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5. Problems of Financing MEs - Views of borrowers 

5.1 Introduction 

In this chapter, the discussion shall be generally based on the problems of MEs in getting loans from 

Fls, Mls, and their preference to either of them. The objectives of the chapter are to: 

:> Ascertain the problems of MEs in accessing credit'finance from the Fls and determine how 

familiar MEs are with the loan application methods. 

:> Learn the problems faced by MEs in accessing loans from Mls. 

:> Establish a relation between formal and informal financial sectors in regards to the 

problems faced by MEs to access credit'finance. 

5.2 Problems faced by Microenterprises in getting Loans from Financial 
Institutions 

Anderson (1982) 169 argued that when Fls have little experience with lending to small enterprises, 

transaction costs are exceedingly high. This makes Fls reluctant to lend to MEs. On the other hand 

Dando (1995) 170 found that apart form the transaction costs, it is the time factor and access that matter 

the most to MEs and not the cost, while Fisher (1995) 171 found that due to the lack of relation with Fls, 

it would be an innovative act forMEs to process for credit with Fls. To see if these findings were also 

applicable to Bhutan, five suggestive statements of problems were noted and close-ended technique 

with yes or no ticking by MEs was used. The responses are placed in table 5.2.A below. There are four 

main columns with serial number, statement of problems, and yes and no columns, which are further 

divided into two respective sub columns for manufacturing/production and services. The table was 

established to find out the types of the problems that confront MEs while trying to access loans from 

the Fls. 

Table 5.2.A: Difficulties generally faced by borrowers in borrowing from Fls 
Sl. Statements of problems 

Yes No 
No. PM SR Total PM SR Total 
1 Inadequate property or asset for collateral for loan with Fls (low valuation of assets 46 66 112 4 3 7 

brought in for collateral by Fls) 
2 Neither sweat equity nor the skills are taken into account for collateral/credit 35 61 96 15 8 23 
3 Filling of forms and getting endorsements from different concerned authorities to satisfy 46 64 110 4 5 9 

the Fls is cumbersome 
4 Much time, money, and energy are lost in commuting due to lack of adequate 47 60 107 3 9 12 

information on credit/loan processing with Fls 
5 There is no institution standing guarantor even if the project was viable 35 67 102 15 2 17 
Source: Personal Survey 
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It is interesting to note from the above table that all the five problems have scored high responses. 

There are two layers of problems, one deriving from collateral and the other from 

procedures/formalities to be completed with Fls. 94% of the MEs felt that the provision of collateral was 

the biggest problem and Fls have their own system of valuation, which does not provide a true and fair 

value of the asset brought in for collateral. The second aggravating problem that 92% of the MEs stated 

was they had to fill forms, such as loan application, mortgage deeds and get endorsements from 

different authorities to satisfy the Fls for credit/loan. The third problem confronting them (scoring at 

90%) is that they lose in commuting, lot of money, time, and energy due to lack of adequate 

information centres for credit/loan processing. 86% of the MEs stated that there was no government 

agency or institution that could stand as guarantor for collateral even if Fls accepted that the project 

proposals were viable. Finally, 81% of the MEs felt that sweat equity and skills should be taken into 

consideration in lieu of collateral for loan. On the overall average, 89% of the MEs confirmed that there 

are problems with accessing loans/credit from Fls, while 11% of MEs were comfortable with the 

existing system. It can be confirmed that in Bhutan too there is the problem in accessing loans with Fls 

due to collateral, lengthy procedures of the Fls, lack of relation between Fls and MEs and high cost of 

loan on the side of Fls. 

It was also important to see the familiarity of borrowers with the loan application methods to further 

support the statement of the problems of MEs to access the Fls for credit/finance. For data collection, a 

four-point scale using various degrees of familiarity was used. The following table 5.2.8. has been 

prepared from the data so collected. 

Table 5.2.8: Borrowers' familiarity with loan application methods by size of investment 
Investment (Nu) Very familiar Quite familiar Very little familiar Not familiar Total 

Below-100,000 3 11 20 27 61 
100,001-200,000 2 5 6 6 19 
200,001 -300,000 3 4 4 2 13 
300,001 -400,000 3 2 1 1 7 
400,001 -500,000 8 4 4 3 19 
Totals 19 26 35 39 119 
Source: Personal Survey 

Familiarity with the loan application method decreases as the size of the business decreases. 16% of 

MEs were very familiar to loan application method, 22% quite familiar, 29% very little familiar and 33% 

were not at all familiar. Combining very familiar to quite familiar, the familiarity of all MEs is only at 

38%. This means that 62% of the MEs were not familiar with the financial procedures; loan application 

methods etc. 
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Analysing from table 5.2.8, the familiarity of borrowers is, at the lowest investment level, only 23%. 

