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FOREWORD

Starting and sustaining a business in a country like Nepal is highly challenging. Bureaucratic
complications combined with corruption, political unrest and limited economic freedom does not
provide an encouraging scenario for those in Nepal who choose to base innovation as the foundation
of their business at the cost of very high risks. However, it is the very spirit of entrepreneurship that
has been acting as one of the driving forces in the Nepalese economy despite the innumerous
challenges. In order to achieve higher economic growth, prosperity and higher living standards for
a large population, entrepreneurship is our only practical answer.

Samriddhi, The Prosperity Foundation, since its time of establishment has been very clear on the role
of entrepreneurship in a society like ours. Being an organization that stands for economic freedom,
promoting entrepreneurship is one of the paths the organization has taken in that very pursuit.
Shifting the mindset of the youth from always looking into the traditional job seeking culture to
getting more involved in entrepreneurial activities has been one of the initiatives of the organization.
Arthalaya, school of Economics and Entrepreneurship, is one such program of Samriddhi, where
24 young people in every batch sit for a five day residential school to get practically acquainted
with the ideas of economic freedom, entrepreneurship and issues involved in doing business in
Nepal. The message and the ideas further carried away through various Entrepreneurs Clubs in
the colleges of arthalaya graduates and non-arthalaya graduates have helped further in spreading
the word. Similarly interaction programs like “Last Thursdays with Entrepreneurs” held in Dwarika's
every last Thursday of the English month provide a platform for new and aspiring entrepreneurs to
learn, interact and network with established and successful entrepreneurs.

And this handbook published by Samriddhi is an additional initiative towards enterprise building
in Nepal which can be a very useful and practical guide for aspiring entrepreneurs. Most of an
entrepreneur’s time and money here is spent in seeking and gathering information on the details
about company registration, tax policies and other bureaucratic processes. The handbook contains
that relevant information on pertinent policies and processes, stories of entrepreneurs, tips and
guides on creating a successful enterprise in Nepal and also point of views from experts.

This is simply the first step towards building the spirit of entrepreneurship in Nepal. We know that
the path we've taken is a long and strenuous one. However, the millions of enterprising spirit of
people that we meet everyday, as we head towards our office, keep our spirit going. We hope we
are able to transfer some of that energy on to you. Remember, at the end of the day, its’ all about
innovation and risk!

Happy Reading and we look forward to your comments and feedbacks.

Arpita Nepal
Program Manager
Samriddhi, The Prosperity Foundation

July 2010, Kathmandu.
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@ 3adii-~AaARl doo]
AW BN? ...

gofal 3adii-—1aarit oers 3ol
doli3a Uio Ridbi3q 31RN

@M W qFuRem sfer fvrarar dfeer SR 1&
qfedr a1 I AT A9g J9T T AT SAHT Te ATSAT | gH S-S aTaT
AT SR TS U1 fGrse oA | SR awi Savel Frawal el Hiche!
IET B T F Tt Jeqadaad faerss argar | afvewer fastad
WEES g5 I AU AR GA1 ACH IAIGH @l TIATF AT
Tl T AT IGET A ATAT | AT QTATETPT STEHT TATAHT TSI TSATTeAaTaT
T8 9 989 & gl ASAINqHT aTHIae&d a99d Al | AT dewdd!
FAYTAIE G FHISATET ISTal=e deEd Javday  IJaaerare el
UTUHT TEEH] JATTHT AT Teb Afeh A Ueh TRARB! AT JUTeArae
S AU A9 AT ISTHldeRl | AR {3 Rl fqaro &1
qaTe YA TAT | AT qEaT Jeed UIdl AT WRER afqdr AT ared
EXALTHRI I 98 A I ATH AT AT | SAdT JUTaeTare
A faars a1 SEiFar qrEAee GehRT [Garsae THEl BT Fel s Al
farearg T AT | RS T Vo-c0 AW T & fervd ¥ favaraAr e area
| T IERATHT Feer T TP AN G TIHHRT F T Bl (o TqaehT
EXILT EAIS I AT 9fF dge AT | JeRl IROTH @y qET qud 9
Forep e uf U T ARy 9 wew | A g3 A TedTAR BRU ARBRET
STERSTE T SAfthel ITANT T faeiefiel JaTdesd! g af af |

