Impact of the Earthquake on Microfinance:

A Study ofSindhupalchowk District

September 11, 2015

Centre for Selfhelp Development (CSD)
Maitighar Height, Kathmandu




Foreword

The aftermath of the earthqua&kApril 25, 2015 and May 12, 201tas brought about
many challenges to the country and the microfinance sector was exceptiono it. A
study to collect firshand information of the impact dhe sector was found imperative
and that is what the team from CSD has achieved.

| would like to thank the CSD Team for undertaking the impact study, something that
was not undertaken by any other organizatibhe team has been successful in
publishing thisreport and in providing recommendations and support to the affected
Microfinance Institutions in the distridin the end, | would like to commenide team for
bringing out this report and sharing its findings with the concemédf i dghtaftes 6
the study.
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Executive Director
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1. Situational Overview

Nepal is a landlocked country that lies between China on the north and India on the
remainingdirections. The country stretches from east to westd covers an areaf
147,181 square kilometelts altitude range$rom 60 meters to 8,848 meteabove sea

level. With a population growth rate 0f.3%% per annumand total population 0f26.7
million as of theNational Populatiorand HousingCensus 201,1the populationfor the

year 2015s projected a28,037,904.

Nepal is divided into 75 districts, 14 zones and 5 development redibascountryis
broadly divided into three ecological zones, Hienalayas andnountains in the north,
the hills in the middle and the plains (Terai) in the soB#sides its diverse geographical
distribution,the country liemlongthefault lineand isa high risk seismizone.

On the morning ofApril 25, 2015,at 11:56 NSTan earthquake of 7.8 magnitude struck
Nepal taking a huge toll on human lives, property, livestock and infrastructure. The
epicenter was in Gorkha, a district 77 km nestést of Kathmandu, the capital of Nepal.

A second earthquake measuring on the Richter scale took plaicethe afternoon of

May 12, 2015t 12:50 NSTrurther escalating the damage and destruction. The epicenter
was in Dolakha district 180.4 km noréast of Kathmandu.

The aftermath of the earthquake rendered thousandsléssrend more often than not,
helpless. As a result, it has affected millions of people, &itB0 confirmed deadover
22,300injured and around 30(@eople stillmissing. A total of 507,017 houseswere

totally damaged while 269,190 homes have been partially damaged leaving @é#ogie
homeless or displaced by the earthqdakds estimated that about one third (8 million)

of the nationébés population have been affec

Of the 75 dabktricts of Nepal, the government has identifigdl districts as the worst
affected by the earthquake.They are; Gorkha, Sindhupalchowk, Dhading,
Kavrepalanchowk, Dolakha, Nuwakot, Ramechhap, Sindhuli, Rasuwa, Kathmandu,
Lalitpur, Bhaktapur, Makwanpur ar@@khaldhunga.

1 Source: Population Monograph of NegaCentral Bureau of Statistics/National Planning Commission
Secretariat/Gov. of Nepal (2014)

2Source: Economic Survey Fiscal Year 201436v. of Nepal/Ministry of Finance (July 2015)

3 Source: Economic Survey Ris¥ear 2014/1% Gov. of Nepal/Ministry of Finance (July 2015)
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2.Brief Background

Sindhupalchowk isme of the largest districts to be affected by the earthqudkeh lies

85 km northeast of Kathmandu, the capital city. Comprising mainly of rolling hills and
mountains of elevations about 3,500 meters, Sindhupalchowk comes under the fourteen
crisis-hit districts identified by the governmenthe district is the worst &dcted by the
earthquake in terms of human casualti€s. date, thenumber of human deaths in
Sindhupalchowk alone stands at a staggering figuBes67 with 1,569injured.

Linking Nepal to China through the Araniko Highway, Sindhupalchowk has growm into
popular district for trade with the neighboring countfiost of the population near the
border area is involved in small trade and busin@sging to its strategically placed
position, the district has developed into a tourism and adventure sportddwaver, the
mainstay of theconomyremains agriculture and agbased activities.