Similarly, at the highest investment level, the borrowers familiarity is at 63%. It gives evidence that the 

familiarity with financial procedures (loan application method and others) increases with the increasing 

size of the investment. Generally, when a microentrepreneur has a low level of investment, he/she can 

manage to get in the funds form his/her own sources and sources which are easily accessible. 

Considering the relative inaccessibility of the formal financial system, an entrepreneur would not 

normally spend time in hunting for funds from financial institutes. However, when the size of the 

business needs to be expanded and more finance needs to be pumped in, the microentrepreneur 

usually realises that the easily accessible sources cannot provide enough funds, therefore, he/she is 

bound to approach financial institutes for the extra finance need. As such, the familiarity or awareness 

of the borrower is logically supposed to increase with the amount of investment. Based on these 

presumptions, the Chi-square (l) test to verify the familiarity of the entrepreneurs with the size of 

investment was done with the total sample of MEs. The hypothesis framed was: 

H0: Familiarity of MEs is not dependent on the size of investment. 

H1: Familiarity of MEs increases with increasing level of investment. 

For the purpose of conducting the test the coloumns and rows of table 5.2.8 were coalesced so that 

expected cell frequencies were above 5: coloumns 1 & 2 into one coloumn, coloumns 3 & 4 into 

another coloumn and rows 4 & 5 into one row. The result of ·l was 15.96. The value is significant at 

1% level. Therefore, the null hypothesis is rejected and the alternative hypothesis that the familiarity 

increases with level of investment is accepted. 

A regional distribution table 5.2.C in support of the preceding table has been prepared with the same 

data, and responses were put in the table below to see if the location had any influence on the 

familiarity of the loan application method. 

Table 5.2.C: Borrowers' familiarity with loan application methods by region 
Region Wise Very familiar Quite familiar Very little familiar Not Familiar Total 

Northwest 8 11 16 10 45 
North-central 2 4 1 1 8 
Southwest 4 8 6 3 21 
South-central 2 1 5 3 11 
Southeast 1 1 3 8 13 
North east 2 1 2 8 13 
North extreme 0 0 2 6 8 
Total 19 26 35 39 119 
Source. Personal Survey 
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The above table indicates that of the 45 MEs surveyed in the northwest (one of the most advanced 

region), 58% were very little- and not-familiar with the loan application method and 42% were familiar. 

Similarly, in the southwest region, also one of the most advanced regions, of the 21 MEs surveyed, 

43% were very little- and not-familiar and 57% were familiar. While in the north-central, of 8 MEs 

surveyed, it scores the highest in terms of familiarity with 75%. The worst scoring region is north

extreme with 100% very little- to not-familiar. In the northeast, of 13 MEs surveyed 77% stated that they 

were very little- and not-familiar with the loan application method. Of the 11 MEs surveyed in south

central, 73% were very little- and not-familiar. The southeast ranks second in terms of non familiarity; 

of 13 MEs surveyed, 15% were familiar and 85% were little- and not-familiar. Logically, the three 

industrial regions should have ranked higher than others in terms of familiarity with loan application 

method, respectively the southwest Is at 57%, the northwest is at 42%, and the southeast is at 15% 

only. The north-central region takes the first place in terms of familiarity with loan application method at 

75%, where microentrepreneurs are well-established in livestock, horticultural, and traditional handy 

craft items. However, the overall result of 119 MEs surveyed, only 38% (this is rather on the lower 

side) are familiar with the loan application methods. 

5.3 Problems faced by Microenterprises in getting Loans from Moneylenders 

The preceding chapter discussed the problems faced and perceptions of moneylenders. This chapter, 

highlights the other side of the coin bringing out the problems faced by microenterprises in borrowing 

from moneylenders. 

Based on the survey of 50 units in manufacturing and 69 units in services, the following table 5.3.A has 

been established. It provides statements of problems that are generally faced by borrowers while 

borrowing loan from the moneylenders. 