SATchepl IR ATIHTH STARTH AN A TR H&T TAIdR &l | Ha
TR AT AHGHT FeT g [qra= SATchaed AThS @d &IHT IATaA

www.samriddhi.org 03
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T T a1 AT WiXaleshl TRIEH Fa | Tal WA TSARHT G gl [q9me
foedmd T ASATFEREET FHARTAATRT Hhad Tl GAATH JAATHT Fal
21 %8l oG god T Y0 GEATeE (g gy | WA= ST [T €, A
T gl GEWRIT A Althewd AdeREE S aedl WMUd g T Fal
AL WA TR BT | TGl GHTSTHT TSI F&AT AT T T, STHeATS
THINTF AER 99 9 g7 | e el @de (U T8 FoeAr 90T fouy
feweht emmAT Wenfed SuHeraad ¥ gawwer fair T adr W AT g o
HPRA oo Wbl JTAATAIEE AIHR] ATBRIEEA  TAD] oATH
TS AHRFHT THA JARA T T F q¢ a7 TRERT AfeTprieeed! eI
FATAATS A TSTSH @Ial |, I, AHHIR SHGeIed SN &9 aT e HX
GHE®S, ITARTAATS ATTHaH ITART TR IJATGT IUHT AT S9THT dadared
a7 HaX FREHEEET Gaead] g THHdl IR0 qaarH SAGT TSTHE!
T T

“ ¥ddosl RAfthel Iddes forolT a1G 31T aroT
foreR fGud) Jaoiren 3maRa 3TdaIaiRIe AdeToGl
fGan I gRell I8q 3D & | ,,

AHATE SER AATAA [q9amd Tg Aeed q0d @aA auiR (Medl 78 ¥
T EAH TARAT (A TR @A guR ATRAT U gRg 9T TR
TIE, A T AR ALHNT EEAATHRT A FTATEIART AN Feare 58
ATH B | O A & & A @ IRA] [ THeed aaR U &7
TR Fledd I TP YA | TGHT AT ATHATS UHEH IR I & A
FHIHTHT THA AAAME [qTTRT TATTHLHT TSTHAAT HUSHTS HAR AT
Aifra afguet Aftcad e 9% THEHE Iaa TeT A2 TeAT A7 7T

04 ww.samriddhi.org
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fra sEerRuTaR T g9 Ak | |, I FHRET Sl SR TEAH AT
T T T AT AU ST I AR A Ferdrh Ui g 9= faEw
TTEAIETFEEHThT e TENGG TATTHAATH qARe ATUHT B | AT qiT
TUTETHT 9T TIRT ATTIAT FBISHTSTHT STAATHT T IATAT TAHATS, AT BIER
ST AEES A A e R A | AR e
A A RIfEd qarEHaHl A= AT ANAAT AUH RlER Al FAAR
fgdrarept T faekren @rsar fgider fakig =7 a9 TR fEEders
TEdERT feTR ®ER fAeprsd amsas 9+ 3 |

WA TARAT Afhe®d W= ®IAT TN {d9 HAAE goiel Tee A,
SAN-ATATITA ITARTATS A, TRET AR-THeTel & He @Il dr= (e
TEPT R TUTAT THTSTHT FAT(egATa g TS &5 ATTHT FTAATS TaT + 8T | T
AT e T ATATAAT ATHIT TUHT FAe®eh] ToH AT TEE, TqTEd
el TREETE A a1 STHI-aaTiTel STHRRTATS AT T T899 F I&a | 74T
T & 9 afararsTel W a9RAT AN fad €1g9 waThe "IegdTs W] a1
TATSE TR O AT | 9aT UGaT ATHET TUH I a7 JHfadrg @
fem sraeam geeAl | a= FF T AfeE A1 WifeEd STRArE ATgae qe
GAMHT AT T AT TN g7 | STAFT THRT AT GISUHT @ AT GITTHT
T STH! [aTgesl THAT AT AARHT SA-SET S S G, AN TFIrd ar drcqebl
TAAATIAF TG TaT TEAT AAGTAT AEATT G TeIhl FeTI gvg T ATeIehT
HATIRAT A TR [GFF TR &1 | Tat AT JANT g9 TIaT AR
ATaTH IETEXV fa ITAH &5 | UHIRHT TeoiAT [hard fIT T | T3ar & 4
FAT |IST ¥ AFRAT Y F2T T W@\ | AT AT =g gof fepararg g 9iq
=few &, BIST U =AMe WS | AT AT T (AT ATGTHT TaT AT
TS SRTER Fedcl ST ACTAE RS | AT favgdT IRaT °iel diedrs qi A
qUA g ATIAAE I AT AT | G% ATRS GTEMITET TR HraaTa ool
FAMSHT Alg 9AT | TEAT FTIAT FHA FHBT [T [T T 7

