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Upping Technological Strength
of CREDIT UNIONS in NEPAL

Prakash Pd. Pokharel

Acting Chief Executive Officer

NEFSCUN

Digitalization
of Internal
Operations:
Most of the
SAACOS now
have paper based
internal business
processes. Not
only is this costly
but also is slow.
Digitization
of internal
operations for
NEFSCUN
as well as our
members of
credit movement
would make our
internal processes
further efficient,
transparent and
cost-effective.

Equipping all facets of NEFSCUN and
its widespread members with the
innovative technology is one of the
most important agendas that | have
prioritized for strengthening credit
union movement in Nepal. | don't
see second option available to it at
this critical juncture of pandemic-
stricken global scenario. It is a must
and if we don't sincerely act in this
direction, it's going to hurt us further
in the long run. This is the lesson
learnt from the protracted COVID-19
pandemic.

Technological  application  has
multiple benefits. It reduces the
operating cost, optimizes efficiency,
creates new revenue channels and
above all, brings transparency. To
put it in perspective, it uplifts the
capabilities of NEFSCUN and our
ever broadening family. This would
boost in additional confidence in
the public domain furthering the
Nepalese cooperative movement in
general. Technological enhancement
would also give a cool look to the
cooperative sector, which would
eventually excite the generation
Y and Z towards one of the
constitutionally recognized pilalrs
of upholding national economy.
Realizing this fact, NEFSCUN has
been diligently endeavoring to
address the urgency of digitalization
by upgrading, researching and
developing latest technologies to

respond and enhance emerging
digitized ultimatum of credit
movement.

In my reading, following are some
pertinent strategic areas that
need technological implication to
accelerate the credit union pace in
our country. NEFSCUN, being an
apex network of credit movement
of Nepal, our thought should
ultimately incline towards members
and their satisfaction. Saving, credit,
remittance, insurance, payment
settlement & reconciliation are
credit union's focus areas, however
following observation as a strategic
direction should be taken into
consideration.

Members Service for Users:

Members play pivotal part of any
cooperative.  SAACOS  delivers
different kinds of services to their
members, but accessing those
services could be difficult for their
members. For instance, in most
cases at present, members need
to make their physical presence
at the SAACOS to acquire minor
information on balance and
transactions.

We strive to work towards easing this
problem in the best possible fashion.
Making all the information and
services accessible to the members



at their fingertips is our fundamental
concern. | don't exclusively want
to limit the possibilities only at
e-Banking and Mobile Banking.
We should move towards making
a comprehensive customer service
portal for every SAACOS and
NEFSCUN should build the common
infrastructure to bring the Capital
Expenditure (CapEx) down for our
members to inculcate and internalize
such technology.

Making the money deposited
portable, accessible and
transparent:

Although cash is king, carrying it is
risky and difficult. So, members of

SAACOS should be able to access
and use their money digitally and
on-the-go. SAACOS should be able
to provide Debit Cards to their
members, which should work on all
the ATM Terminals all over Nepal.
We should also work on alternative
channels like QR (Quick Response)
Code Payment and have integrations
with the Mobile Wallets. Again,
for SAACOS to be able to do this,
NEFSCUN should would work on
building common infrastructure
usable by all member SAACOS.
However, credit unions started to
initiate QR code in some extend that
is still lacking innovation and legally
acceptance in Nepal using by non-
formal financial sectors.

Digitalization of Internal Operations:
Most of the SAACOS now have paper
based internal business processes.
Not only is this costly but also is slow.
Digitization of internal operations for
NEFSCUN as well as our members of
credit movement would make our
internal processes further efficient,
transparent and  cost-effective.
Membership management,
Loan application to approval, HR
management, Office Management,
Internal control system, Inventory
Management, Financial reporting,
Member information system, are
the most important areas for
digitalization.

Monitoring,  Evaluation  and

Reporting:

On the NEFSCUN front, | want to
aggressively  work on building

00 IR

internal tools and re-engineer
our business processes around
member monitoring and evaluation.
We would work on building a
Management Information System
(MIS) to help us make prompt
decisions and rapid reporting. For
it's practical realization, NEFSCUN
needs to conduct scientific research
way forwarding to response member
expectations.