According tothe Nepal Census 201 1he total populatiownf the districtstood at 287,798

and total households &0,042.The number of households in the district hasvgnoto
66,635 as of March, 2014Recently a few Village Development Committees (V.D.C.s)
were merged to turn into two municipalities: Chautara; the district headquarter and
Melamchi Currently, there are two municipalities and sigtght VDCs. Major Towns
include Melamchi, Chautara, Tatopani, Bahrabise and Jalbire.

The community is diverse largely comprising a mix of Tamangs, Brahmins, Thakuris,
Chhetris and a few Newar3he populéion gets sparser higher up the valley hence
making thecommunities living in the remote hills more vulnerable to such calamities

3. Scope of Study

The microfinance institutions operating in Sindhupalchewdas follows:
) Swabalamban Laghubitta Bik&snk Ltd.
i) Deprosc Laghubitta Bikas Bank Ltd.
i)  Manushi
iv)  Nirdhan Utthan Bank Ltd.

4Source: Nepal Disaster Risk Reduction Pqr@bv. of Nepal

5 Source: National Population and Housing Census 2011 (Village Development Committee/Municipality) :
Sindhupalchowk Central Bireau of Statistics/National Planning Commission Secretariat/Gov. of Nepal (March,
2014)
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V) Samudayik Laghubitta Bittiya Sanstha L{Breviously Mahila Utthan Kendra)
vi)  Clean Village Microfinance Bittiya Sanstha Ltd.

vii)  ILFCO Laghubitta Bikas Bank Ltd.

viii)  Reliable Microfinance Bittiya Sanstha Ltd.

iX)  National Microfinance Bittiya Sanstha Ltd.

X) Mero Microfinance Bittiya Sanstha L{cand

xi)  Laxmi Laghubitta Bittiya Sanstha Ltd.

4. Objectives of the Assessment

The objectives of this assessmerare twofold;tost udy t he extent of
iImpact on the microfinance sector on the whole and microfinance institutions and its
clients in particularand to help microfinance stakeholders develop loan products and
strategies to overcome the problems arisintpf the earthquake.

5. AssessmentMethodology

Prior to our district assessment, a pilot test was conducted at the Lele branch office in
Lalitpur of Swabalamban Laghubitta Bikas Bank L#ebllowing this, a structured
guestionnaire format was developaatl was sent out tadentify branch offices of M5
operating in the Sindhupalchowk district. The team from C88&s involved in
interactions with the branch managers and field staff of respective organizations.
Observations and interact®nvith microfinance members at center meetingse a

major source of information and data. A few Faai&roup Discussions involving the
community member&as also held to solicit their perspective

6. Limitations

This assessment is limited:by

1 Thedegree otonsistencyf data sent by thmicrofinancestakeholders
1 Certainpartsof the districtcould not be visitedlue to inacessibility, and
9 Inability to observe center meetingsaifthe MFIs operatingwithin the district.
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7.General Assessmerffindings

7.1 Population Affected

The earthquake has affected millions of people across the country. Thousands have lost
their lives and almost all buildingsave suffered damag&he government declared a

state of emergencgnd rescueand reliefoperations wergiven top priority. After the

initial few weeks, the focus was directed towardeshabilitation of the affected
population

Death Toll 3,532
Injury 1,573
Affected Households 66,636
Affected Governmen8Buildings 747
Affected Population 284,838

Saurce: Ministry of Home AffairsDisaster Recovery andeconstruction InformatioRlatform
asof Septembet0, 2015

The fear of another earthquake or aftershock forced people to sleep out in the open. The
affected populatiorhave been living in temporary shelters since the earthqurRike.
monsoon showers have triggered landslides in Sindhupalchowk making it moreltdifficu
for rescue missions to operatethe district.

Women and children remaad the most vulnerable. UNFPéstimates 2 million women

and girls of reproductive age are among those affected and an estimated 126,000 pregnant
women are among the survivars the countr. Health posts in the district have also

been damaged leaving the population in dire need of medical attention. During such
natural calamitiesthere is always a threat of epidemics furthensifiedby the large

number ofdeadbodies (bth human and animals) that are not well disposed of, water
borne diseases and the risk of spread of communicable diseases while living together
with a vast number of people under a common shelter.