F U AITHAT I ATSHHT AT IAH a7 JaT AAATAEwd FIuraw
SATEAH! ATALAHAT T4, | T&T FCATGAHT ATNT A, 217 T IS(bT ATALAHAT T4
T BT Foog T BT F I BRThT STANT TR a%q AT FAThT SATEH T
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FTAATEEHT ARG THE & T AT (AT ATfed ITeeel A10T &1 | Siree arad
qTET, AW AT SATAT ¥ ISAead e R H Uger SHHI-Aadrder AT
% a1 Far FoeAT faarra fawr iy 7 e e af femmra wfw we

I I B THEE HE IR
BT 7 81 IR aEeE@d grAl
TER  Afeh-afehedl AT @AY
JERT @ierd ATHHT, qarg ¥ A1fdes
g T e arET wfaareEarg
TR ATHF FREETHT FTH ITH
WSS, q5F A [ARHTRT
A e a1 AT FEAAERIATS fhe
A TASS AT A HBE QAT
ATORTNTF FE & | dX AT BT
F g9 ST, 9w ¥ O g
T AT FaATHl IATET gad | AT A
FEIH ITAN T & a1 ATl
IATEHHT AT IeHA AAfeheeadr
AALIHAT T5@, | FITer STmest Arer
FARETE HO fAuRr qSAT =TS
fal et @ a1 FaTeh! IcaTeT T
SEH IBTITIEE, | TSAHAT AT T
A HAT JUATHIEE [hIAIaUAT T
& e Uy | FAA TNRAT §
UCTARCIED df‘“quéﬁ_’” 3l SHIA
TR AL AT FATHN T TR
AT a1 e IAAls  IrqedTad
TG | AERHAT ATthesd  Hal

31 3TURTE AAdAd
622 31d IRDRA
cAfth- cAfthd) 31001
JRR Jaar Jleo
SITHAT, RAAARA I
3nfid qfg arel oietan
3ol AFARAR TS
dogd AT 3MTrail
DR MG BIHA ol
Riugionbd di axq ar
Jar AR OGS
fdbool dTE=T Tel3Ea ool
IRl BRI GRrell
3NMRIfE® B 8l

o TEBA, F-FEAT AE(Ew® ®ASITG] T TAATH! ATFH AATFHT IcATEA
TTHT T AT FaTE TRUHT YATE® TARGRT GIaT (eRFHT TZhbbT FQATCHT Bl

06 |
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STERIEE Bl | (A U ASARH] Afchesed T (MU JHHarel J= TET
FE A1 HAT IR W, A TSRAT died qhd U A9 q=T TR ¢ | FIh
RS IATAAHT THATH AHA Tbl SElSl aarsd IAN HH: A J9TH
FUHT-HFAHET & T STARRIS &S ®UHT IATGTH Jfg T4 SAiaT FIh
HIIRTST AR @HIT SITAURT BT aAr3d IAN Aleed HICHbb ATLATH
QRTHHT G | FIH AT AHNHTAT TR LT AT FANTATE el
ST T ATt FfeTor iiearer T faRanfad T8 @ | J%aT @l IaTeRIEE ardl
eS| ATHT IoaTed a1 qar st &t fpfafad aeiaar se 990 oar
A Ficbrg | Fafa, Afhel SATEaH ISSH Fa &THAT START ARH AT
FET afT AT AT AfTRT B |

