope 2016b, p.18)

 Finally, it is important to underline that in 

general such support services are hardly sustainable. 

Therefore, financial intermediaries most often 

rely on the European Structural funds such as 

ESF and ERDF support. (Stefanie Lämmermann 

and Gerrit Ribbink 2011, p.14) Moreover, many 

microfinance organisations in Europe have chosen 

to work with volunteer coaches. (Brigitte Maas and 

Stefanie Lämmermann 2013, p.59) Furthermore, 

an emerging trend is the use of internet as a tool 
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for business support. (Brigitte Maas and Stefanie 

Lämmermann 2013, p.61) For instance, the online 

platform “MicroMentor” (www.micromentor.org), 

has matched more than 3,000 entrepreneurs and 

mentors with impressive results: more than 60% 

of the mentoring relationships contributed to both 

revenue and employment growth at less than 90% 

of the industry average cost of delivering these 

services. (Evans 2011, p.11) Social networks such as 

Twitter, Facebook and YouTube can, in addition, 

provide tools that can encourage collaboration, 

discussion and learning from entrepreneurs and 

aspiring entrepreneurs. (Evans 2011, p.13)

 However, the provision of BDS alone is not 

sufficient for the success of a microfinance project. 

In fact, it is in general perceived the need to 

improve the regulatory framework dealing with 

microentrepreneurship and self-employment. For 

instance, the loss of state subsidies when a former 

unemployed sets up a business (as happens in some 

countries) could be a disincentive in the creation 

of new businesses. (Jorge Ramirez 2016) In doing 

so, since self-employment, entrepreneurship and 

microfinance are at the crossroads of several policy 

fields: employment policy (integration of the target 

groups into the labour market), social policy (for 

what the fight against exclusion of disadvantaged 

persons is concerned and economic policy (Brigitte 

Maas and Stefanie Lämmermann 2013, p.20), at the 

national level it is necessary a tight collaboration 

between ministries and departments (Jorge Ramirez 

2016). That is why, as stated by Gloukoviezoff, 

“(microfinance) has a positive transformative impact 

for some clients but not for all. (…) (In fact), it is a 

tool in the toolbox to tackle poverty. It is neither the 

only one nor the best one, but it can be particularly 

effective.” (Georges Gloukoviezoff 2016, p.26)

 In conclusion, in addition to the financial 

support (provided by European, national or 

private institutions), the presence or absence of the 

aforementioned features, both at the microfinance 

provider and national levels, marks the difference 

between microfinance as a potentially useful  from 

an useful tool to increase disadvantaged people’s life 

conditions.
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1. IntroductIon

 The world is crossed by flows of money, that 

often are moved by interests, search of profit and 

intricate speculations. Money have the power to 

cause disasters and to trigger wars, and banks and 

international speculation seem to have the power 

to upturn our lives and destinies. On the other side, 

many people do not have enough financial resources 

to have a decent life, others are prevented to start 

new activities because of the lack of resources, and 

we feel at the mercy of speculators, powerless against 

a world that seem moved by economic interests 

where we do not have any voice in the matter.

Is this the only possible picture? Can we have an 

alternative that can turn money into a powerful tool 

to ameliorate living conditions and to address social 

and environmental problems? Can we speak out and 

give our contribution in changing something in our 

world?

“Money is not neutral and it involves responsibilities 

from its inception and along the distribution chain 

where it has to do with value creation, not only 

pure financial value but also human, social and 

environmental added values. Money, capital, 

intelligently and wisely invested as an instrument for 

improving quality of life, can have a major impact 

on human development1”

2. what do we mean wIth 
ethIcal fInance and ethIcal 
bankIng?

KEYWORDS: people, planet, values

Ethical finance is a way of looking at finance and 

management of money that does not aim just 

at profit, but takes into account the social and 

environmental impact that money and investments 

1 De Clerck, Ethical Banking. In V. Vandemeulebroucke, K. Beck & 
K. Kauefer (Eds.), Networking Social Finance (pp. 16-32). Brussels: 
INAISE, 2010

have. Whereas traditional finance is aimed at 

maximization profits, regardless of all the negative 

externalities that could be caused on the way, ethical 

finance focus of the positive externalities that can be 

triggered thanks to a conscious and responsible use of 

money and investment. In this way, the assessment 

of an economic activity is not only defined in 

economic terms (risk factor and profit) but also in 

terms of evaluation of positive externalities, namely 

the environmental and social impacts. 

The core principles of ethical finance activities are 

the following2:

• Invest money in people and the environment, 

supporting actions for social and/or 

environmental enhancement and developing 

depressed areas at a high risk of social exclusion. 

• Provide credit without discrimination, based 

on wealth, gender, ethnicity or even migration 

status. 

• Use money as a means and not an end. 

Ethical Finance does not: 

• Use money for purely speculative purposes or as 

a charitable action. 

• Aim at maximising profits (at the expense of 

people and the environment). 

• Support any activity or organisation that is not 

sustainable in social and/or environmental terms.

Therefore, the main stakeholders involved in this 

process are banks and credit institutions, that manage 

the flows of money; people, that decide to invest 

their money in ethical institutions and ethical projects; 

and finally, people and associations that can take 

advantage from loans in order to carry out projects 

that foresee social and environmental enhancements. 

2.1 ethIcal fInance InstItutIons 

Among the institutions that work in the field of 

ethical finance we can list 3 different types: Ethical 

Banks, Ethical Finance cooperatives or consortia, 

Microcredit cooperatives3.

2  ibidem
3 PRICE – Promoting Responsible Investment and Commerce in 
Europe, Thematic Guide 1, Introduction to Ethical Finance and 
Responsible Investments
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ETHICAL BANKS: An Ethical Bank is a bank 

concerned with the social and environmental 

impacts of its investments and loans. Customers can 

find most of the same services which can be found 

in any other commercial bank (savings and checking 

accounts, credit and debit cards, payroll deposits, 

etc.). It is important not to confuse Ethical Banks 

with commercial banks offering ethical or sustainable 

products. In such cases the whole commercial bank 

is not considered as “ethical” per se, only the given 

product.

Some examples of ethical banks in Europe are Triodos 

Bank (1980) in the Netherlands, GLS Bank (1974) in 

Germany and Banca Popolare Etica (1998) in Italy. 

Some of the most important international networks 

of ethical banks are FEBEA, European Federation 

of Ethical and Alternative Banks, an international 

association which unites banks and financial co-

operatives engaged in ethical finance, and GABV, 

Global Alliance for Banking on Values, an independent 

network of banks using finance to deliver sustainable 

development for unserved people, communities and 

the environment.

ETHICAL FINANCE COOPERATIVES/CONSORTIA: 

The Ethical Finance cooperative is a democratically 

run organisation providing microfinance services 

to low income individuals and small and/or family 

businesses. These services include loans, savings 

accounts, insurance and remittance services. Such 

institutions can also be organised as a consortium 

or microfinance organisation. Ethical Finance 

cooperatives and consortia are usually more limited 

than banks in terms of the services they provide. 

MICROCREDIT COOPERATIVES: A microcredit 

cooperative provides small financial loans to poor 

or low-income clients. The loans can be offered, 

often without collateral, to an individual or through 

a grouplending mechanism, which allows a number 

of individuals to provide collateral or to guarantee 

a loan through a group repayment pledge. The 

incentive to repay is based on peer pressure; if 

one person in the group defaults, the other group 

members must make up the payment amount.

Image 2   Source: PRICE – Promoting Responsible In-
vestment and Commerce in Europe, Thematic Guide 1, Introduction to Eth-
ical Finance and Responsible Investments



2.2 ethIcal fInance values and sectors 

 The range of sectors where ethical finance 

institutions operate are many and diverse, such 

as for example social cooperation, international 

cooperation, Fair Trade, organic agriculture, 

renewable energy, eco-friendly businesses. Some of 

the principles that are followed by ethical banks are:

1) Community involvement: the bank cares for the 

welfare of the community and is directly involved 

in its improvement. Some example of projects could 

be: funding affordable housing projects, providing 

scholarships for students, sponsoring community 

events and providing seminars to inform members 

of the community about their services.

2) Sustainable practices: The bank follows 

environmentally-friendly practices and support the 

projects of clients that abide by these practices.

3) Client screenings: The bank consider very 

carefully its perspective clients, because has to avoid 

doing business with individuals, organizations and 

corporate entities with a history of unethical and 

immoral practices (for example, companies that use 

child labor or fraudulent practices).

4) Consistent internal and external ethics: The ethical 

principles that the bank apply to its relations to 

external clients (funding or lending) must be applied 

also internally of the bank, that means respecting 

rights of its internal employees.  

3. a brIef hIstory of ethIcal 
fInance

KEYWORDS: socially responsible investments, 

cooperative movement, ethical banking

 The awareness about the need to address social 

problems, and the wish to invest money in a socially 

responsible way have developed in different parts 

of the world and following different traditions. The 

first attempts to follow these principles were pushed 

by religious groups, appealing to values, religious 

beliefs and rules of morality. Already in the 18th 

century, in the UK the Quakers put in place the first 

negative ethical screening of investments, refraining 

from investing in activities such as tobacco, alcohol, 

gambling and the slave trade. The Methodist Church 

of North America followed the same trend during 

the ‘20s. In the ‘60s and ‘70s, following the growing 

importance of social movements and the call for civil 

and human rights, the growth of the public demand 

for ethical investments vehicles led to the creation of 

ethical funds4 and further ethical screening services. 

In the ‘90s, in the Netherlands was developed the 

first positive ethical screening, especially comparing 

the performance of different competitors. 

Together with the growing awareness and growth in 

size of socially responsible investments, the history 

of ethical banking have followed diverse paths. 

The genesis of ethical banks can be found in the 

cooperative movement started in the 19th century in 

Europe. Two main models developed in Germany, 

one by Hermann Schulze Delitzsch, with the people’s 

bank model (Volksbank) and the second by Friedrich 

Wilhelm Raiffeisen, with the foundation of the first 

cooperative credit institution. 

The Schulze’s model aimed at marginalized people 

in the urban context and small urban businessmen 

(mostly artisans and merchants), with the objective 

of preventing them from borrowing money from 

private lenders applying usury methods, because 

they didn’t have enough guarantees to access to the 

credit of traditional banks. The Raiffeisen’s model 

tried to overcome the vicious circle of absence of 

capital, not up-to-date technologies and poverty. 