5 Source: UNFPA/Health Management Information System (as of May 26, 2015)
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] 506-737
] 737-990
] 990-1336
[ ] 1336-2021
] 2021-2873

The figure shows the tota
displaced population in the
Sindhupalchowk district as a resu
of the April 25, 2015 earthquake.

There has been a growth in th
number of households as seen in th
figure. The number of households
the Sindhupalchowk district hal
grown to 66,635 asof March, 2014
from 60,042(the Nepal Census 201
figure).

E No. of Households in 2011
- No. of Households in 2014

Source: Ministry of Federal Affairs and Local Development
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7.2 Shelter

Shelter has beemeported asthe most important prioritypy the peoplewho were
interviewed for the assessment. Magspondentsstated that their primary pest
earthquakeconcernwas to build a safe and secured shelter for their families, albeit

transitional.

Of the total households in the district,
63,885 have beendamaged dueo the
earthquake. 99% of the houseai®lhave
fallen while the remaining one percer
RCC houses have also sustained crac
Most households in the villagagere made
of mudbonded bricks and stosvith no
pillars to hold the weight of the house.

Till date, most of the affected population i
residing in temporary shelters made «
CGl (corrugated iron) sheets, tarpaulins,
tent, wood plankspamboos and materials
they were able to salvage from their housecs.

" Source: Nepal Disaster Risk Reduction Pqr@bv. of Nepal

A view of the devastated main bazaar, Nawalg

Housing structure prior to earthquake

92% used to stay in mudbonded bricks

and stones houses

4% were staying in cement bonded

bricks or stones

- 1% lived in houses with Reinforced
Concrete Columns (RCC)with Pillars

- 1% had wooden pillarsand

- 2% lived in houses built with unknown
materials

Source: Nepal Census 2011

o A
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7.3 Livelihood, Food Security and Nutrition

Agriculture continues to remain theainstay of the economywith two-thirds of the
population dependingn it for their livelihood About 92% of thewvorking populationin
Sindhupalchowkis directly or indirectly dependent on ag¢vased activities for their
livelihood. For most part of thdistrict, agriculture is carried owtsa subsistent activity
The earthquake has adversely affected the subsistaseghouseholds, as thteemors
hit the districtjust a few weeks prior to the paddy plantafo@niod

About 45% of the population is living below tip@verty line in Sindhupalchowk with
very minimalemployment in the formal sectdnformal sector employmem$ mainly in
the form of dailywage earnerkke porters, masons, etc.

Above 75% of the food stock of rice and millet seeds were lost during the earthquake.
Incidents of collapse of storage houses where freshly cultivatgetablesvere kept for
marketinghave surfaced in the newA. heavy loss of food seeds that were stored and
ready for plantatiorhas further fueled the fear of shortage of food production in the
coming daysAdditionally, agricultural tool@nd implements analansport vehiclehave
suffereda huge loss.

7| Page



Figures indicate thahere has been a heavy |l@sdivestocki L f Livestock
an additional source of income for a majority of famili 2 el il
engaged in agricultureThis inordinately also implicates Big Animal 6,118

reduction inthe consumption of proteiand nutrientsamong

the household members. Small Animal 15,893

Food security continues to be a threathwie loss of food Poultry/Birds 105,693
grains and uncultivable lands due to heavy rainfall, landsli~~~

Source: Ministry of Home
andfissures on the_ grqtahThe people reS|d|_ng in remqte arét  afrairs: Disaster Recovery
are the hardest hit with lowest food sufficiency levelghe and Reconstruction

distrtict Information Platform

7.4 Water, Sanitation and Hygiene

According to a report published by the Department of Water Supply and Sewerage
(DWSS) in 2011, 80.9% of the population in Sindhupalchowk had access to a water
source.The main sources of watare public taps (93.5%) with springs (4.8%), private
taps (1.6%) and dug wells (0.2%) making up the remaining sources.