“ IRl ferakor, a1k d < et diad AIset
Ui, Aodfotd [dpRI, ATHISID =AR—ID] SITddl
IRPRA 3ifd Sifd =Afcbd Risloriicidiens
AIG AXDRD! HfoIDI d6l3a o, di di aUEE

€oll d @ 9bol abol ARd §a IISIBdI &l

S TF I A, HH T GSih] AAAH ASAeiAqrE T STHNT TR SASAAT
fora @ a%q a1 Yarel JaaTEd X, Al O IR AAqAe Al @ | I I
FUAT T BT TMRET AA AEeT3 aAich Abi 290 T qUHAT [qepiad Ieeea
fqEaHd T QO | FFA® TREl AR, ARa T g dreel @red 9,
AT fepTRT T T ATHINAH ~ATAHT ATHHAT T e hebl [T eiIedrars
HIE TXHHT AfHFT TETSS o, o IUE® ovl T & FAHA TR &4 Teahl
Bl | ST ATST I aRAAEY fd, SHeH SATAT I TSR AT, Toirehl
=TS 9 aRATET [qR @d SISRAT FaA il @RE T7 a&d a1 JaTehl
ITEA T F I & FIT 8l 7

(T& TF T T G FTAT AT PSR ST, AT =S AATAdT T et ggra)

www.samriddhi.org 01
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What’s your twi\t?

by Ashutosh Tiwari

any entrepreneurs and would-be entrepreneurs come to
me with questions. They hope that I will provide some
easy answers with a pat on their back. Often, I can offer neither
easy answers nor pats on the back. Sometimes, [ hope that in the
course of our back-and-forth conversations, I can at least make

them think differently about their own questions.

AsTlook back upon my years of working with entrepreneurs, I have found that these five
questions have been the most frequently asked by different entrepreneurs in different
places at various times.

01) Is being an entrepreneur like being a risk taker?

My answer: No. If you like to take risks, go climb Mt. Everest or go sky-diving.
[ wish you success. In the business world, where you may have to use other people’s
money to finance your business, the phrase “risk taker” is a double-edged sword.
Investors like to minimize risks

so that they can happily grow

THE PH RASE their money. That's why if you, as

a first-time entrepreneur, come

across as a risk-taking person,

a4 1 {4
RISK TAKER IS most investors, banks and even

your friends and relatives wil

not want to do anything with your

A DOUBLE - EDGED business’s financing needs. Sure,
they will be nice and polite to

Swo RD you. But they are likely to not fund

your business for the fear that

their money will not be returned.

Keeping this in mind, do your homework carefully. Think of yourself as someone who
is aware of all the risks associated with what you are planning to do, and then learn

www.samriddhi.org 09
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to sensibly explain how you can minimize those risks in the course of your business.
Viewed this way, first-time entrepreneurs need not be risk-takers. They need to think of

themselves as risk-minimizers, and present themselves as such.

02) If that’s true, then, how do entrepreneurs bring out new goods and
services to the market?

My answer: Most successful entrepreneurs do not bring out goods and services that
are completely new to the market. They bring out a slight variation of what's already
available in the market. There’s a reason for this. Often, customers do not understand
these completely new goods and services in the beginning.

OFTEN VERY COSTLY FOR MOST
FIRST-TIME ENTREPRENEURS. IN
NEPAL, I'VE SEEN THOSE WITH
COMPLETELY NEW PRODUCTS
AND SERVICES NOT SUCCEEDING
(BECAUSE THEY WERE EXHAUSTED
BY HAVING TO EXPLAIN
THEMSELVES AGAIN AND AGAIN TO , ,

THE MARKET).

‘ ‘ EDUCATING THE MARKET IS

When that misunderstanding happens, there’s a danger that entrepreneurs may spend
all their time and money educating the market about what their new products and
services are. Educating the market is often very costly for most first-time entrepreneurs.
In Nepal, I've seen those with completely new products and services not succeeding
(because they were exhausted by having to explain themselves again and again to
the market). But those who are second- or third-mover with the same products and
services succeed because, for them, the first person has educated the market! Don't be

a martyr for your second-mover!