Regarding such  phenomenon,
there some legal and management
constraints. In order to getting
easy access of digitalized credit
movement in Nepal, for example
Payment System Operator (PSO), it
needs to register another entity as a
company form which enforces that
a separate from credit movement.
SimialLrly, credit movement is yet
to receive the official recognition
as a formal financial sector by the
government which stands as a
biggest impediment for a paradigm
shift of national digitalization era
in a cooperative sector envisioning
favorable policy of cashless, paperless
and technology based transaction.
Security of data, its reliability and
system audit are also areas that
have ample room for improvement.
Hopefully, the worldwide upsurge
of COVID-19 pandemic awakes
the policy makers from slumber
to speeding the enforcement and
support of digitalizing Nepalese
credit movement that remains as
a burning issues expected to be
eagerly and cautiously addressed by
the credit union fraternity.
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www.who.int/COVID-19
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An Overview of

Micro Credit and Micro Insurance

Shubhas Gautam

Business Officer
NEFSCUN

Micro
Insurance is
a financial
arrangement
to protect
low-income
people against
specific perils
in exchange
for regualLr
premium
payments
proportionate
to the
likelihood and
cost of the risk
involved.

Micro Insurance is to protect the
underprivileged group through
systematic enrollment in insurance
service in all over the country.
Government  should plan to
introduce micro-insurance company
in the country to expand penetration
ofinsurance services to the rural area.
Cooperative may be the next hand
of Nepal government to implement
the slogan “Insurance for All". “ Micro
insurance is a financial arrangement
to protect low-income people
against specific perils in exchange
for regualr premium payments
proportionate to the likelihood and
cost of the risk involved”. (Churchill
C. (ed.) (2006). Protecting the Poor:
A Microinsurance  Compendium.
Geneva: ILO)

Micro Insurance services is not a new
conceptininsurance sectorbutalsoit
is an initial stage in Nepal rather than
other South Asian countries. Micro-
finance companies, Rural-based
cooperatives and non-governmental
organization have been continuously
operating micro-insurance since
long. They are providing health,
crop and livestock insurance to the
villagers at the grassroots level. It has
not been developed institutionally
in the country due to lack of a law,
institutions, even as there is a huge
requirement of the service to protect
the low-income group. Cooperative
sector will be make a longest

partner in favor of Capital Formation
and Social security through the
involvement of insurance knowledge
for their members. As a alrge
number of underprivileged people
participation in cooperative will
help the slogan of our government
“Insurance for All. As a alrge
number of people participation in
the country fall under the bracket of
low-income group, micro-insurance
schemes are necessary to protect
them.

Preethi Dixit and Sanjeev Mahrotra
(2015) have explained that micro
insurance which are affordable to
the rural and urban poor and to
enable micro insurance to be an
integral part of the country’s wider
insurance system. The main thrust
of micro insurance regulations is
protection of low income people
with affordable insurance products
to help them cope with and
recover from common risks with
standardized  popualr insurance
products adhering to certain levels
of cover, premium and benefit
standards.

Micro Insurance is simply a
community based financial
arrangement where we found
continuous and active participation
of the community for capital
formation through Saving and Credit
mobilization, revenue collection



and resource allocation. Nepal
government has given the initial
permission to the Life Insurance
companies to start the micro credit
insurance for the benefit of deprived
people. Currently, nearly 15% of the
total population has been covered
from insurance services, according
to the Insurance Board out of them
percentage of Micro Insurance
is negligible. However, there is
no provision for separate micro
insurance institution. Utilization of
micro insurance in risk management
in Nepal is rarely different in other
South Asian countries i.e India,
Bangaladesh and Pakistan.

In Nepal, Cooperative sector mostly
dominated by Saving and Credit
Cooperative services nearly 34500
around 39% of primary cooperative,

MIiC

out of 5.2 millions members 55%
of total members and 74 % of Total
Share Capital are saving and credit
cooperatives which leads by Nepal
Federation of Saving and Credit Co-
operative Unions Ltd. (NEFSCUN)
and Microfinance Companies.