The goal, as people’s bank, was to obtain credit at 

the best possible conditions and offer it to members 

at the lowest price. Schulze’s model underlying 

principle was the immediate economic profit, instead 

Raiffeisen’s one was based on evangelic principles, 

such as the love for the neighbor. What connects the 

cooperative movement to the later development of 

ethical banking is the focus on boosting Selbsthilfe/

self-empowerment and avoid aid-based approach, 

the wish to favor financial inclusion and stimulate 

energies of local community, the appeal on the 

creation of economic, social and cultural values, and 

the idea that a bank is not just a means in order to 

4 See “Essential vocabulary on Banking and Investments”
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make a profit, but an instrument to help people to 

obtain a loan regardless of the guarantees they can 

offer.

In Italy, the first cooperative credit institution was 

founded in 1883 by Leone Wollemborg in Loreggia, 

a small village near Padua. It followed the Raiffeisen’s 

model, and aimed at raising of new funds (when a 

new member joined the cooperative) and concession 

of loans to the local population. 

In the ‘60s, we can find the first steps of what is now 

conceived as ethical banking. With the movements 

and protests against traditional financial system, 

the call for environmental and social responsibility 

of business, the wish to find alternative ways of 

managing money led to the creation in the ‘70s of the 

first ethical banks. The aim was to reintegrate ethic 

in the financial business, starting from the values of 

credit unions and cooperatives, and enlarging with 

an ethical perspective. At the beginning, the main 

concerns were about environment and sustainable 

development, also influenced in the 80s and 90s 

by the draft of Brundtland Report on sustainable 

development by the United Nations (1987), and the 

Kyoto Protocol in 1997, calling for environmental 

responsibility.  

Today, the expansion of the ethical banking have 

led to the full creations of banks that are banking 

on values, and that are concerned with ethical, 

sustainable, human and social development in all 

their sphere of activities. 

4. how ethIcal fInance Is 
connected to human rIghts?

KEYWORDS: human rights, human development

 Ethical finance has at its core the objective to 

contribute to a more sustainable society, considering 

money as instruments for human development. In 

this sense, since the emergence of the idea to use 

63

Image 3   Source: PRICE – Promoting Responsible Investment and Com-
merce in Europe, Thematic Guide 1, Introduction to Ethical Finance and Responsible Investments



money in an ethically-conscious way, the objectives 

of ethical finance are intrinsically also heading 

towards the respect and promotion of human rights. 

The values promoted by the various stakeholders 

involved in ethical finance are universal human 

values, many of them internationally recognized 

in declarations such as the “Universal Declaration 

of Human Rights” (1948)  and the International 

Labour Organization’s “Declaration on Fundamental 

Principles and Rights at Work” (1998).

De Clerck explains the intertwined purposes and 

connection of ethical finance and human rights 

international declarations:

• “Freedom of thought, opinion and expression 

using reason and conscience are  leading to 

financing art and culture, education and research.

• Equal rights at a political and juridical level, 

the freedom and right of association in a 

democratic society and the right to work are 

a basis for financing civil society projects and 

for participating in the public debate about 

the benefits and challenges of shared social 

responsibility.

• A spirit of brotherhood, based on understanding, 

tolerance and cooperation in economic life leads 

to financing social entrepreneurs especially in the 

areas of high urgency like poverty alleviation, 

fair trade, environmental production and 

preservation5”.

The interrelation between credit, financial institutions 

and human rights was clear also for Muhammad 

Yunus, the founder of Grameen Bank, the first 

bank providing microfinace loans, who stated that 

“Poverty is the absence of all human rights. The 

frustrations, hostility and anger generated by abject 

poverty cannot sustain peace in any society”6. 

An important document that highlights some 

interesting points relevant both for human rights 

and ethical finance is the “Manifesto of Ethical 

Finance”, drafted by the Italian Associazione Finanza 

Etica, in 1998. The manifesto states that “credit, in 

all its forms, is a human right”. Furthermore, the 

5 De Clerck, Ethical Banking. In V. Vandemeulebroucke, K. Beck & 
K. Kauefer (Eds.), Networking Social Finance (pp. 16-32). Brussels: 
INAISE, 2010
6 Muhammad Yunus, Nobel Lecture, Oslo, December 10, 2006
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document highlights some principles to be followed 

by practitioners of ethical finance that play also an 

important role in the framework of human rights 

protection and implementation: non-discriminatory 

practices, transparency, participation, environmental 

and social sustainability, human development. 

Financial institutions have been called upon their 

crucial role in preventing to finance activities 

contrary to human rights, and to support social 

and environmental protection and development, 

also by civil society associations. During the World 

Economic Forum in 2003 they launched “The 

Collevecchio Declaration on Financial Institutions 

and Sustainability”, which defines six important 

principles that financial institutions should abide by:

“Financial insitutions (FIs) should promote the 

restoration and protection of the environment, and 

promote universal human rights and social justice. 

These principles should be inherent in the way 

that they offer financial products and services, and 

conduct their businesses. Finance and commerce has 

been at the center of a historic detachment between 

the world’s natural resource base, production and 

consumption. As we reach the boundaries of the 

ecological limits upon which all commerce relies, the 

financial sector should take its share of responsibility 

for reversing the effects this detachment has 

produced. Thus, an appropriate goal of FIs should 

be the advancement of environmental protection 

and social justice rather than solely the maximization 

of economic growth and/or financial return. To 

achieve this goal, FIs should embrace the following 

six principles: a commitment to sustainability, to 

‘do no harm’, to responsibility, to accountability, 

to transparency and to sustainable markets and 

governance”7.

Within the United Nations system, in 1991 UNEP 

(United Nations Environment Programme) launched 

the UNEP Finance Initiative, a global partnership of 

financial institutions that comply with the “UNEP 

Statement of Commitment by Financial Institutions 

7 The Collevecchio Declaration on Financial Institutions and 
Sustainability, launched at the World Economic Forum in 2003

on Sustainable Development”. The mission of the 

partnership is “to bring about systemic change in 

finance to support a sustainable world, highlighted 

in its motto, Changing finance, financing change”8. 

The UNEP Finance Action was also responsible of 

the draft of internationally recognized standards 

such as “The Principles for Responsible Investment”. 

More recently, UNEP in collaboration with IHRB 

(Institute for Human Rights and Business) carried out 

a research about the relationship between human 

rights and sustainable finance, in order to “advance 

policy options to improve the financial system’s 

effectiveness in mobilizing capital towards  a green 

and inclusive economy—in other words, sustainable 

development”9.

The report points out the key values envisioned in 

the human rights approach, that are fundamental for 

setting stable societies and sustainable economies. 

These values are for example the rule of law, 

democratic accountability, rights to  life, liberty, 

security of person, freedom of speech, broader 

economic rights such as the right to  work, the right 

to social security, and the rights to education and 

health care. 

These are recognized as key economic goods “which 

help to underpin development, growth and stable 

societies through providing accountable institutions, 

healthy, educated and skilled workers, security in old 

age, and a safety net in times of economic disruption 

or transition”10. 

According to the report, there are three levels of 

interactions between human rights and the financial 

system, where cooperation should be strengthened: 

the systemic level, the client level, and the consumer 

level. At the systemic level, institutions and regulatory 

actors are concerned, in order to incorporate human 

rights into regulatory approaches, together with 

evaluating the impacts of the operation of the 

financial markets on human rights. The client level 

concerns how financial institutions in certain segments 

of the market (banking, investment and insurance) 

address the human rights impacts of their sovereign 

8 www.unepfi.org/about/
9 UNEP Inquiry/Institute for Human Rights and Business, Human 
Rights And Sustainable Finance, Exploring the Relationship, 2016
10 ibidem
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and corporate clients’ activities. The consumer level 

refers to the way financial institutions promote 

human rights enjoyment through new products 

and services as well as providing to the public 

products and services that respect human rights. 

5. how to become socIally 
responsIble Investors?

KEYWORDS: impact investing, funds, fair trade, 

banca popolare etica

“Responsible investing, in a similar way to critical 

consumption, is a tool to change the economic 

system, to trigger alternative mechanisms for 

sustainable development and social justice11”

5.1 socIally responsIble  Investments

Consumers and investors are the key actors for a 

sustainable financial system, if they are aware of their 

decision-making power and decide to get informed 

and engage themselves in the choice of investments 

that take into account social and environmental 

implications. 

There is a wide range of possibility for investing 

money in a socially-conscious way. First, it is necessary 

to decide the financial institution that will manage 

our money or investment. Second, in some cases 

it is possible to choose the area where our money 

will be used (environment, renewable energy, Fair 

Trade, cultural or social activities). Third, the investor 

can choose many options to invest its money. The 

main ethical financial tools are investments in ethical 

savings, sharing capital, online micro-finance, peer-

to-peer social lending. 

Referring to ethical banks, ethical savings concerns 

traditional services offered by banks such as savings 

accounts, deposit accounts, checking accounts, and 

other products offered by the bank that aim at 

supporting Ngos in fields of solidarity, international 

11 PRICE – Promoting Responsible Investment and Commerce 
in Europe, Thematic Guide 1, Introduction to Ethical Finance and 
Responsible Investments

cooperation, human rights, Fair Trade, environment. 

These products are for examples:

- Certificate of deposits connected to a non-profit 

organization. In this way you can choose to support 

one association working in the desired field.

- Affinity credit cards: with these credit cards every 

time you make a transaction, the bank gives a 

percentage of the transaction to the connected 

organization, without any additional cost for the 

costumer.

Sharing capital is another way to support solidarity 

activities, and it means that the investor buy shares 

of capital stock of a finance cooperative. In this way 

the investors become a member of the cooperative, 

and they are prompted to get involved and engaged, 

increasing their awareness and interest in the business 

and activities of the cooperative.

On-line microfinance (crowdfunding) allows 

investors to choose on-line a project of micro-

entrepreneurs where to invest their money, on 

a global scale. The project in this way is directly 

financed, and the chain of intermediaries is shorter, 

guaranteeing greater transparency. It is possible 

also that local microfinance institutions manage the 

investments, assisting the borrowers and lenders and 

managing the returns. Some on-line platforms that 

allow this method are kiva.org, Myc4, Babyloan.org.