The team found thahérewere mixed impactsof the earthquaken the water sources
Interactions with locals indicatdhat n someareas water sources hdded up, whereas
in others the water force hamhcreased inadvertentiiNew water sprouthadsprung up
in areas but the safety levelsvere yet to =
be examined asush sources couldbe
contaminatedor have the potential to b¢
contaminated Moreover, the gread of

waterborne diseases becomes a thig T “;:;‘i;rf,‘;‘}‘
during the monsoon season with intesti . : O -2
worms, amoebic dysentery and virfate '

diarrhea being the most commga

waterborne diseas@sthe district.

Before the earthquake, Sindhupalcho

had nearly 95% toilet coverage and we bl D
d i J © Open Defecation Free Zon8hikhapur

VDC, Sindhupalchowk

8 Source: University of Sheffield, 204 Irends in Waterborne Diseases in Gorkha, Sindhupalchok and Humla
District of Nepal
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abouttobedecl ared an 6 Op districtDRuf, bhe teemaorsted to the e e 0
collapse of abouB0% of all toilets.This hasled people to defecate in the open due to
insufficient toilets, inconvenience and lack of accessibility. A few private latrines are still
standing, but those tend to be overcrowded by neighbors as well. Temporary latrines have
been erected with the help froMlGOs and NGOs working in the sector. However,
majority of the displaced population stiice difficulty in accesmg safe sanitation and
hygiene.

Lack of access to safe sanitation and hygiemdd give rise to communicable diseases,
including watetborre and vecteborne diseases and acute respiratory infections.
Informal reports indicate thea few latrine buildings that were not destroyed by the
earthquake has been used for storage purposes iisfEaid alternative usage, further
forcesthe people to defecate in the open.

7.5 Health

Of thetotal health facilties spread across the distyied have been completely damaged
by the earthquakeyhile the remaining23 are partially damagett. The main district
hospital at Chautara sufferegreat damagesluring the tremorsand relocated its
operations to a cantpased at Tundikhel, Chautara.

The study finds that @amen and
children are the most vulnerable at
' n the time of such a disaster.
According to reports 55% of the
? .. casualties were women and children.
® ——————— The UNICEFreports that around.1
million children have been affected
in the 14 severely affected distritts
According to the World Health
Organization, fifteen of the twenty
Out of 96% of Identified Death bodies two maternity clinics in the ditrict
are reported to have collapsad

1250 1 ‘.

Source : ekantipur

9 Source: Nepal Earthquake 2015 Post Disaster Needs Assessment, Vol. A: Key Findings

0 Source: OSOCC Situation Analysis Nepal diakie (May 15, 2015); WASH Cluster report (May 13, 2015)

1 Source: Ministry of Home Affairs, Gov. of Nepal/ICIMOD/ESRI; Nepal Earthquake 2015: Disaster Recovery and
Reconstruction Information Platform (NDRRIP)

12 Source: UNICEF Nepal Humanitarian Situd®eport 13 (June 3, 2015)
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about 90% of the district health facilities damaged beyond repair.

Lack of proper health facilities, vital nutrition and counseling disproportionally affects
the health of the mother and child. Limited access to safe water and samitatidread

to common problems of diarrhoea and pneumani@ng survivorg two of theleading
causes of infant mortality. Furthermorpgeople defecating in the open astaring
transitional shelters with a large number of people-pagihquake increases the risk of
infection and contamination among infants and lactating mothers.

7.6 Education

Before the earthquake, approximately 66,000 students were registered for the current
academic session in the Sindhupalchowk district. According to the District Education
Office, only 60,000 students haveueted to school so far. Theffi@e staes that more

than 650 students were killed and around 254 others sustained injuries in the
eartlquakés.