Table 5.3.A: Difficulties generally faced by borrowers in Yes No 

borrowing from moneylenders PM SR Total PM SR Total 

1 Need to mortgage property against the loan amount 24 39 63 26 30 56 
2 Need for surety from an influential person known to the lender 31 60 91 19 9 28 
3 An agreement to be prepared by the lender as a legal document 49 67 116 1 2 3 
4 Lending is for a short period of time (3- 24 months) 44 62 106 6 7 13 
5 Entire loan amount is released immediately 44 63 107 6 6 12 

6 Mls lend less amount than requested for 14 18 32 36 51 87 
7 Interest is between 24 and150 % per annum 50 69 119 0 0 0 
8 In case of default, Mls readily discusses new schedule of instalments 46 68 114 4 1 5 
9 The whole process of borrowing takes longer than 1 week 0 1 1 50 68 118 
Source: Personal Survey 
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53% of the MEs responded that there is a need for mortgaging property against the loan requested and 

47% responded as not necessary. 76% said that the need for surety from an influential person is 

necessary (if the borrower is not known to the Mls), 24% said that it was not necessary because they 

knew the ML. 98% of the MEs said an agreement is prepared by the Mls as a legal document of 

lending and 2% (all relative of Mls) said it was not necessary. Lending is generally for a shorter period 

ranging between 3 to 24 months as stated by 89% of the MEs, while 11% said that it depends on the 

need and relation with the Mls as loan could be availed for as long as three years. 90% said that the 

entire loan amount is released immediately upon completion of negotiation papers and 10% disagreed. 

Mls lend smaller loan amount than requested for; this statement was contested by 73% and agreed by 

27%. One hundred percent of the MEs stated that the interest rate is between 24% and 150%. 96% of 

the MEs accepted that Mls are ready to discuss repayment schedule in case of default made by the 

borrower, while 4% disagreed. Almost 100% agreed that the whole process of borrowing took them 

less than one-week time. 

The following table 5.3.8 has been developed from the data collected from moneylenders through the 

survey questionnaire, which had three different aspects; amount to be released, number of instalments, 

amounts to be released through number of instalments. The table is established to partly support the 

preceding table and to find out how moneylenders release loan amounts in comparison with the Fls' 

systems. 

Table 5.3.8: Loan amount released by Mls in instalments for different amounts 
No. of instalments 

The above table indicates that those Mls with higher capital for lending disbursed larger amounts in 

one instalment and those with lower capital disbursed also higher amounts but with increasing higher 

number of instalments ranging from more than 1 to 10. 87% of the Mls disbursed less than Nu 

10,000 in one instalment and 13% would take more than 1 but less than 5 instalments to release the 

same amount. 61% of the Mls disbursed amount between Nu 10,000 to Nu 50,000 in a single 

instalment, 26% disbursed it in more than one but less than 5 instalments, and 16% cannot provide 

loans at this range. At a level between Nu 50,000 and Nu 100,000, only 29% of the Mls disbursed 

loans in a single instalment, 22% released it in more than 1 but less than 5 instalments, and 49% do 
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not provide loan at this level. For loan amount above Nu 1 00,000, 16% disburse loans in a single 

instalment, 10% release it in more than 1 but less than 5 instalments, and 7 4% do not provide loan at 

this level. 

Ever after the discussion from the two tables, MEs do not seem to reveal that they have problems, but 

we can deduce that the major problems confronting MEs are high interest rates, short lending periods, 

small amounts of loans that can be accessed at a time, and in a few cases the property papers were 

physically taken over by the Mls. It was also revealed that many Mls lending larger amounts deducted 

the first instalment of interest that would be accrued in the first month of the loan from the principal 

amount. In a few cases, ME borrowers reluctantly said that the interest rates were high, but it was the 

only way that they could get their needs addressed. MEs also spoke on behalf of the Mls saying that 

they have to also make money with money and that they did not regret accessing loans from Mls. In 

few cases, they felt that if the interest rates were lowered (they did not say how much), they would 

remain comfortable with MLs. The surveyors tried to put forth an argument that even then the charges 

of Mls would be a few hundred percent higher than the Fls. The answer that came out spontaneously 

was: 'we need loans often and for relatively short periods. We have heard that it takes a long time to get 

loan from Fls after undergoing various exercises in filling forms, running to authorities for 

documentations required by Fls". They felt that through this exercise even if the loans were received, 

they would have lost lot of their time and money and the purpose for which the loan was accessed may 

already have been no longer valid. 

