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There are two kinds of expansion, one is vertical and another is horizontal. Vertical 
expansion looks at the membership expansion within the working areas of the 
cooperative, but horizontal expansion looks at the membership expansion beyond the 
working areas. Here, it is assumed that membership expansion of SFCLs would lead to 
their business expansion. 

This paper focuses on five models of business expansion, out of which three models 
(Models 1 to 3) fall under the vertical expansion  and two models (Model 4 and 5) fall 
under the horizontal expansion. The following five models for business expansion are 
mentioned. It is also possible that more than one model is chosen for the SFCLs 
depending on a case-to-case development of the expansion strategy. The starting point 
is always to assess whether SFCLs or similar institutions already exist in the same or 
adjoining VDC of the SFCL and develop tailored expansion solutions.  

Model 1: Absorbing Savings and Credit Group into SFCLs 

In this modality the Community Based Savings and Credit Organizations (CBSCOs) 
existed in the operating VDC of SFCLs, are incorporated into the organizational structure 
of SFCLs. Generally, membership size in CBSCOs ranges from 15-50. For the 
simplicity, whatever the size of CBSCOs, they are given the status of SFCL's group. 
However if the CBSCOs want to break into more than one group they are permitted. For 
the representation; CBSCOs having more than 15 members can send two 
representatives in inter group of SFCL. 

Before absorbing CBSCOs into SFCL structure, SFCL management must assess the 
current status of CBSCOs. The CBSCOs with delinquent loan and irregularity in regular 
savings and meetings will not be absorbed into SFCL. 

For the provision of services, all the accumulated savings of CBSCOs is collected in 
SFCL account. All the members of CBSCOs are required to buy at least one share worth 
of Rs 100.   

For a period of six months, CBSCO's members can access loans equal to the share, 
savings and other internal resources they have collected and deposited in SFCLs. 
Beyond six month up to twelve month, the limit will be increased to double of such 
amount if the CBSCO does not have delinquent loan and are regular in savings and 
meetings. After one year the loan limit will be increased up to three times of accumulated 
savings and share amount if the member of CBSCO does not have delinquent loan and 
are regular in savings and meetings. 

In the case where the group members are member in both SFCL and CBSCOs, they 
automatically become member of SFCL.  

At least for 3 years these CBSCOs' members are not eligible to become a 
representatives in the main committee but they can participate in the decision making 
process on their own and in the inter group.  

Model 2: Merging of smaller cooperatives into SFCLs 
According to Nepal's cooperative act, a two-third majority of the members of a 
cooperative can decide to merge with another cooperative. The decision must include 
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the strategy and procedure of merging. Thus, in this model, two-third majority of 
members of small cooperative must decide to amalgamate with SFCL, and SFCL must 
decide to incorporate the small cooperative.  

If another cooperative has a group-based system, the groups will join in respective inter-
group as mentioned in model 1. If it has no group base system, the member residing in 
different clusters should form groups and join in respective inter-group as mentioned in 
model 1. In the case of duplication of membership the same technique is applied as 
mentioned in model 1. 

Executive/main committee of both cooperatives will decide the percentage of their 
participation/representation in the main committee of SFCL.  

Model 3:  Expanding membership beyond small farmers i.e. expanding services to 
other farmers (not so poor and middle level farmers) and entrepreneurs 
residing in the VDC  

As mentioned above, SFCLs are community based cooperatives and most of them are 
operating in rural areas. It is not fair to prohibit some residents in the operating area of a 
SFCL to become a member of the SFCL. There is a lot of demand from non-member to 
become member of SFCL, who need financial services. Moreover the business scope of 
SFCL should be diversified by lending for both farm and off farm activities.  

In this modality, 5 to 7 non-members of particular village/ward having similar economic 
conditions first form a group and apply for membership at inter group level. Inter group in 
the ward will recommend it to main committee. Once they get approval from SFCL 
management, they get group number and the new members can access the full range of 
financial services from SFCLs as per it's policies.  While forming new groups focus will 
be given to increase women membership. 

However, they are allowed to represent as a members of board and other committee 
and subcommittee, but for chairperson they should accomplish at least three years of 
successful membership. 

Only SFCLs that cover at least 75% of small and poor farmers in their VDC are allowed 
to expand their membership beyond non-small farmers.  

Model 4: Expanding branch of SFCL in adjoining VDC's wards where there is no 
Cooperative  

This modality is applied in the situation where there are no SFCLs and other 
cooperatives in the adjoining VDC, and the geographical location of the village allows for 
easy expansion of the SFCL’s business.  

New groups are formed in the new cluster of the adjoining ward of the next village 
development committee. The new groups will become the part of existing adjoining inter 
group to get services from the SFCL. In this way, when five or more wards are covered a 
unit of SFCL will be established in that VDC.  

Experience has shown that women are good clients and manager in microfinance 
program. In the SFCL model also women managed SFCLs have better financial and 
institutional performance than those of male managed or mix-sexed SFCLs. So it is 
emphasized to develop new branch with women members only. 
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Model 5: Expanding branch of the SFCL in adjoining VDC with having existing 
CBOs 

This model is actually not a new modality in itself but rather makes use of existing 
structures of the adjoining VDC. It works as model 4 described above only that the 
existing CBOs, such as savings and credit groups, are transformed into small farmer’s 
groups. Transformation of the group works on the same principles as outlined under 
model 1. 

In the kick off workshop, SFCL will be informed about the performance evaluation criteria 
and asked to select appropriate models to become champion on the competition. Then, 
each participating SFCL will develop their business expansion strategy.   

Required Steps from participating SFCLs 
The following steps may need to follow by participating SFCLs, while implementing 
business expansion in their area: 

• Interaction between board and staff on concept, technique, possibility and need 
of business expansion for SFCL. 

• Amendment of bylaws, policy and organizational structure if necessary 
• Survey and feasibility study and selection of potential areas for business 

expansion 
• Preparation of  Business Plan 
• Preparation of action plan defining clear responsibilities for business expansion 
• Membership education and orientation on SFCL’s services to potential non-

members 
• Formation of groups/ merging of groups 
• Focus only in women and disadvantage members while forming new groups. 
• Provision of innovative services to new members 
• Diversification and design of member friendly financial services.  
• Regular follow up of progress of business expansion 

 
Support from SKBBL, Federation & INCLUDE for participating SFCLs: 
 
SKBB, SFCL federation and INCLUDE may need to provide the following supports for 
the participating SFCLs; 
 

• Support for organizing workshops, trainings on business expansion (area office/ 
Federation/experienced SFCLs) 

• Technical/resource person support for providing orientation to staff and board 
members of SFCL (area office/ Federation/experienced SFCLs) 

• Support for developing Business Plan (if possible) 
• Training on social mobilization, market research and PRA (SKBBL and 

INCLUDE). 
• Support for developing micro enterprises and linking to market (area 

office/federation) 
• Monitoring of business expansion work and provide necessary feedbacks at least 

on half yearly basis. (Mid-term Evaluation) 
 
 

 