Temporary LearningCentershave been erected in arelst schoolchildren are yet to
attendclass Locals interviewed complaired of their children being too frightened to
return to schoolHereinlies a high chance athildren dropping out of school where the
dropout rates among children of marginalized commun{iZEuwars and Majhisare
high4. Moreover, with increased finantiaurdenas a result of great loss and damage by
the quake, parentsd it morechallenging to send their children to school.

Fully Damaged Major Damaged

Affected Schools
546

Classrooms Classrooms
2746 1273

Source: Ministry of Home Affairs; Disaster Recovery and Reconstruction Information Platforn

7

BL2dzZNDOSY ' NIAOES 2y 1la®T WGiLB#H® t QO t RINE WY n&nSij dit 3 SNB G dzNy G 2
M 2dzNOSY I NIAOES o0& 9RdzOFGS bSLIE WwW{OK22ft O9yNRffYSyd /
O02YS o QT, 2012 ! LINA ¢
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As per data collected by th&istrict Education Office, 321 students from the district are
studying in various schools in Kathmandu following the earthgdake addition,
numerous education materials have been destrdyedethelesstrained teachers and
community teachers assailable in the distriét.

INGOs and NGOs working en
site are making effastto provide
psychological counseling t
children as well as adults who a
still in a state oOf trauma st
However, the major challenge
remains to get the children bac
to school.

Damaged classroosof Shree Panchakanya Prathamik
Vidyalaya, Melamchii 1, Sindhupalchek

7.7 Infrastructure

Sindhupalchowk is home to numerous hydropower projéctdelamchi, Sunkoshi,
Bhotekasshi, Purano Chaku, Bhairabkunda amhthndikhola Apart from providing
electricity across the country, these projects genaeateralemployment opportunities

to the locals as well. Most projects have temporarily ceased their operations due to
damage caused by the earthquake. This has resulted insedrbours of power cuits

the district andacross the country.

An important section of the Araniko highway, from Bahrabise to Tatojatte trade

route between Nepal and China for decades has been completely blocked due to recurring
landslides rendang the route dangerou&s a resultrade and commerce was hardihit

the district Khadichaur, the market hub of the district has turned irghast town and

lies deserted asany fear to return to their towns and villages.

BL2dzZNOSY ' NIAOES 2y a®BT WGLBA t AIOA t RINIEY nenS dj dit 3 SNB G dzNy G 2
16 Source: Save the ChildreNepal: Earthquake Assessment Report (May 2, 2015)
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In many areas, uspension
bridges the only link to
vilages have collapsed
making it difficult for any aid
. . and relief to reach the far
| flung villages.

Left: A local rice mill destroyed by
the earthquake in Kunchok VDC
Sindhupalchowk

7.8 Relief Efforts and Governmenfssistance

Due to its proximity to Kathmandu, Sindhupalchowk as a whole has been able to receive
aid and relief in a timely manner as compared to the remaining districts. Moreover, news
and mediavere instrumentah highlighting the gght of the earthgake victims thereby
drawing more attention.

The government had set up a distribution channel through which immediate relief
activities were to be conducted. In Sindhupalcho®/kenters and 17 stdenters were
setup to channelize relief activities. Audter model was established for more effective
relief distribution. Additionally, the governmewbrkedwith 45 Development partners i
rescue and relief operations in histrict

An6Eart hquake Vi c tarddevisad im the govdrranefur earthqyakeC
victims was distributed through the VDC®r traceable and fair relief distributiohe
government has providedRs. 15,000 for each household that was damaged due to the
earthquake andNRs. 40,000 as funeral and rituals expenditure tofémaily of the
demised individualln addition, the government has allocaifds. 900,000 per VDC for
their relief activities.

Many international and national level organizasidtvad unitedto provideassistance to
the earthquake victims both in therfoof cash and nenash items.
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8. Microfinance Specific Assessment Findings

8.1 Social Impact

The assessment found that 99% of houkkshof microfinance members hbéen either
completely damaged aleemedunsuitable for livingFrom the data collected so fai09

clients of different MFIs hadlost their lives while13,061 household®f clients had
collapsed.

|l nteractions with the microfinance members
utmost priority. Members were fond to be living under temporary shelters using
corrugated iron sheets (CGlI sheets), tents and tarpaulins. Most of these shelter materials
were provided though INGOs, NGOs, cooperatives, private initiatives and the
government.