In two cases, there was evidence that MEs bargained for interest rates from 12% per month to 10% per 

month. In other cases, we learnt that the loan from friends/relatives was always based on bargain. In 

few cases, MEs bargained as much as two and half percent less per month. This could be one reason 

why the interest charged by friends and relatives is around 37%, while the actual Mls interest rates 

averaged at 88% (including friends/relatives). It was also evident that the interest rates charged 

remained different from one individual to another within the same region from the same ML. This is 

already a good evidence that the interest rates are settled after bargain. 

The common problem that both MEs and Mls faced was that the lending/borrowing of loan was 

unethical and wrong in the eyes of the law. The capital of Mls was low and therefore often MEs did not 

get or Mls could not provide the amount MEs required. In the southern part of the country, it was 

discovered that MLs accepted saving from MEs but did not provide any interest; rather they reinvested 

MEs' savings in their business. They rather charged a small fee to keep the money of the MEs secured. 

This means that Mls cannot provide saving and withdrawal facilities to MEs 
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5.4 Preference of Microenterprises to borrow from Moneylenders over Financial 
Institutions 

Fisher (1995) 172 found that the decision of MEs to borrow depended on transaction cost. Therefore, 

they depended on informal financial sources especially the friends/relatives for purchases of assets. In 

Fisher's words, "for many small enterprises applying for formal credit is an innovative act". It is 

because proper documentation can take considerable time and effort when an entrepreneur is not 

familiar with such a procedure. A few of the important reasons like proximity, procedures, relation, and 

most importantly, the quick release of the loans make theMEs to approach Mls. 

Both types of institutions have their positive as well as negative points in the perception of the MEs, 

however, this section discusses the issue of preference in detail. The objective of this chapter is to 

understand why ME borrowers prefer Mls to Fls for loans despite very high interest rates. The study 

will compare whether the problems faced by MEs in relation to accessing crediVIoan from the formal 

financial sector was similar to that of the informal financial sector. The comparison is not made in any 

way to challenge the institutional objectives of the Fls, but to find out why MEs go to Mls for loan 

rather than Fls, and if they preferred Mls over Fls, do they not face any problem in borrowing from 

Mls? 

Two different sets of questions were selected, one for Fls and the other for Mls; both sets of questions 

were predetermined to cross-check each other. The statements that have been listed in table 5.4.A 

below are directly from the survey data collected through the set of questionnaire. They have been laid 

in two parts, as they were determined. Terms strongly agree, agree, indifferent, disagree and strongly 

agree have been used to express the degree of acceptance of the statements. Under these terms, there 

are three columns each, one for production and manufacturing units, second for services units and the 

third is the total column. As stated already in the beginning, different columns are maintained as the 

units in two sectors have different characteristics. 

Preference for moneylender over financial institutes 
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The table above indicates clearly some of the major reasons why MEs borrowers prefer Mls to Fls. 

96% of the MEs agreed (41% strongly agreed and 55% agreed) that there is much documentation 

required with Fls than Mls. Starting with filling of a complex application form (a few Fls have either 

revised or are under process of revising), the borrowers would have to produce collateral and in most 

cases verified by the civil authorities, surety if the collaterals are not adequate, project report or 

valuation of stock balance or statement of accounts. 97% (43% strongly agreed and 54% agreed) of 

the MEs agreed with the statement that it was easier to approach Mls than Fls. Again, 97% of the MEs 

said that release of loan is much faster (less than one week) with Mls than Fls. 64% (two rows 9 & 10 

averaged: 20% strongly agreed, 44% agreed) said that there is a human touch attached with Mls, who 

understand the MEs' needs much better than Fls, while 22% remained indifferent and 14% disagreed 

with the preceding statement. The human touch refers to the person-to-person relation. Fls are entities, 

which do not have human feelings. People employed by Fls could not care less and behave like Mls 

because they would have to follow the prescribed rules and regulations laid down by the entity. On the 

other hand, Mls do not have any rule; they can change or frame one depending on the circumstances. 

They also live in close proximity with borrowers, which the Fls cannot do. Combining the rows 11, 13 

& 14 and averaging them, the result is that 99% (42% strongly agreed and 56% agreed) of the MEs 

agreed that procedures of lending is very simple, less time is required in sanction and disbursement of 

loan and time and money loss is negligible with Mls as compared to Fls. Collateral is a critical factor 

in borrowing from Fls than Mls. 61% of the MEs agreed (both strongly agreed and agreed) that if the 

borrower did not have collateral (mortgage) his/her personal worth (sweat equity, skills & relations) is 

considered for lending (18% remained indifferent and 20% disagreed). This cannot be considered by 

Fls due to their financial norms. Similarly, 96% (averaging rows 3 & 4- 48% strongly agree and 48% 

agree) of the MEs agreed that security/collateral is higher with Fls than Mls and mortgage value of 
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property is more realistically assessed by Mls than Fls. The instalment schedule is more flexible with 

Mls than Fls (92% agreed, both combined strongly agreed and agreed). It was learnt that Mls also 

allow repayment of Nu 10,000 and less in less than five instalments, and further extendable if need be. 