Peer-to-peer social lending is also a method that 

works through the Internet and micro-loans 

websites. It is a quite new tool that implies a direct 

lending between individuals, that can choose on 

the webpage the project that best suits their needs 

and desires of investment, and then have a certain 

degree of right to decide how the funds are used. 

Some examples can be found in Zopa.com, Smartika.

it, FundingCircle.com, Fundingknight.com. 

5.2 Impact InvestIng 

Impact investments are “investments made into 

companies, organizations, and funds with the 

intention to generate social and environmental 

impact alongside a financial return. They can be 

made in both emerging and developed markets, 
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and target a range of returns from below market 

to market rate, depending on investors’ specific 

objectives”12. Impact investing could be considered a 

type of socially responsible investing, but this specific 

term was first coined just in 2007, and it is usually 

used to refer directly to investments that actively 

seeks a positive impact, while socially responsible 

investment could in general refer just to negative 

screenings techniques.

As already mentioned, the typical fields of activity 

for impact investing are sustainable agriculture, clean 

technology, microfinance, and access to basic services 

such as housing, healthcare, and education. Investors 

can choose among many different investment 

vehicles, such as for example investments in mutual 

funds, equity, bonds, or again online crowdfunding. 

The characteristics of impact investing are the 

following, according to GIIN, Global Impact 

Investing Network:

12 Definition by GIIN, The Global Impact Investing Network, a 
nonprofit organization founded in 2009 dedicated to increasing the 
scale and effectiveness of impact investing. The GIIN builds critical 
infrastructure and supports activities, education, and research that help 
accelerate the development of a coherent impact investing industry. 

•	 INTENTIONALITY An investor’s intention to 

have a positive social or environmental impact 

through investments is essential to impact 

investing. 

•	 INVESTMENT WITH RETURN 

EXPECTATIONS Impact investments are 

expected to generate a financial return on 

capital or, at minimum, a return of capital. 

•	 RANGE OF RETURN EXPECTATIONS AND 

ASSET CLASSES Impact investments target 

financial returns that range from below market 

(sometimes called concessionary) to risk-

adjusted market rate, and can be made across 

asset classes, including but not limited to cash 

equivalents, fixed income, venture capital, and 

private equity. 

•	 IMPACT MEASUREMENT A hallmark of 

impact investing is the commitment of the 

investor to measure and report the social and 

environmental performance and progress of 

underlying investments, ensuring transparency 

and accountability while informing the practice 

of impact investing and building the field. 

Fundamental in impact investing is the choice where 
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to invest and the measurement of the impact. It is 

therefore necessary to select companies or projects 

where to invest that are expected to bring about 

social and environmental positive impact. Corporate 

Social Responsibility (CSR), the responsibility of the 

corporate identities to comply with ethical standards 

and international norms, could offer therefore a 

benchmark for selection. Another crucial point in 

impact investing is the measurement of the social 

impact, that could be defined as “the consequences 

to human populations of any

, public or private actions that alter the ways in 

which people live, work, play,

 relate to one another, organize to meet their needs 

and generally act as a

 member of society”13. In order to measure the 

impact some tools have been developed, both 

qualitative and quantitative, that encompass metrics 

and indicators (for example the Social Return

 On Investment - SROI, a method that incorporates 

social and financial values, or Impact Reporting 

and Investment Standards - IRIS , a series of metrics 

that define the social, environmental and financial 

performance). 

5.3 ethIcal funds: faIr trade Investments

“Ethical finance appears to be a strong ally for Fair 

Trade, as both put people (rather than profit) at the 

centre of the economy. They both consider money 

as the means to an end, not as an end in itself - and 

that end to be the collective well-being, dignity and 

justice of society14”

Fair Trade is considered “a trading partnership, based 

on dialogue, transparency and respect, that seeks 

greater equity in international trade. It contributes 

to sustainable development by offering better 

trading conditions to, and securing the rights of, 

marginalized producers and workers – especially 

13 Burdge, R. and Vanclay, F. (1996). “Social Impact Assessment: A 
Contribution to the State of the Art” Impact Assessment 14(1): 59-86.
14 PRICE, Promoting Responsible Investment and Commerce in 
Europe, Thematic Guide 2, Fair Trade and its interrelations with 
Ethical Finance

in the South. Fair  Trade organizations (backed by 

consumers) are engaged actively in supporting  

producers, awareness raising and in campaigning for 

changes in the rules and  practice of conventional 

international trade”. The definition is given by 

the platform of coordination F.I.N.E., founded by 

the major networks of Fair Trade, FLO (Fairtrade 

Labelling Organization), WFTO (World Fair Trade 

Organization)15, NEWS! (The Network of European 

World Shops) and EFTA (European Fair Trade 

Association). 

Ethical finance is a natural ally of Fair Trade, first 

because they share many common principles and 

values, such as inclusion, sustainability, efficiency, 

responsibility, information and participation, 

transparency throughout their actions and practices. 

Furthermore, especially after the financial crisis and 

the difficulties encountered also in the Fair Trade 

market, ethical banks and ethical investments are 

crucial in providing supports and financing to Fair 

Trade cooperatives and organizations. Especially in 

the field of ethical funds, there is a wide range of 

investment funds in the Fair Trade sector, offered 

and managed by ethical banks. If the links between 

Ethical Finance and Fair Trade would be strengthened, 

new synergies between these two financial sectors 

that share the same values could foster increased 

efficiency, reduction of economic injustices as well 

as the expansion of a more critical and responsible 

consuming mentality. 

5.4 ethIcal banks: banca popolare etIca

Banca Popolare Etica is the Italian case of an ethical 

bank. The bank is a cooperative that strives to be 

Italy’s bank for the “third sector”; it serves non-

profit organizations, cooperatives, social enterprises, 

and individuals. Its Motto is “The highest interest is 

everyone’s interest”.

Banca Etica is the first institution of ethical finance in 

Italy, and its roots come from the the world of the 

third sector organisations, of voluntary work and of 

international cooperation. Its history dates back to the 

15 FLO usually provides Fair Trade products to large retailers, 
while WFTO encompasses an entire supply chain based entirely on 
organization and enterprises committed t oFair Trade
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emergence of the first examples of ethically oriented 

finance, the MAG cooperative societies (Mutue 

Autogestione), self-management mutual associations. 

Their traditional aim was to raise savings among 

their members and to finance “socially oriented 

projects”. During the 90s, the desire to create a bank 

totally committed to ethical finance led in 1994 to a 

joint effort of social cooperative societies, voluntary 

organisations and the entire MAG movement to 

create the Association Towards Banca Etica. Thanks 

to the first example of “crowdfunding”, with the 

participation of associations and citizens, it was 

possible to collect the required share capital in order 

to co-found the bank. In 1999 Banca Etica opened its 

first branch office in Padova. 

The bank principles are the ones of ethical finance: 

transparency, participation, sobriety, efficiency, 

attention to the non-economic consequences of 

economic actions, ethical, equitable, democratic 

and sustainable practices. Banca Etica gives a 

special attention to transparency, with the wish 

to guarantee a reliable proof of the origin and use 

of money. The bank publishes online all the loans 

granted, and through the Integrated Report and 

the Sustainability Report is possible to check results 

as well as social and environmental performance. 

The bank encourages also member’s participations, 

through Territorial Initiative Groups (GIT), groups 

composed by volunteer members who engage 

themselves in promoting ethical finance locally and 

ensure connection between the local territory and 

the general policies of the bank. 

The areas of intervention of Banca Etica are 

social coooperation, environment, international 

cooperation and culture. The projects financed span 

for example in the fields of legality, responsible 

profit, renewable energy and organic farming. The 

field of social cooperation encompasses social, 

sanitary and educational services; fight against social 

exclusion and integration of disadvantaged people 

in the community. International Co-operation 

refers to social and economic development of the 

poorest areas of the planet, supporting fair trade, 

training and educating, promoting micro-enterprises, 

assisting and supporting immigrants, and aiding 

partnerships between solidarity organisations from 

the South and from the North of the world. The 

environment area is aimed at promoting research, 

experiments and use of: alternative and renewable 

energy sources; non polluting production techniques; 

waste disposal services; ecological public-transport; 

productive and distributive processes with a positive 

impact on man and his environment; management 

of natural heritage; development of biological and 

bio-dynamic agriculture; promotion of ecological 

awareness and culture. In the area of culture and civil 

society the bank is involved in finding management 

and protection of artistic and cultural heritage, 

promoting social-cultural animation, in areas most 

affected by social decline, and helping develop 

non profit-making associations, artistic and cultural 

initiatives, aiding access to sport activities for the 

most disadvantaged categories.

Some example of best-practices incorporated into 

the day-to-day activities of the bank, are capping the 

salary of its highest-paid employee at six times that 

of its lowest employee, refusing to make consumer 

loans for luxury cars or second homes, refusing to 

invest in the debt of governments, like the USA, 

where the death penalty is legal, and powering its 

headquarters entirely by on-site solar panels.

In order to evaluate the destination of loans and 

money, the bank applies a participatory bottom-

up credit evaluation process. When an organization 

requests a new loan the bank deploys one of its 150 

trained volunteer members to conduct a detailed 

social and environmental evaluation of both the 

borrower and the specific project. The evaluation 

includes in-person interviews with the borrower, 

detailed data disclosures and analysis on pay-

equality, ownership structure, clients, energy sources, 

gender discrimination, and any potential links to 

the mafia or the weapons/defense industry. Lastly, 

the bank prepares a written final report handed to 

locally elected council of bank members (called the 

GIT) for review.
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Connected to Banca Etica and the traditonial 

financial services and products it provides, there 

are Etica Sgr, an asset management company which 

offers ethical investment funds, and Fondazione 

Culturale Responsabilità Etica (Cultural Foundation 

for Ethical Responsibility). This association promotes 

activities, research and experiments both at national 

and international level in order to raise awareness 

about the relations between ethics and finance, as 

well as to encourage responsible participation of 

citizens. Banca Etica is therefore a valid example not 

just of a bank that offer ethical products, but also 

of a financial actor that aims to expand a culture of 

ethical and socially responsible use of money. 

6. conclusIons

 The general overview given on ethical finance, 

ethical investment vehicles and ethical financial 

institutions had the aim to show some of the many 

different ways in which money and investments, 

instead of being considered as neutral, can become 

tools of positive change. With this purpose, it is 

fundamental to highlight the role of networking and 

education, in order to enlarge the awareness about 

ethical finance and its correlation with social and 

environmental developments. 