That is why, as a first-time entrepreneur, you want to be in a business in which there

10 ww.samriddhi.org
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already are competitors, and in which customers are looking for a slightly new twist
to what's being offered to them. Your entrepreneurial success rests on finding and

developing that twist for which customers are likely to pay money.
03) But wouldn’t entering an industry with competitors be difficult?

My answer: Yes. Butit's easier than entering a market with no competitor where you will
have to educate the customers about what you sell. Still, let's see this through an example.
TherearemanyrestaurantsinKathmandu.

But that competitive landscape has not DIFFE RE NT

stopped entrepreneurs from opening

up new restaurants which exploit the CUSTOMERS PAY

advantages of new locations or new

menus or new kinds of services. DIFFE RE NTLY FOR
Besides, entering a competitive industry THE DIFFE RENCE

means that your suppliers and customers

generally know what you are about, THAT THEY

and that you do not have to spend your

money starting everything from scratch, PE Rc E IVE I N

thereby exhausting your limited attention
and limited capital. VALUE

So the point is not to have competitors, but to have them so that you can think and work
hard on what different value you can offer to customers. At the end of the day, different
customers pay differently for the difference that they perceive in value.

4. But how can one maintain one’s difference if s/he enters an industry
with a new twist when there already are competitors?

My answer: It won't be easy. It will require a lot of hard work. But this is when you try to
create what billionaire Warren Buffet calls a moat around your business. This is when,
you ask yourself: What's one thing about my service or product that’s different from my
competitors? Price? Service? Quality? Design? Location? Additional useful features? A
list of A-class customers? Follow-up service? A growing population of customers? This
“moat” or this difference is something that you will have to figure out for yourself as

www.samriddhi.org 11
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in what makes you sufficiently unique enough in the known industry for customers to
choose you over your competitors.

5. This is all nice, but this is not how Bill Gates or Steve Jobs started
their companies.

My answer: Sure. But by all accounts, Bill Gates and Steve Jobs are extreme outliers.
What they did is so hard to copy that that's one reason why there is no second Microsoft
or second Apple anywhere in the world. With that evidence, let’s not generalize lessons
for us all from how well outliers do.

WHAT'S ONE THING ABOUT MY
SERVICE OR PRODUCT

THAT'S DIFFERENT FROM MY

COMPETITORS?

Even if you are absolutely convinced that God put you on this planet to be
Nepal's Bill Gates or Steve Jobs, my suggestion is still that you aim for long-time
success by first sticking to building up a successful track record as an entrepreneur
who minimizes risks, who enters a known industry with a new twist so that you can offer
something of value to customers while making your product different from that of your
competitors.®

(Ashutosh Tiwari is a columnist at "Nepali Times" weekly and is a founder of "Entrepreneurs for Nepal".)

12 www.Samriddhi.org
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1S 3faPR®Y Iddesidl

1. fiasier 3Rt

fawemaw !

@ IASFP Al IO (virtue) BT | AR
re’lﬂmmﬂfwmﬁﬁﬁwqustsociety)
BT TTIAT T &7 | T 9 FRaw] T ATATH grgal
TSR YT THBATRT [TTITHT il T BT ArAR A AT ATATHEE Brl
T THT Ao AT e = QoA ST | T T3 a1 AT e b STeTESTe AT b T TaT
TSI, AT T A1fdes =TT SURATAT ATe faud g9 | USer 9%, Vg
T A I AT AT ASHIAe ARl A qaTe qgq faed
HVATH T TUH BTH AATAS [AFUeRT qTS & | A Ay AT Ffaard o
T GRRATAT TSATE ATIFT QAT AGF AT ATHIAER AT fAwH
TR gaha T faemiane g aEeas g | 1

AqIiE =TT i dfaeR 9T Taedre e &1 R A1 afaerRars St
HTHRAT T AT AR HifeTr Fepept &IAT fefgg; | AT Aferepreadr gearafae
R T ITH RARATE TXHRATIH AHRarare ¥eh Tt T ATHRAT 5H,
Frfd qar IAEAET MY g 9edT IS | J9ae USdl SAdehedHA
@A (ATHMHR) JaTS (economically free society) €ATIHT ™ Hegd T |