In the first place, to access this small loan amount from Fls would be a futile exercise for ME 

borrowers. In the second place, Mls would be willing to increase the repayment instalments with ease 

and quickly even for borrowers in four digits. Finally, Mls do not go to ME borrowers, as has been a 

general perception: 72% disagreed (averaging strongly disagreed and agreed) that Fls came to MEs for 

credit supply, 10% remained indifferent to the statement, and the rest 18% agreed with the statement. 

The negative side of Mls as compared to Fls are: Mls charge exorbitantly high interest rates ranging 

anywhere between 24 to 150% annually; 94% agreed with the statement, while less than 2% disagreed 

and 4% remained indifferent; The second weakest point is that they hold very limited capital for lending, 

which averages to less than Nu 500,000 per moneylender in the country. 

To further cross-check and complement the preceding table, the following table 5.4.8 based on regions 

has been generated based on the data collected through survey questionnaire. As mentioned at the 

outset, different regions are developed to varying degrees. Terminologies like very frequently, 

frequently, sometimes, rarely, and never have been used in the table to see the frequency of borrowing 

made by MEs from Mls. 

Frequency of borrowing from moneylenders 

or twice a month, Frequently = once in a month to quarter, Sometimes = 
once in two to five and Never = not even once 

Those MEs who very frequently accessed Mls for borrowing are at 13%, frequently at 45%, sometimes 

at 34%, and rarely at 8%. All MEs borrowed from Mls on different frequency on need base for day-to

day business or for seasonal business. From monthly to quarterly, 59% of the MEs borrowed from 

Mls, between quarterly and yearly 79%, and between one year and five years 42% of the MEs 

borrowed from the Mls. 87% of the MEs in the northwest region accessed Mls for loan between one 

and three months. This region is one of the most developed regions and better served by the Fls. In the 
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north-central region, the frequency of borrowing is on a lower frequency, 1 00% accessed Mls between 

three and twelve months. In the southwest, which is also one of the most developed regions, 48% of 

MEs accessed Mls for loan between one month and three months, while 86% accessed between three 

months and one year. 72% of the MEs accessed loans with Mls between one and three months in the 

south-central, while 45% accessed it between three months and one year. In the southeast, 46% of the 

MEs accessed Mls between the frequency of one and three months and 77% accessed Mls between 

quarterly and one year. 15% of the MEs in the northeast accessed Mls for loan between one and three 

months and 95% between three and twelve months. In the north-extreme region, 13% accessed loan 

between one and three months, mostly at later, 75% MEs borrowed from Mls between the frequency 

of three and 12 months. It can be concluded that at one time all MEs access loans from Mls; some 

more frequently, while others at least once in a year. This is a clear indication that if all MEs are served 

by Mls once a year with an average of Nu 1 0,000 each, they are lending out Nu 35 million. Is this 

amount small for a Fl to loan out? 

5.5 Conclusion 

Fls reported in a Kuensel review (2000) 173 that they were facing excess liquidity problems with lack of 

investment opportunities in the country. A way was paved by Rural Saving and Credit Scheme funded 

by I FAD through the National Women Association of Bhutan covering six eastern dzongkhags (Kuensel 

1997)174 but none of the Fls participated in this scheme except the BDFC at a later stage and on its 

own. The recovery rate of the group lending scheme of NWAB was said to be 100% but lacked 

refinance. The efforts of BDFC in microfinance were complemented by UNCDF and SNV through 

refinancing the scheme under the project title Strengthening Capacities for Sustainable Microfinance, 

(Kuensel 1999)175
• In Bhutan, support is required for loan appraisal and market information. There is 

also lack of credit, and access needs to be institutionalised (SNV, Sept. 1999, 5-8)176• 

It was learnt in chapter 2 that a large part of the working capital of MEs is stuck in inventories/stock, 

debtors and others. Therefore, the credit/finance is most acute. Bansal (1992) 177 found that of all 

problems of MEs, the problem of finance is the most acute. It was also learnt that due to the cost factor 

in credit checks, loan processing, and administrative costs, Fls could not serve MEs easily. Fisher 