Ethical finance provides a fruitful synergy that can 

stimulate positive changes in our world, because it 

provides a field of collaboration between actors, 

aims and means, connected and therefore mutually 

reinforced. The actors involved share the same aims, 

that can be reached through the powerful means 

that is money, if consciously managed.

Therefore, ethical finance could be considered as a 

network that connects NGOs, social movements, 

associations and individuals that need resources to 

finance their projects, to citizens/investors that want 

to know how their money are used and want to give 

some contributions in changing the world, not just 

through charity, but through investments. Banks are 

the actors that link them, providing resources that 

are pooled from the public.

Ethical finance is also the vision, the shared aim 

and values of all its stakeholders: improving the 

world and our societies, decreasing social injustices, 

poverty, and environmental damage.

Lastly, ethical finance manages the means of these 

envisioned changes, the money, which, if invested 

and managed properly, become a powerful, 

revolutionary and innovative tool. 

This is how ethical finance works and how it is 

relevant in the wish to create a more sustainable, fair 

and equal world that respect humanity and human 

rights. 
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essentIal vocabulary on 
bankIng and Investments16

Asset (bene, attività o risorsa finanziaria)

 An asset is a resource with economic 

value that an individual, corporation or country 

owns or controls with the expectation that it will 

provide future benefit. Assets are reported on a 

company’s balance sheet, and they are bought or 

created to increase the value of a firm or benefit 

the firm’s operations. An asset can be thought of 

as something that in the future can generate cash 

flow, reduce expenses, improve sales, regardless of 

whether it’s a company’s manufacturing equipment 

or a patent on a particular technology. An asset 

class is a group of securities that exhibits similar 

characteristics, behaves similarly in the marketplace 

and is subject to the same laws and regulations. The 

three main asset classes are equities, or stocks; fixed 

income, or bonds; and cash equivalents, or money 

market instruments. Some investment professionals 

add real estate and commodities, and possibly other 

types of investments, to the asset class mix.

Equity (Capitale proprio/capitale netto)

 Equity is the value of an asset after deducting 

the value of liabilities. In finance in general, you can 

think of equity as one’s ownership in any asset after 

all debts associated with that asset are paid off. Equity 

may refer to a stock or any other security representing 

an ownership interest. This may be in a private 

company (not publicly traded), in which case it 

is called private equity. In terms of investment 

strategies, equity (stocks) is one of the principal asset 

classes. The other two are fixed-income (bonds) 

and cash/cash-equivalents.

Security (Titolo)

 A security is a financial instrument that 

represents an ownership position in a publicly-

traded corporation (stock), a creditor relationship 

with governmental body or a corporation (bond), 

16 All the definitions from Investopedia.com and Wikipedia.com

or rights to ownership as represented by an option. 

Securities are typically divided into debts and 

equities. A debt security represents money that is 

borrowed and must be repaid, with terms that define 

the amount borrowed, interest rate and maturity/

renewal date. Debt securities include government 

and corporate bonds, certificates of deposit (CDs), 

preferred stock and collateralized securities. 

Equities represent ownership interest held by 

shareholders in a corporation, such as a stock. Unlike 

holders of debt securities who generally receive only 

interest and the repayment of the principal, holders 

of equity securities are able to profit from capital 

gains.

Bond (Obbligazione, titolo obbligazionario or also 

Titolo di stato)

 A bond is a debt investment in which an investor 

loans money to an entity (typically corporate or 

governmental) which borrows the funds for a 

defined period of time at a variable or fixed interest 

rate. Bonds are used by companies, municipalities, 

states and sovereign governments to raise money 

and finance a variety of projects and activities. 

Owners of bonds are debtholders, or creditors, of 

the issuer. Bonds are commonly referred to as fixed-

income securities and are one of the three main 

generic asset classes, along with stocks (equities) 

and cash equivalents.

Stock, also known as “shares” or “equity” (Azione, 

titolo azionario, quota)

 A stock is a type of security that signifies 

ownership in a corporation and represents a claim 

on part of the corporation’s assets and earnings. A 

holder of stock (a shareholder) has a claim to a part 

of the corporation’s assets and earnings. In other 

words, a shareholder is an owner of a company.

There are two main types of stock: common and 

preferred. Common stock usually entitles the 

owner to vote at shareholders’ meetings and 

to receive dividends. Preferred stock generally 

does not have voting rights, but has a higher 

claim on assets and earnings than the common 

shares. For example, owners of preferred stock 

71



receive dividends before common shareholdersand 

have priority in the event that a company goes 

bankrupt and is liquidated.

Deposit account/Bank deposit (deposito bancario)

 Bank deposits consist of money placed into 

banking institutions for safekeeping. These deposits 

are made to deposit accounts such as savings 

accounts, checking accounts and money market 

accounts. The account holder has the right to 

withdraw deposited funds, as set forth in the terms 

and conditions governing the account agreement. 

There are several different types of deposit accounts 

including current accounts, savings accounts, call 

deposit accounts, money market accounts and 

certificates of deposit (CDs).

Saving account (conto di deposito)

 A savings account is an interest-bearing deposit 

account held at a bank or another financial institution 

that provides a modest interest rate. Banks or financial 

institutions may limit the number of withdrawals you 

can make from your savings account each month, and 

they may charge fees unless you maintain a certain 

average monthly balance in the account. In most cases, 

banks do not provide checks with savings accounts. 

Checking account (conto corrente)

 Checking accounts allow you to write checks 

and use electronic debit to access your funds, and 

checking accounts typically do not have limits on 

the number of withdrawals or transactions you may 

make each month. Savings accounts are generally 

for money that you don’t intend to use for daily 

expenses.

Certificate of deposit, CD (Certificato di deposito)

 A certificate of deposit (CD) is a savings certificate 

with a fixed maturity date, specified fixed interest 

rate and can be issued in any denomination aside from 

minimum investment requirements. This means that 

it is a promissory note issued by a bank. It is a time 

deposit that restricts holders from withdrawing funds 

on demand. A CD is typically issued electronically 

and may automatically renew upon the maturity of 

the original CD. When the CD matures, the entire 

amount of principal as well as interest earned is 

available for withdrawal.

Investment Vehicle (Strumenti di investimento)

 An investment vehicle is a product used by 

investors with the intention of gaining positive 

returns. There is a wide variety of investment 

vehicles, and many investors choose to hold at least 

several types in their portfolios. This can allow for 

diversification while minimizing risk. Investment 

vehicles can be low risk, such as certificates of deposit 

(CDs) or bonds, or carry a greater degree of risk such 

as with stocks, options and futures. Other types of 

investment vehicles include annuities; collectibles, 

such as art or coins; mutual funds; and exchange-

traded funds (ETFs).

Ownership Investments (investimenti in titoli di 

proprietà)

 Investors who delve into ownership investments 

own particular assets they expect to grow in value. 

Ownership investments include stocks, real estate, 

precious objects and businesses. Stocks, also called 

equity or shares, give investors a stake in a company 

and its profits and gains.

Lending Investments (investimenti in titolo di debito)

 With lending investments, people allow their 

money to be used by another person or entity with 

the expectation it will be repaid with profits. This 

type of investment is generally low risk and provides 

low rewards. Examples of lending investments 

include bonds, certificates of deposit and Treasury 

Inflation-Protected Securities (TIPS).

Portfolio (Portafoglio)

 A portfolio is a grouping of financial assets such 

as stocks, bonds and cash equivalents, as well as their 

funds counterparts, including mutual, exchange-

traded and closed funds. Portfolios are held 

directly by investors and/or managed by financial 

professionals. Prudence suggests that investors should 

construct an investment portfolio in accordance 

with risk tolerance and investing objectives.
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Portfolio Investment

 A portfolio investment is a hands-off or 

passive investment of securities in a portfolio, and 

it is made with the expectation of earning a return. 

This expected return is directly correlated with the 

investment’s expected risk. Portfolio investment is 

distinct from direct investment, which involves taking 

a sizable stake in a target company and possibly 

being involved with its day-to-day management.

Portfolio investments can span a wide range of asset 

classes such as stocks, government bonds, corporate 

bonds, Treasury bills, real estate investment 

trusts (REITs), exchange-traded funds (ETFs), 

mutual funds and certificates of deposit. Portfolio 

investments can also include options, derivatives such 

as warrants and futures, and physical investments 

such as commodities, real estate, land and timber.

Investment funds (Fondi di investimento)

 An investment fund is a way of investing money 

alongside other investors in order to benefit from the 

inherent advantages of working as part of a group. 

With investment funds, individual investors do not 

make decisions about how a fund’s assets should be 

invested. They simply choose a fund based on its goals, 

risk, fees and other factors. A fund manager oversees 

the fund and decides which securities it should hold, 

in what quantities and when the securities should be 

bought and sold. 

Investment funds are often referred to as investment 

pools, collective investment vehicles, collective 

investment schemes, managed funds, or simply funds. 

An investment fund may be held by the public, such 

as a mutual fund,exchange-traded fund, or closed-

end fund, or it may be sold only in a private 

placement, such as a hedge fund or private equity 

fund. The term also includes specialized vehicles such 

as collective and common trust funds, which are 

unique bank-managed funds structured primarily to 

commingle assets from qualifying pension plans or 

trusts.

Mutual Funds (Fondi comuni di investimento)

 A mutual fund is an investment vehicle made 

up of a pool of funds collected from many investors 

for the purpose of investing in securities such as 

stocks, bonds, money market instruments and 

similar assets. Mutual funds are operated by money 

managers, who invest the fund’s capital and 

attempt to produce capital gains and income for 

the fund’s investors. A mutual fund’s portfolio is 

structured and maintained to match the investment 

objectives stated in its prospectus. The value 

of the mutual fund company depends on the 

performance of the securities it decides to buy. So 

when you buy a share of a mutual fund, you are 

actually buying the performance of its portfolio. 

At the fundamental level, there are three varieties of 

mutual funds:

1) Equity funds (stocks)

2) Fixed-income funds (bonds)

3) Money market funds

 

Money Market Funds (Fondi di liquidità)

 The money market consists of short-term debt 

instruments, mostly Treasury bills. This is a safe place 

to park your money. You won’t get great returns, but 

you won’t have to worry about losing your principal. 