Delay in carrying ouimmediate reli€ action on part of the MFIs hagksulted inthe
discontentnent among the memberdMoreover, field staffs foundhemselvesin a
difficult situation due to pressure from members and their guardiprowde relief and
compensation packagkeading to increased interference from guardians of microfinance
membersThis revealedhat MFIs lacked in administratingffective and efficient action
duringtheemergency scenario.

The microfinance communitywhich has alwaysbeen workingtowards creating a
harmonious environment arsirengtheningorotherhoodamong the membergound its
principle threatened after the earthquakeme relief activitieghat cateredo a particular
community haded tocommunal feelingbetween villagersThis inadvertentlythreatens
the basic foundation on which the group dynamicghefmicrofinancecommunityis
built on.

It was found that overeppendence on relief packages maalde tle people careless and
lethargic and eviving businesses had becomeezondary priority for the. Moreover,
the emotional turmoil that members who lost their loved draeksto endure led theto
engage in bad habits like smoking and consuming alcohol.

After the earthquake, entire communities have resettled to areas hbowng districts

such as Kathmandu. This has led to displacement and loss of members to either different
branch offices or other competitors. The interviews revealed that many communities had
settled in NeelbarahniBode, Bhaktapur; Sankhu, Swayeshu, Sudarijd, Jardol and

Thali in Kathmandu.
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Further nteractions with microfinance groups indicatthé desire olsomenonloanee
members wanting to leave the group on the one hand and the husbands of deceased
members wanting to join the group on the otherha

8.2 Economiclmpact

The study team fears that the affected populatittirslide further back into povertylhe
earthquake has resulted in not only humanitarian and struatasituction but also
heavy monetary losses the district According toestimates, the district suffered a per
capita disaster effecf dNRs. 233,370 per perséhn

A majority of the microfinance members werj
found to be involved in agriculture and agra
based actities. Economic activities hacbme
to a standstill during the initial months
Frequent tremors, incessant rainfall, landslidg
and wide cracks in the grounds hav
discouraged and inhibited members fro
resuming farming.Those employed in the
tourism sector and hydneower projects have
found themselves out of job aghese
businesses have shut down for the time bei
On the other handlaily wagerswerefinding it
very difficult to find any kind of employment. |
This has hampered tisaurce oflivelihood for
a number of members

Focused Groupiscussionsvith members and
locals indicatedhat all or any money receive
by the affected population was being utilized in building temporary shelters or homes.
Deferral revenue coupllewith microfinance loan implied higher financial burdeon the
microfinance borrowerdVoreover, sluggish economic activities could lead to difficulty

in loan repayments overtime, whiglould cause over indebtedness among the members.
Hence, in the period immediately after the earthquakee tivas a declinenithesavings
depositedby microfinance members.

Fissures in the ground

17 Source: Nepal Earthquake 2015 Post Disaster Needs Assgssful. A: Key Findings

14| Page



Loss of source of income willowly cause lie people to sell their assetad resettle
elsewhere. Resettlement of entire communities will naturally slow down economic
activities in the area as well as are a shortage of labor supply and market for products.

8.3 Financial Impact

Interactions with the field staff and microfinance membedscatedthat no interest and
loan collections were made during the first mofaiiowing the earthquakeCollections
and loan repaymentsom members came in only during the second manthonwards.
Only those membersthwo were financially secured hdden able to repay their interest
amount, loan instalments andeposit savings. The assessment found that fao
microfinance members were able to repay their dues from their past savings.

Group discussions indicated thdtoat 5660% of microfinance members in the district
were dependent on remittance, with at least one family member working albnotck

period between 2008/09 to 2013/14, the highest number of female labor migrants in the
country originated from Sindhupalchowk, comprising of 8.86% of the notabetS.

Centremeetings are being held in open spaces

8 Source: Department of Foreign Employment
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