(1995) found that Fls cannot process loans at a cost that can be covered by interest charges because 

the transaction costs are extremely high. As already discussed in chapter 3, the techniques which Fls 

would have to use for appraisal to provide loans to MEs would be costly to cover their costs from 

interest and therefore Fls try to avoid giving loans to MEs and go for bigger established business. 
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Rhyne & Otero (1994)178 made similar findings that credit checks, loan appraisal, and collateral cannqt 

be used with MEs as project appraisal is too expensive, MEs lack proper records and have no credit 

ratings, and they also lack marketable collateral. Apart from all these, MEs are in most cases family 

owned (in many cases managed by women), for a side income generating activity and they have 

serious time constraints. All these factors require quick loan processing procedures, convenient Fl 

offices, and substitute for formal collateral. Similar findings were mad by Rhyne & Otero (1995) 179 that 

MEs have time and mobility constraint, especially among women, because of household 

responsibilities and suggested that financial offices be located near their places of business, which can 

process transactions quickly. 

From the study, it can be concluded that there is generally less familiarity with loan processing 

formalities with MEs. Unlike with Mls, MEs on the other hand, have no face to face relation with Fls. 

They do not have adequate knowledge about the conditions under which these MEs succeed. Even the 

most industrialised districts have low score on familiarity at an average of 42% for the northwest and 

the southwest. The formal financial system demands collateral at least between 1.5 to 2 times the loan 

amount and the lending process is cumbersome. MEs being mostly family owned lack resources and 

as well time. Even if they have. collateral and time, they may not be able to file the application all by 

themselves. They need assistance to fill the forms and write project proposal. MEs' financial needs are 

quite small, generally between Nu 10,000 and Nu 30,000 for short periods of about three to 12 months 

each time ·they access loans. This is not possible from Fls taking into consideration the time and 

mobility constraints of MEs. Lied holm (1989) 180 made similar findings that short-term finance in quite 

small amounts is the greatest need of small businesses. 

Mls, on the other hand, do not have adequate capital to meet the needs of MEs. Their amounts are 

generally small, which are further limited by a number of releases Mls make to borrowers if Mls lack 

capital at the time of borrowing. In certain cases, if the borrower is not known or request for large sum, 

the Mls may ask for mortgage of property. The interest rate of Mls is exorbitantly high at 88% average. 

The study suggests that within a period of three to twelve months all MEs access loans from Mls with 

a frequency of 59% within three months. As per Don do (1995) 181 , what matters to small businesses is 

the credit availability, with a little processing time and transaction cost is reduced to minimum. High 

interest rates are of little significance to the MEs. The single overriding consideration to MEs is easy 

access to credit. Dando says these are the very reasons why Mls can charge annual interest rates as 

high as 240%. 
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The preference of Mls to Fls in accessing loan is from the decision of MEs based on the following 

factors: time constraints of MEs, high transaction cost and processing formalities with Fls, nearness of 

the MLs, face to face relation with Mls, and lack of collateral if borrowing from Fls. Fisher (1995) 182 

also found that the essence of borrowing decision with small business lies in transaction cost incurred 

by the borrower. For many MEs applying for formal credit is an innovative act. Proper documentation 

can take considerable time and effort when an entrepreneur is not familiar with such procedure. Hence 

many MEs prefer informal loans to finance small purchases of fixed assets and the normal 

requirements of working capital. 

The formal institutes have a huge scope to improve the financial service intermediation. The risk 

aversion table 5.4.C in the appendix indicates that the Fls are willing to take risk, are willing to support 

MEs even without collateral and are willing to use the existing outlets to serve the MEs. What stops 

them from doing so then? It is probably the financial norms, the Fls culture and resistance to change. 

However, to understand the Fls better, let us look closely into this table. 75%· of the ~Is agreed that they 

should work on breakeven for certain categories of loans (e.g. microenterprises), again 75% agreed 

that venture capital to promote microentrepreneurs should be launched, while at both times 25% did 

not know. 50% of the Fls are ready to take chances in high risk projects and the other 50% either did 

not know or disagreed. Interestingly, 100% of Fls agreed that they should use existing outlets or set

ups to reduce their operational costs in financial intermediation to small entrepreneurs. 50% of Fls 

agreed (25% strongly agreed and 25% agreed) that viable projects should be financed even if the 

entrepreneurs do not have collateral except the sweat equity. The third quartile did not know about it 

and the forth quartile disagreed. 
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