A typical return is twice the amount you would earn 

in a regular checking/savings account and a little less 

than the average certificate of deposit (CD).

Bond/Income Funds (Fondi obbligazionari)

 Income funds are named appropriately: 

their purpose is to provide current income on a 

steady basis. When referring to mutual funds, the 

terms “fixed-income,” “bond,” and “income” are 

synonymous. These terms denote funds that invest 

primarily in government and corporate debt. While 

fund holdings may appreciate in value, the primary 

objective of these funds is to provide a steady 

cashflow to investors. As such, the audience for these 

funds consists of conservative investors and retirees. 

Equity Funds (Fondi azionari) 

 Funds that invest in stocks represent the largest 

category of mutual funds. Generally, the investment 

objective of this class of funds is long-term capital 

growth with some income.
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Socially Responsible Funds (Fondi etici)

 Socially-responsible funds (or ethical funds) 

invest only in companies that meet the criteria of 

certain guidelines or beliefs. Common themes for 

socially responsible investments include avoiding 

investment in companies that produce or sell 

addictive substances (like alcohol, gambling and 

tobacco) and seeking out companies engaged in 

social justice, environmental sustainability and 

alternative energy/clean technology efforts. Socially 

responsible investments can be made in individual 

companies or through a socially conscious mutual 

fund or exchange-traded fund (ETF).
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una crisi latente internazionale

51valori / ANNO 15 N. 134 / dicembre 2015-gennaio 2016

leva visitare i villaggi dove le sue attività filantropi-
che avevano reso possibile la ricostruzione.

L’8 ottobre l’ambasciata americana, come molte
altre, metteva in guardia i viaggiatori: “A causa della
mancanza di carburante a livello nazionale, a causa
di ostruzioni al confine con l’India, molte delle mi-
sure di sicurezza su cui normalmente contare in una
situazione di emergenza potrebbero non essere di-
sponibili. Queste misure includono spostamenti
aerei e ospedali locali. Ad oggi questi servizi sono
ancora in funzione, ma se avete intenzione di sog-
giornare per più giorni la situazione potrebbe cam-
biare drasticamente durante il vostro programma”.
Carter, come molti altri turisti, annullò il viaggio.

Alla base della scarsità di carburante, non c’è una
crisi di liquidità. Il Nepal sta però pagando il prezzo
per difendere la sua democrazia e sovranità nazio-
nale: dallo scorso 20 settembre, dopo un negoziato
iniziato nel 2008 con la deposizione delle armi dei ri-
belli maoisti e la fine di una monarchia durata 240
anni, il Paese ha una nuova Costituzione (vedi ),
la cui approvazione è all’origine di perduranti vio-
lente manifestazioni – che hanno causato oltre qua-
ranta morti – nelle regioni meridionali di pianura al
confine con l’India, abitate in prevalenza dalla mi-
noranza madhesi, che si sente discriminata: a segui-
to delle sommosse, il governo indiano ha così deciso
di bloccare il trasporto di merci attraverso i princi-
pali valichi di frontiera con il Nepal, con conseguen-
ti difficoltà nell’approvvigionamento di benzina, di
medicinali negli ospedali e di generi alimentari.

Nell’interrompere unilateralmente le forniture
(di cui l’Indian Oil Corporation, soggetto all’in-
fluenza del governo di Nuova Delhi, da 40 anni è
monopolista), di fatto l’India ha avviato un em-
bargo nei confronti del Nepal. 

Il popolo nepalese da mesi si è abituato a vivere
senza carburanti per i mezzi privati (se non a caro
prezzo nel mercato nero). Il poco petrolio, in distri-
buzione controllata dalla forza pubblica, è destina-
to al trasporto turistico o ai mezzi pubblici, inevita-
bilmente sovraffollati. Se all’inizio il problema era
l’inflazione e la scarsità di beni, ora è il freddo del-
l’inverno e l’avvio della stagione turistica.

DONNE E MICROCREDITO 
PER LO SVILUPPO RURALE
Il Nepal è un paese sicuro, con suggestivi paesag-
gi naturali e luoghi di cultura. Una crisi nel settore
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L’embargo silenzioso
che stritola il Nepal

I l 25 aprile scorso un catastrofico terremoto di
magnitudo 7.8 colpiva le regioni centrali e oc-
cidentali del Nepal. Oltre 8900 persone sono

morte e un milione hanno perso la loro casa. Qua-
si per paradosso, il 206-esimo Paese su 228 al
mondo per ricchezza pro capite (694 dollari Usa),
non disponeva di infrastrutture (autostrade, ferro-
vie, ponti, ecc.) danneggiabili, bensì antichi tem-
pli, monasteri, palazzi e città reali, inevitabilmen-
te lesionati o completamente distrutti: i danni e le
perdite economiche sono stimate in 7,1 miliardi di
dollari, pari a oltre il 36% del Pil registrato nel
2014. Un danno simile avrebbe messo in ginoc-
chio qualsiasi altro Paese: con danni stimati in
13,2 miliardi di euro, il terremoto del 2012 in Emi-
lia Romagna rappresentò lo 0,8% del Pil italiano; e
i 231 miliardi di dollari di soli danni economici

(esclusi quelli ambientali e sociali) causati dal-
l’uragano Katrina incisero per l’1,8% del Pil degli
Stati Uniti. Eppure quel popolo umile, laborioso e
fiero di non aver mai subito una dominazione co-
loniale, avviò subito la ricostruzione. Complici le
piogge monsoniche più moderate del normale e il
clima mite (el Niño si fa sentire fin lassù), tutto era
già pronto per la nuova stagione turistica e con es-
sa i nuovi afflussi di capitali freschi. Ma le cose so-
no andate diversamente.

IL PREZZO DELLA DEMOCRAZIA
L’ex presidente Usa, Jimmy Carter, nella prima set-
timana di novembre aveva in programma un viag-
gio in Nepal, nel distretto del Chitwan, al confine
con l’India. Nonostante un cancro e l’età, il no-
vantunenne premio Nobel per la pace nel 2002 vo-

Da sei mesi, l’India, unico fornitore di carburante, ha tagliato 
gli approvvigionamenti al piccolo Stato asiatico. Risultato: greggio
alle stelle al mercato nero e settore turistico allo stremo

di Alberto
Lanzavecchia* 

IL PONTE TRA MICROFINANZA VENETA
E KATHMANDU
Microfinance in Action è un progetto di cooperazione internazionale finanziato
dalla regione Veneto e l’Università di Padova, organizzato dal centro di ateneo
per i diritti Umani, in collaborazione con apex college di Kathmandu e alcuni
soci di Veneto responsabile. Studenti nepalesi di management e studenti in-
ternazionali in Human Rights and Multi-level Governance dell’Università di Pa-
dova hanno appreso, discusso e confrontato teoria e prassi della finanza etica
in europa e in nepal. 
Prima in aula, poi sul campo: incontri con il management della banca di microcre-
dito Muktinath Bikas Bank a Pokhara e visita ai villaggi per incontrare i beneficiari
del credito e verificare l’impatto della finanza etica. e nei centri montani più remo-
ti, per consegnare il frutto della campagna United for nepal organizzata dagli stu-
denti padovani alla cooperativa femminile Neelkanth Women Saving and Credit
Cooperative Company e a Sagarmatha International Foundation. «Portiamo in noi
ora una grande speranza – raccontano Vittorio e Silvia, due degli studenti italiani –
frutto della condivisione, confronto e arricchimento reciproco tra diverse visioni ed
esperienze: il progresso verso una finanza e un’economia più giusta. È nata una
profonda consapevolezza che, con piccoli gesti, ognuno può rendersi partecipe di
un cambiamento più grande, per affidare alle generazioni future un mondo miglio-
re». info su: http://tinyurl.com/q5etrf5 [Vittorio Tavagnutti]

In queste pagine tre immagini
di vita quotidiana a
Kathmandu. Nella pagina
successiva, code di bus e
camion in estenuante attesa
per la razione di carburante
provocano ingorghi alla
circolazione lungo la Prithivi
Highway, del distretto 
di Dhading.
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leva visitare i villaggi dove le sue attività filantropi-
che avevano reso possibile la ricostruzione.

L’8 ottobre l’ambasciata americana, come molte
altre, metteva in guardia i viaggiatori: “A causa della
mancanza di carburante a livello nazionale, a causa
di ostruzioni al confine con l’India, molte delle mi-
sure di sicurezza su cui normalmente contare in una
situazione di emergenza potrebbero non essere di-
sponibili. Queste misure includono spostamenti
aerei e ospedali locali. Ad oggi questi servizi sono
ancora in funzione, ma se avete intenzione di sog-
giornare per più giorni la situazione potrebbe cam-
biare drasticamente durante il vostro programma”.
Carter, come molti altri turisti, annullò il viaggio.

Alla base della scarsità di carburante, non c’è una
crisi di liquidità. Il Nepal sta però pagando il prezzo
per difendere la sua democrazia e sovranità nazio-
nale: dallo scorso 20 settembre, dopo un negoziato
iniziato nel 2008 con la deposizione delle armi dei ri-
belli maoisti e la fine di una monarchia durata 240
anni, il Paese ha una nuova Costituzione (vedi ),
la cui approvazione è all’origine di perduranti vio-
lente manifestazioni – che hanno causato oltre qua-
ranta morti – nelle regioni meridionali di pianura al
confine con l’India, abitate in prevalenza dalla mi-
noranza madhesi, che si sente discriminata: a segui-
to delle sommosse, il governo indiano ha così deciso
di bloccare il trasporto di merci attraverso i princi-
pali valichi di frontiera con il Nepal, con conseguen-
ti difficoltà nell’approvvigionamento di benzina, di
medicinali negli ospedali e di generi alimentari.

Nell’interrompere unilateralmente le forniture
(di cui l’Indian Oil Corporation, soggetto all’in-
fluenza del governo di Nuova Delhi, da 40 anni è
monopolista), di fatto l’India ha avviato un em-
bargo nei confronti del Nepal. 

Il popolo nepalese da mesi si è abituato a vivere
senza carburanti per i mezzi privati (se non a caro
prezzo nel mercato nero). Il poco petrolio, in distri-
buzione controllata dalla forza pubblica, è destina-
to al trasporto turistico o ai mezzi pubblici, inevita-
bilmente sovraffollati. Se all’inizio il problema era
l’inflazione e la scarsità di beni, ora è il freddo del-
l’inverno e l’avvio della stagione turistica.