According to NEFSCUN, Credit Union
Microfinacne Innovation (CUMI)
program has to be started since
2001. The main objectives of this
are financial lifesaver in the event
of certain uncertainty which has
been providing the services of micro
savings, credit, insurance and other
support services to the low income
poor, micro entrepreneurs, women
and disadvantage group in rural area
and to uplift their socio economics
condition.

Cooperative membership security
plan (CMSP) is also a co-operative
based financial security system
(Micro-insurance) which provides
insurance facility to the cooperatives
members who are excluded from
formal social protection mechanism
under co-operative principles &
values. This service started from
2005 and re-executed the product
including death risk policy (DSP) with
double accidental death benefit and
in 2008, a 15 year term combined
savings and death risk policy. The
policy offered is from Nrs. 10,000 to
100,000 risk coverage of individual
and now it has been converted into
Citizen Life Endowment plan. Micro
Insurance Products are well known
for their features and characteristics.
Mostcommon features are Simplicity,
Fixed price range and policy term

— :‘

and fixed limited benefits values.
Another most effective initiator are
Micro Finance Institutions who have
been focusing on providing savings
and credit services only. However,
a growing number of Micro finance
institutions  practitioners  have
recognized that providing credit
is not enough for the sustainable
development of the poor.

Micro Insurance is not only insurance
but also social security which
makes better health and increase
the life of rural and poor. It is refer
to used to the low income people
and helpless group because of less
premium and benefits. As per the
income poor people have lesser
needs and priorities. Micro products
have acknowledge that and issued
the different kinds of risk coverage

00 AR

policies as per the demand of poor
income group. These kinds of scheme
are very efficient to protect rural
group against the basic risks who are
not capable to protect themselves
through capitalist and rural feudal
channel, Savings or credit.

Credit Insurance: that type of
insurance policy purchase by a
borrower that pays off one of more
existing debts in happening of
death and disability. There are three
types of credit insurance.

Credit Life insurance : This type of
Lifeinsurance pays off all outstanding
loans and debts if insured die or as
per policy explained.

Credit Disability Insurance
(Accidental and Health Insurance):
Pays monthly benefits to lender
equal to a lender equal to the loan’s
minimum payment to disabled or as
per policy explained.

Credit Unemployment Insurance:
Related to involuntarily unemployed
paid to the lender equal to loans
as per policy. International Journal
of Recent Scientific Research Vol.
7, Issue 5, May 2016 Paramasivan
C and Rajaram S The risk comes
from the nature of investment and
health hazards of the client, which
makes loan payment uncertain. As
insurance is one of the scientific
methods of handling risks, micro
insurance facilities reduce risk
to both clients and contract, any
contract covering the belongings,
such as hut, livestock or tools
or instruments or any personal
accident contract, either ndividual
or group basis” Micro insurance
is one of the insurance schemes
which affordable to the poor and
marginalized people who are
not included in the insurance. A
good governance is responsible to
prefect the life of people and also
meet the risk caused by natural as
any others events. With this view,
government introduced a scheme
is called as Micro insurance. Now
micro insurance is implementing in
the name of Jeevan Madhur and
Jeevan Mangal. There is a need of
creating awareness and take it into
a proper channel, Micro insurance
will reach the unreached.
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RAJ TRADING CONCERN

House Mo. 115, Opp. Lam Pokhari
Chandra Vinayak Marg,

Mitra Park, Kathmandu, Nepal.

Ph: 01-4493132 / 4475137 / 4487965
Web: www.rajtrading.com.np

Email: info@rajtrading.com.np

. QUEUE MANAGEMENT

QR MOBILE POS
- AGENT BANKING / BRANCHLESS BANKING
= INSTANT RECIEPT PRINTING
= INSTANT ACCOUNTING WITH YOUR CBS
= BETTER ASSURANCE TO YOUR CUSTOMERS

MONEY COUNTING,
BINDING & _¢

~  FAKE NOTE [&
g, MAcHINEs ERgR
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