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Preface

Development experiences in most of the mountain areas of the Hindu Kush-Himalayan
Region, over the past decades, have shown that the prevailing predominant mode of
their economies — subsistence agriculture — is becoming increasingly unsustainable
both economically and ecologically. Diversification of economic activities into prod-
ucts and services, for which these areas offer a comparative advantage, through
enterprise-based production for the market. is considered necessary for sustaining
livelihoods and alleviating the poverty of the rapidly increasing population. It is in this
context that ICIMOD established a programme on ‘Development of Micro-enterprises
in Mountain Areas’ with the objectives of identifying constraints and opportunities
and developing policy, programme, and training guidelines for enterprise develop-
ment in hill and mountain areas of the HKH region. As part of this programme, the
Centre has commissioned a number of studies in different countries and areas of the
HKH region with a view to documenting experiences of development and functioning
of enterprises covering different aspects such as comparative advantages of prod-
ucts, processes, and factors in enterprise development, technology, credit, marketing,
and development of entrepreneurial skills as well policies and programmes by govern-
ment and non-government agencies for promotion of enterprises.

The present paper ‘Credit-based Micro-enterprise Development Programmes in Ne-
pal’ by Shambhu P Dhungana and Bina Thapa is one in this series of studies. It is
being published with the hope that it will be found useful by those engaged in re-
search and development, policy-making, programme formulation, and implementa-
tion for the promotion of enterprises, as well as by the present and potential entrepre-
neurs in their respective activities.

T.S. Papola
Head

Mountain Enterprises and Infrastructure Division (MEI)
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Abstract

This study presents a review of credit-based micro-enterprise development programmes
in Nepal and discusses the important issues related to credit, micro-enterprises and
development. It provides a comparative perspective on the coverage, methodologies,
implementation process and sustainability aspects of seven important micro-credit
programmes in Nepal, and it also attempts to identify the impact and factors of their
relative performance and effectiveness, particularly their contribution to the promo-
tion of micro-enterprises in mountain areas. The study concludes that, even though
the total coverage of all the programmes together has been small given the needs of
the poor and the entrepreneurs, they have nevertheless led to improvement in the
access of the rural people, particularly women, to credit. With the focus being mainly
on self-help and poverty reduction. However, the programmes have not been very
effective in the promotion of the development of micro-enterprises. The study finally
makes some suggestions and recommendations on ways to make the credit pro-
grammes more effective in promotion of micro-enterprises, particularly in mountain
areas.
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