DONNE E MICROCREDITO 
PER LO SVILUPPO RURALE
Il Nepal è un paese sicuro, con suggestivi paesag-
gi naturali e luoghi di cultura. Una crisi nel settore
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L’embargo silenzioso
che stritola il Nepal

I l 25 aprile scorso un catastrofico terremoto di
magnitudo 7.8 colpiva le regioni centrali e oc-
cidentali del Nepal. Oltre 8900 persone sono

morte e un milione hanno perso la loro casa. Qua-
si per paradosso, il 206-esimo Paese su 228 al
mondo per ricchezza pro capite (694 dollari Usa),
non disponeva di infrastrutture (autostrade, ferro-
vie, ponti, ecc.) danneggiabili, bensì antichi tem-
pli, monasteri, palazzi e città reali, inevitabilmen-
te lesionati o completamente distrutti: i danni e le
perdite economiche sono stimate in 7,1 miliardi di
dollari, pari a oltre il 36% del Pil registrato nel
2014. Un danno simile avrebbe messo in ginoc-
chio qualsiasi altro Paese: con danni stimati in
13,2 miliardi di euro, il terremoto del 2012 in Emi-
lia Romagna rappresentò lo 0,8% del Pil italiano; e
i 231 miliardi di dollari di soli danni economici

(esclusi quelli ambientali e sociali) causati dal-
l’uragano Katrina incisero per l’1,8% del Pil degli
Stati Uniti. Eppure quel popolo umile, laborioso e
fiero di non aver mai subito una dominazione co-
loniale, avviò subito la ricostruzione. Complici le
piogge monsoniche più moderate del normale e il
clima mite (el Niño si fa sentire fin lassù), tutto era
già pronto per la nuova stagione turistica e con es-
sa i nuovi afflussi di capitali freschi. Ma le cose so-
no andate diversamente.

IL PREZZO DELLA DEMOCRAZIA
L’ex presidente Usa, Jimmy Carter, nella prima set-
timana di novembre aveva in programma un viag-
gio in Nepal, nel distretto del Chitwan, al confine
con l’India. Nonostante un cancro e l’età, il no-
vantunenne premio Nobel per la pace nel 2002 vo-

Da sei mesi, l’India, unico fornitore di carburante, ha tagliato 
gli approvvigionamenti al piccolo Stato asiatico. Risultato: greggio
alle stelle al mercato nero e settore turistico allo stremo

di Alberto
Lanzavecchia* 

IL PONTE TRA MICROFINANZA VENETA
E KATHMANDU
Microfinance in Action è un progetto di cooperazione internazionale finanziato
dalla regione Veneto e l’Università di Padova, organizzato dal centro di ateneo
per i diritti Umani, in collaborazione con apex college di Kathmandu e alcuni
soci di Veneto responsabile. Studenti nepalesi di management e studenti in-
ternazionali in Human Rights and Multi-level Governance dell’Università di Pa-
dova hanno appreso, discusso e confrontato teoria e prassi della finanza etica
in europa e in nepal. 
Prima in aula, poi sul campo: incontri con il management della banca di microcre-
dito Muktinath Bikas Bank a Pokhara e visita ai villaggi per incontrare i beneficiari
del credito e verificare l’impatto della finanza etica. e nei centri montani più remo-
ti, per consegnare il frutto della campagna United for nepal organizzata dagli stu-
denti padovani alla cooperativa femminile Neelkanth Women Saving and Credit
Cooperative Company e a Sagarmatha International Foundation. «Portiamo in noi
ora una grande speranza – raccontano Vittorio e Silvia, due degli studenti italiani –
frutto della condivisione, confronto e arricchimento reciproco tra diverse visioni ed
esperienze: il progresso verso una finanza e un’economia più giusta. È nata una
profonda consapevolezza che, con piccoli gesti, ognuno può rendersi partecipe di
un cambiamento più grande, per affidare alle generazioni future un mondo miglio-
re». info su: http://tinyurl.com/q5etrf5 [Vittorio Tavagnutti]

In queste pagine tre immagini
di vita quotidiana a
Kathmandu. Nella pagina
successiva, code di bus e
camion in estenuante attesa
per la razione di carburante
provocano ingorghi alla
circolazione lungo la Prithivi
Highway, del distretto 
di Dhading.
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I MIGLIORI TWEET DEL MESE

Peru to Provide Free Solar Power 
to its 2 Million Poorest Citizens 

[Peru vuole fornire energia solare gratuita 
ai suoi 2 milioni di cittadini più poveri]

14 novembre Renewable Energy �@RenewEnergy_RR

VALORITECA
SPUNTI DA NON PERDERE NEL MESE APPENA TRASCORSO

NEWS

Lavoro forzato, 
GB aumenta 

la trasparenza
obbligare le grandi societa ̀britanniche a dichiarare sui propri siti
internet se lungo le loro catene di fornitura si fa uso di lavoro
forzato: lo impone una nuova legge approvata dal Parlamento
inglese da qualche settimana, con l'obiettivo di spingere 
le imprese – si stima siano circa 17mila quelle coinvolte – 
a indurre i propri fornitori ad abbandonare tale pratica per non
avere una ricaduta d'immagine negativa. Le diverse forme 
di lavoro forzato – calcola l'ilo, organizzazione mondiale per 
il lavoro – coinvolgono nel mondo almeno 21 milioni di persone.

NEWS

L’Indonesia brucia
per l’olio di palma

ci sarebbe il controverso mercato dell'olio di palma dietro 
i roghi che hanno distrutto ettari di foreste indonesiane. 
La denuncia arriva da greenpeace, secondo cui gli incendi
servirebbero per ampliare la produzione delle piante da cui
ricavare il prezioso liquido. il fenomeno è poi incentivato 
dal rifiuto del governo nazionale di rendere pubbliche le mappe
aggiornate dei siti di produzione. ad andare in fumo, 
in circostanze molto sospette, anche gli archivi cartacei del
dipartimento delle Finanze del governo del borneo.

FARMACI: BOLLETTA DA 800 MILIARDI NEI PAESI OCSE
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GIORNALISTI NEL MIRINO: 700 OMICIDI IN 10 ANNI
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The biggest victims of terrorist
attacks by Islamist extremists 
are fellow Muslims.
Il maggior numero di vittime 
di attacchi terroristi 
degli estremisti islamici 
sono musulmani.

13 novembre
Mr Denmore �@MrDenmore

You may have missed it, but Spain has 'issued 
an arrest warrant' for Benjamin Netanyahu

[Potreste esservelo perso, ma la Spagna ha “emesso un ordine 
d'arresto” per Benjamin Netanyahu]

17 novembre Andrea Di Stefano �@distefanonova
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del turismo rischia di compromettere la principa-
le fonte di ricchezza del Paese, dopo le rimesse da-
gli emigrati (vedi ). 

Il Nepal ha un deficit strutturale e crescente
negli scambi commerciali: importa più merci di
quelle che produce o esporta. Con quale capitale
le paga? Principalmente con l’afflusso di denaro
inviato dai suoi cittadini, tipicamente maschi,
emigrati all’estero, specialmente in Malesia e Me-
dio Oriente. L’abbandono dell’economia agraria
non trova compensazione nell’attività industriale
e nei servizi.

Il modello economico globale prevede che le
produzioni agricole destinate al commercio in-
ternazionale siano concentrate in vaste pianta-
gioni (quasi sempre con danni irreversibili per
l’ambiente), gestite dalle multinazionali dell’agri-
business. E lo stesso vale per le produzioni mani-
fatturiere.

Per morfologia geografica, storia e relazioni in-
ternazionali, il Nepal non è luogo di investimento
delle multinazionali. Il risultato, da un lato, è la so-
pravvivenza di biodiversità, tradizioni, culture e
attività economiche che convivono mescolate
ovunque. Per contro, il Nepal sopravvive grazie al-
l’esportazione di lavoratori laddove i capitali este-
ri sono investiti con profitto. Interi villaggi rurali
sono così abitati solo da donne, bambini e anzia-
ni. Al loro sostentamento provvedono gli emigrati
o piccole banche di microcredito, che finanziano
gruppi di donne e i loro progetti in grado di ripa-
gare il capitale e gli interessi: l’acquisto di animali
per venderne il latte, una serra per aumentare la
produzione di ortaggi, piccoli negozi dove si ven-
de dallo shampoo monodose acquistato in città al
dolce fatto in casa, attività di bed & breakfast al co-
spetto delle maestose montagne himalayane.

Il turismo, in costante crescita per numero di
presenze, addetti e contribuzione alla ricchezza
nazionale (vedi a pag. 50), in Nepal è so-
prattutto microimpresa familiare.

«Questo è il momento peggiore in Nepal a cau-
sa di interferenze politiche e l’embargo imposto
dal nostro vicino meridionale», mi racconta Bibek
Raj Adhikari, neolaureato in management all’Apex
College di Kathmandu e titolare di un’agenzia
viaggi locale, la Travelsmith Nepal. «Questa è la
peggiore stagione turistica da quando mi ricordo.
Ma saremo forti e non c’è motivo per arrendersi».
Ma intanto da quel drammatico 25 aprile ad oggi
ha servito un solo gruppo di clienti. ✱

* l’autore è docente di Finanza aziendale internazionale
all’Università di Padova
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UN TRAGUARDO CONTROVERSO
Frutto dei lavori di un’assemblea costituente democraticamente eletta, la nuova
costituzione attesta definitivamente il passaggio da una monarchia induista a una
democrazia federale e garantisce diritti politici, civili, sociali e culturali. assicurate
la libertà di opinione, stampa, espressione, associazione, assemblea, eguaglianza
davanti alla legge e religione, confermando così il nepal come uno Stato secolare
(nonostante l’opposizione di una parte della popolazione induista). La nuova car-
ta è innovativa e al passo dei tempi: è la terza (dopo ecuador e Sud africa) a san-
cire ufficialmente la protezione contro ogni forma di discriminazione sessuale, in-
troduce il diritto al cibo che, come sottolinea la Fao, «costituisce un passo avanti
nel colmare il divario nell’accesso ai generi alimentari tra la zona pianeggiante e
quella montuosa»; prevede specifiche commissioni costituzionali (come la com-
missione per le donne e altre specificamente rivolte al rispetto delle minoranze et-
niche nepalesi) con il mandato di ricevere reclami e di suggerire cambiamenti in
politiche, leggi o pratiche discriminatorie. 
Sono presenti alcuni tra i cosiddetti “diritti di terza generazione”: il diritto allo svi-
luppo sostenibile e quello a un ambiente salubre. La costituzione non è però sta-
ta approvata all’unanimità e alcune minoranze che si sentono discriminate stan-
no protestando. Tra loro, la comunità madhese, stanziata nel sud del Terai (la
regione al confine con l’india), che si vede discriminata dalla tracciatura dei con-
fini dello Stato federale: definiti non sulla base di cultura o etnie, bensì geografi-
camente, una larga parte della popolazione è stata frammentata, e come conse-
guenza la sua rappresentanza politica nel governo centrale indebolita.
in effetti, secondo amnesty international il testo potrebbe essere migliorato con
riferimento ai diritti delle donne, dei gruppi etnici e delle comunità marginalizzate,
che non sono chiaramente e sufficientemente protetti. [Silvia Mazzocchin]

Immagina di fuggire 
per salvarti la vita 

a 105 anni. 
14 novembre 

UNHCR Italia �@UNHCRItalia

mERCI, SERVIzI, REDDITI: L’UNIVERSO NEpAL
FONTE: NEPAL RASTA BANK

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15
Import-export merci -303.515 -319.670 -373.141 -461.305 -595.413 -663.497 
Import-export servizi -16.385 -8.675 14.057 7.586 20.882 27.618 
Saldo commercio beni e servizi -319.900 -328.345 -359.084 -453.719 -574.531 -635.879 
Redditi da capitale 9.117 7.549 12.291 13.079 32.752 -34.243 
Rimesse da emigrati, pensioni e altro 282.648 307.859 422.722 497.701 631.500 709.957 
Bilancio delle partite correnti -28.135 -12.936 75.929 57.061 89.722 39.835
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Nepal, vivere guardando dentro a noi stessi
di Silvia Mazzocchin

I primi passi in Nepal ti colgono quasi impreparato, mentre ti immergi nel dedalo di viuzze polverose di 
Kathmandu, avvolto da una nuvola quasi magica, di colori sgargianti, odori penetranti e vita irrefrenabile  che 
si srotola veloce tutt’attorno a te. È un mosaico coloratissimo ed intricato, in continuo movimento, rumoroso 
ed accogliente, che ti trasporta, che ti circonda da ogni parte. Polvere, colori, biciclette, risciò, clacson, moto, 
cani randagi, bandierine tibetane sventolanti, frutta e verdura sconosciute, intrichi artistici di cavi elettrici che 
penzolano dall´alto, occhi che sorridono. E templi, luoghi di preghiera, fumo di candele, profumo d’incenso, 
pagode di legno che si innalzano ad ogni incrocio, e quando meno te lo aspetti, piazze nascoste che si aprono in 
un silenzio mistico ed antico, con gli occhi di uno stupa che, enigmatici ed imperscrutabili, ti osservano dall’alto.

È così che ci ha accolto questo piccolo paese racchiuso tra le alte cime dell´Himalaya, con la sua capitale, Kathmandu, 
adagiata in una valle contornata dal profilo scuro delle montagne, animata dal caos vivace e inarrestabile dei 
suoi oltre un milione e mezzo di abitanti. In viaggio sei studenti di Human Rights e Multi-level Governance e un 
professore di Finanza internazionale, in trasferta dall’università di Padova per partecipare alla Summer School 
“Microfinance in Action” insieme ad altri sette studenti nepalesi di economia, presso l’Apex College, un’università’ 
della capitale. Tema: il microcredito.

Il microcredito e una finanza alternativa. Bangladesh, Grameen Bank, Muhammad Yunus. Questi sono i primi tre 
nomi che incontrerà chiunque inizi ad interessarsi di microcredito. Nel 1976 Yunus fondò in Bangladesh una banca 
che aveva come obiettivo il fornire dei prestiti agevolati a quella componente della popolazione che non aveva 
accesso al sistema tradizionale delle banche commerciali. Una “banca dei poveri” quindi, per tutti coloro che non 
potevano presentare alcuna delle tipiche garanzie necessarie per poter ottenere un prestito. Nella concezione di 
Yunus, la possibilità di accedere al credito era la via per lo sviluppo e il miglioramento delle condizioni di vita 
dei settori più disagiati. Dalla sua comparsa fino ad oggi, l’idea innovativa di Yunus si è diffusa in tutto il mondo, 
un numero sempre crescente di istituti di credito e organizzazioni non governative ha adottato il modello della 
sua Grameen Bank e il microcredito ha dimostrato di poter fornire un valido strumento per stimolare lo spirito 
imprenditoriale e alleviare le situazioni di povertà.

In Nepal, un paese prevalentemente rurale in cui un quarto della popolazione vive al di sotto della linea di povertà, 
il microcredito è uno strumento ampiamente diffuso. Punti chiave, come abbiamo potuto indagare insieme agli 
studenti di Apex College, sono la popolazione rurale in aree remote, il focus sulle donne, e la cooperazione. 

Solitamente infatti i prestiti 
sono concessi alle donne, 
considerate la vera chiave 
del cambiamento perché 
più oculate e responsabili. 
Le beneficiarie dei prestiti si 
organizzano in “gruppi di 
prestito”, in cui le partecipanti 
(abitualmente cinque) si 
assumono la responsabilità 
della restituzione del 
prestito nel caso in cui un 
componente non sia in grado 
di farlo. In questo modo si 
fortificano i legami sociali e 
la collaborazione, attraverso 
nuovi vincoli di fiducia 
reciproca, e viene rafforzata 
la figura e la posizione della 
donna nelle comunità.
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Scoprendo il paese sul tetto del mondo. Il dubbio sempre rimane. I grandi ideali e grandi progetti, quando poi 
vanno a scontrarsi con la realtà, riescono a trovare un modello di applicazione e ad avere successo? Cercando 
di scoprirlo, lasciando Kathmandu e le tranquille lezioni all’Apex College, scandite dalle pause con tè Masala (lo 
squisito tè con latte e spezie indo-nepalese) e i pranzi in mensa con riso e piccantissimi contorni (rigorosamente 
da mangiare con le mani), è iniziato il vero viaggio.

Se viaggi in Nepal devi essere disposto ad accettare due condizioni. Primo, trattenere il respiro e perdere attimi 
di vita ogniqualvolta che, lungo le strade dissestate, negli azzardati sorpassi si schiva un coloratissimo camion 
tappezzato da disegni di dei induisti e bandierine tibetane sventolanti, oppure un pullman, solitamente con un 
vivace corredo di bagagli, passeggeri o capre abbarbicati sul tetto. Secondo, rimanere senza respiro ad ogni svolta 
e alla sorpresa di ogni valle che si apre, con le pendici ripide delle montagne, a tratti coperte di eucalipti, piante 
di mango e banani, a tratti di terrazzamenti di riso splendenti nel loro verde, che digradano fino ai fiumi che 
scorrono nel fondovalle, e lontani, ammantati dalla foschia o dalle nuvole, i picchi innevati delle cime più remote.

Siamo arrivati così a 
Pokhara, città a circa 100 
chilometri a nord-ovest 
di Kathmandu, avvolta 
dalla quiete di un lago in 
cui si rispecchia la foresta 
tropicale e le vette della 
catena dell’Annapurna, 
che sfiorano gli 8.000 
metri. A Pokhara abbiamo 
conosciuto i dirigenti della 
Muktinath Bikas Bank, una 
banca locale che si occupa 
di microcredito, e abbiamo 
avuto l’opportunità di 
incontrare alcuni contadini 
ed artigiani che hanno 
ricevuto un prestito. 
Alcuni di loro hanno 
potuto ampliare il proprio 
appezzamento agricolo, 

aumentando la produzione agricola e comprando altri animali come mucche o bufali. Altri hanno sostenuto la 
loro piccola impresa artigianale, e per molte famiglie questa possibilità ha anche significato il ritorno a casa del 
marito. Non è infatti strano incontrare famiglie, o addirittura interi villaggi, in cui le donne portano avanti le 
attività locali, perché tutti gli uomini hanno lasciato il paese per cercare lavoro all’estero, prevalentemente in 
Malesia o nei paesi del Golfo.

Come in ogni viaggio, la bellezza è resa dall’inaspettato e dall’imprevisto. Come quando siamo saliti sulle montagne 
che si affacciano su Pokhara, e abbiamo ricevuto l’accoglienza del piccolo villaggio in cui eravamo in visita per 
conoscere alcuni beneficiari dei prestiti di microcredito. Tra di loro vi era una donna che ha avviato sul picco 
di una montagna un piccolo Bed and Breakfast per gli appassionati di trekking, sulla via del “Royal Trekking”, 
così chiamato da quando il principe Carlo d’Inghilterra vi passò in viaggio. Un corteo di suonatori, fiori, foulard 
bianchi, Tilaka benauguranti di polvere rossa sulla fronte, danze tipiche. Questo è stato il benvenuto, maestoso e 
nello stesso tempo spontaneo, autentico e gioioso, con cui il villaggio ha ricevuto noi come ospiti.

Se questo è stato l’inaspettato, assieme alla scoperta continua di nuovi cibi, tradizioni e aspetti della cultura di 
questo popolo contraddistinto dalla disponibilità e dalla serenità, l’imprevisto ci ha portati invece a confrontarti 
in modo diretto e vicino con i passi e le fatiche di un paese con una giovane storia e sulla strada di un’impegnativa 
stabilizzazione politica. Appena atterrati a Kathmandu, siamo stati sorpresi dalle strade poco affollate dai mezzi, 
fatto alquanto insolito per una città così grande e tipicamente caotica. Il motivo di ciò, ci hanno spiegato i nostri 
amici nepalesi, era l’introduzione di un sistema di targhe alterne, a causa della scarsità di combustibile. Questo è 
stato il primo semplice segno della grave crisi economica e politica che al momento sta attraversando il paese e di 
cui siamo stati nostro malgrado partecipi.
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Un passo indietro nella storia. Il Nepal è un paese giovane e da un passato turbolento, in cui un sistema 
democratico ha iniziato a prendere forma solo nel 1991, quando la monarchia assoluta ha concesso le prime 
elezioni democratiche. Da quel momento si sono susseguiti momenti di profonde crisi e tensioni, che hanno visto 
scontri politici e una guerra civile animata da una ribellione maoista durata oltre dieci anni, e terminata finalmente 
nel 2006. Nel 2008 la monarchia induista é stata 
destituita e il paese si é costituito in una repubblica 
democratica federale, con l´adozione temporanea di 
una costituzione ad interim.

Dopo un processo durato sette anni, il 16 settembre, 
con 507 voti a favore, 25 contrari e 66 astenuti, 
l’assemblea costituente ha approvato la nuova 
costituzione, basata sui principi della repubblica 
federale: laicità e inclusività. Se nella maggior parte 
del paese la costituzione è stata accolta come un atteso 
traguardo e un importante passo positivo per la ripresa 
del paese, soprattutto dopo le difficoltà che il Nepal 
ha dovuto affrontare a seguito del terremoto dello 
scorso 25 aprile, in altre parti del paese le proteste si 
sono intensificate. Nella regione sud del paese, il Terai, 
le minoranze etniche dei Madhesi e dei Tharu hanno 
rivendicato una più giusta ed equa rappresentazione 
nel nuovo assetto di governo. Il Terai è una regione di 
fondamentale importanza per l’intero Nepal, essendo 
la via commerciale con l´India, il principale partner 
economico. Dopo il terremoto, quando le frontiere 
a nord con il Tibet sono state bloccate da frane e 
smottamenti, il confine a sud è rimasto l’unico fruibile 
per tutte le importazioni. È qui che è partito il blocco 
dei rifornimenti di benzina e gas.

Il risultato di tutto ciò: dalla proclamazione 
della costituzione ad oggi, quantità razionate di 
combustibile, file chilometriche di taxi e pullman in 
attesa per oltre 24 ore per rifornirsi alle pompe di 
benzina, chiusura delle scuole per l’impossibilità di 
essere raggiunte dagli studenti, sovraffollamento dei 
mezzi pubblici, traffico fuori controllo, utilizzo di legna per la cottura dei cibi, in famiglia così come nei ristoranti. 
Abbiamo visto con i nostri occhi le conseguenze di questa grave crisi politica, che si ripercuote ampliamente 
non solo sulla vita quotidiana, con l’aumento esponenziale dei prezzi e ogni disagio correlato, ma anche sul 
settore turistico, cardine economico del Nepal. Alle porte della prima stagione turistica dopo il terremoto, che 
molti attendevano finalmente come la prima importante occasione di ripresa, questo settore si è trovato invece 
gravemente colpito.  

La crisi sembra ben lontana da una facile soluzione, e mette in luce quanto la nuova costituzione sia un traguardo 
alquanto controverso. Ampi dubbi e critiche sono stati sollevati sia su un presunto eccesso di violenza da parte 
della polizia nella repressione delle proteste, sia sull’effettiva legittimità del nuovo testo costituzionale. Se da una 
parte esso sancisce importanti diritti civili, politici, sociali e culturali, dall’altra parte pare anche contenere  degli 
elementi discriminatori nei confronti delle minoranze. Intanto, la storia del paese non si ferma, e lo scorso 28 
ottobre è stata eletta la prima presidente donna del Nepal, Bidhya Devi Bhandari, femminista e ed esponente del 
partito comunista.

Padova, l’università e il Nepal.  Il legame tra università di Padova e Nepal non è nuovo: dai progetti del 
dipartimento di biologia per un’indagine sull’impatto dell’inquinamento creato dai trekking turistici sull’Himalaya 
fino al terremoto dello scorso 25 aprile. Dal dipartimento di Biologia, dove studiano tre studenti nepalesi, è 
partita la campagna “Now for Nepal”. Dal dipartimento di Scienze politiche, giuridiche e studi internazionali è 
invece partita l’iniziativa “United for Nepal”.
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“United for Nepal” ci ha accompagnato e guidato nel 
nostro viaggio nepalese. Così abbiamo potuto conoscere 
Durga Acharya Lamsal, collaboratrice della “Mahila 
Uddhamu Consumer Cooperative”, un’associazione che si 
occupa di creare un network tra varie cooperative di donne 
impegnate nell’agricoltura. Insieme a lei siamo arrivati 
a Dahding, una piccola città sulla via di Pokhara colpita 
fortemente dal terremoto, dove abbiamo consegnato dei 
vestiti per la popolazione locale.

Tra valli e terrazzamenti di riso. Zaino in spalla, sentieri 
umidi e sdrucciolevoli, ponti tibetani traballanti nel nulla, 
pendici montane colorate di verde brillante. Questa è 
stata l’ultima tappa del nostro viaggio, il distretto di 
Sindhupalchok, a nord-est di Kathmandu, l’area che più 
gravemente ha risentito degli effetti del terremoto. Sulle 
pendici delle valli, lunghissime e profonde, si adagiano tra 
i terrazzamenti di riso una miriade di piccolissimi villaggi, 
spesso raggiungibili solo a piedi. Meshipa è uno di questi, il 
villaggio in cui siamo arrivati, abitato da contadini, e dove 
opera Sagarmatha International Foundation, l’associazione 
a cui sono stati destinati i fondi della campagna “United 
for Nepal”. Da sei anni l’associazione, fondata da Francesca 
Lo Re, veneta, e Subin Thakuri, guida montana nepalese, 
si è occupata di progetti locali, come la costruzione di un 
sistema d’irrigazione per il villaggio e di un piccolo centro di 
primo soccorso, così come alcuni interventi di ampliamento 
e rinnovo della scuola locale.

Accolti dall’inno nepalese, che nel cortile della scuola ogni 
mattina viene intonato dagli studenti durante il momento di riunione che dà il via alle lezioni, siamo stati partecipi 
di una giornata tipica presso la Shree Koldaung Devi Secondary School. La scuola accoglie 187 studenti provenienti 
da sei villaggi dei dintorni. Ganesh Tapa, uno dei 18 insegnanti della scuola, ci ha raccontato come il governo 
centrale nepalese appoggi in modo irrisorio il mantenimento della scuola e degli edifici. Dopo il terremoto e i 
gravi danni arrecati alla scuola, molte lezioni sono state trasferite in aule provvisorie con tetti di lamiera. Ma la 
ricostruzione è già in atto, e con l’aiuto dei fondi donati a Sagarmatha International Foundation, le parti crollate 
saranno ricostruite.
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Guardando avanti. Il Nepal non si ferma. Come non si ferma la vita caotica e vibrante degli abitanti della città, 
così non si ferma l’impegno e l’ottimismo della popolazione nepalese. Nella capitale, traballanti scalette a pioli 
ed impalcature di legno avvolgono tutti i templi danneggiati dal terremoto. Sebbene fortemente colpito, con 
operosità e spirito positivo il popolo nepalese ha intenzione di risanare tutte le ferite causate del terremoto, e 
far tornare a splendere i templi induisti, maestose pagode di legno intarsiate, ognuno sede di un diverso dio, così 
come gli Stupa buddisti, semplici e solenni costruzioni simboliche bianche, che puntano verso l’alto, dove gli occhi 
di Buddha ti scrutano e ti invitano a cercare dentro te stesso.

Il Nepal è questo: un intrico inscindibile di dei, templi, credenze buddiste e induiste che convivono, si influenzano 
a vicenda e si intrecciano nella vita quotidiana in rituali, preghiere, simboli e riti propiziatori. Un’aria magica e 
mistica accompagna e mitiga le caotiche e vibranti vie della città, e ci ha condotto alla scoperta di luoghi sacri 
buddisti, come Swayambhunath, il tempio delle scimmie, o Boudhanath, meta di pellegrinaggio buddista dove 
sul far della sera i monaci vestiti d’arancio gioiosamente giocano con indovinelli sulla vita di Siddartha. Così 
come ci ha portato a Pashupatinath, tempio sacro induista dove sulle rive di un fiume dalle acque purificatrici, 
accompagnati da un canto che risuona profondo nella valle, i fumi densi delle pire funerarie si alzano verso il 
cielo del tramonto.

Un viaggio attraverso il Nepal e dentro noi stessi. Ogni viaggio entra dentro, lascia sensazioni ed emozioni 
indelebili. Come quelle che ti colgono quando ammiri i primi raggi del sole che infuocano le pendici delle 
antiche e remote vette himalayane. Oppure quando nel giro di pochi istanti il sole del tramonto si volge in notte 
fonda, illuminata da una volta di stelle brillanti. Quando cammini per le strade della città, non sapendo dove 
posare gli occhi in quel puzzle intricatissimo di colori e particolari, con l’aria pervasa da un’aura di tranquilla e 
ariosa spiritualità, e ti sembra che il magico, il soprannaturale e le divinità vivano fianco a fianco alle persone, 
nell’armonia con la natura e nel susseguirsi di ancestrali riti ed emozioni. Quando entri nel palazzo della Kumari, 
una bambina prescelta venerata dagli induisti come incarnazione vivente della dea Taleju Bhawani. Quando 
percepisci la spontaneità e la sacralità del venire accolto, con un benvenuto scandito da rituali di buon auspicio, 
come il Tilaka sulla fronte, i fiori e i foulard bianchi in dono. Quando osi provare cibi sconosciuti, cucinati in 
maniera improvvisata per strada, esortato dai nuovi amici nepalesi che ti conducono alla scoperta di cibi, usanze, 
tradizioni. Quando ti trovi seduto per terra, scalzo, nella semplicità di una casetta di lamiera, a scaldarti al fuoco 
condividendo cibo, canti e sorrisi con coloro che ti hanno accolto come parte della famiglia.

Il Nepal, con i suoi templi, i suoi sicomori centenari luoghi di preghiera e d’incontro, le sue vette solenni, e il suo 
popolo, sorridente, lieto e fiducioso, caparbio e determinato, porta a riscoprire il valore dell’accoglienza, della 
semplicità e della condivisione, e ci lascia con un invito. Quello di vivere guardandoci dentro, cercando in noi 
stessi e puntando verso l’alto, come ricordano gli alti Stupa buddisti con il loro terzo occhio. E avere speranza nel 
futuro, essere aperti all’incontro, avere fiducia in se stessi e nel mondo, guardando con un sorriso al futuro.







“Sustainable development is development that meets the needs of the present without 
compromising the ability of future generations to meet their own needs” 

Brundtland Report, Our Common Future