AT 59 (AT AT enfe waean saierd fawa & 1 anfde w@derar
GAT TR ¥ IIRHGT AITAHT AT 0 21 | A AR, FASTH AT ST
U TSI T, IIFET T a1 F THREBT AT a7 AR T qg Tl

1 geqa weram A afueR T EderaTEEdT arEr A IEH T ATIAF T AAAAF ATAR
AT == TR B |

?WSWWW?WWFWWWWawWW yTfde AT
STETRT ATHHR TAT TAAATATS I AGHT TART TRUHT 3 |

www.samriddhi.org 13
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AT AT H TATAATERT [ATT A | AT TeGHT TRl ATTdeh AT JIaehl ATHT
Wwﬁwaﬁ%mﬁm&maﬂw?m«w JUFIT 9 9T3H
AIPR TH FEHAT AT TTRUH §75 | THAT ISl F=ared T4 Afharg A
T A @fed ATharHT ATaFRes THEL TUH 7oA |

geal qHY faeradr it qur Efaurd dfae Eaedren aRRasEedrs
Tl s aFd Jaarqd TR T8 9 ATEEE I&T ATH G | G
T AfTePRe®d! GauTaeh FATIT TaT lTTTeedT Th THRET (90T &,
STEHT GRETTHT AT GIqag g AT & |

I RRAD! 3Uaiial Jrel Ur3al 3ifEdR IR
AoGHAT UcATd IRTDI ota | ,,

faferespr oo, GETaeRT AfdPR, TERIATET AT, ATRARE T AET Gl
a9, A% G, TSR qoT AoAide [EhThl Aol aedes AT
FAAATET I a7 AT BIH] TATHT a0 g |

3nf3fap Fud IadoA AATIH

ATIF =TT TAT AR T AT AT FTHT T TSI FATIAT T
B | IET FHIS Sl ANees AThe Asiehl AR, UL, AT qoa1 IUNT
AT T, AT I, FaErd TAT IANTHT T T T AR ATl IcdTad
T A Eral | IAEwbl q&T =EATels Asae QU FIE JaT T & |
AT THTS el ATl #TH, I T TEqEwR! AT TRATAT T FAATHATATS
T T HIE Y3 RHl &7 |

14 www.Samriddhi.org
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ATYF ETHT GAT T WA AT [FTHIOT T TR SATchep! ATIEF AR T9T
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Entrepreneurs' Kit

ENTREPRENEURS' KIT

Introduction

nformationis the key to making all kinds of complicated processes in businesses simple.
Taking a business idea forward in an institutional manner and making it formal and
legal is a challenging job for entrepreneurs in Nepal. According to World Bank's "Doing
Business 2010" report, it takes 31 days to just start up a business in Nepal. In this context,
having information and
knowledge about taxes,
registration proceduresand
formalities, other policies

and available supports ACCOl’dll’lg tO WOl’ld

and networks can be very

valuable. This information P A | D -

will not only save money, Bank S OIng
time and energy on the part . "
of entrepreneurs but will BuSIness 2 0 1 0
also save a lot of frustration

while going  through .

the long bureaucratic ]_'ep O]:"t’ 11: 'takes 3 1
procedures in registering

and establishingabusiness.

This entrepreneurs kit da-Ys to JuSt Sta-r t

provided here gives an

introductory  idea  on up a buSiness in

various business network

supports ,company

registration procedures and N ep al

required documents, tax
systems and policies and
various trade organizations
in Nepal.
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Business Networks

Support in Nepal

tarting a business and being successful in it is requires much more than having

an innovative idea. Every entrepreneur should be aware of the environment s/

he is working in because business in not done in isolation. Being a part of the
network circle and learning about the environment and support available could be one
of the major factors in determining the success of any business. In the Nepalese context,
very few platforms exist when it comes to rendering support and help to aspiring
entrepreneurs who need a lot of encouragement and guidance at the starting up phase.
No matter how strong the product or service, without proper network and support, it
cannot flourish. The organizations, forums and network mentioned below offer different
kinds of support and opportunities to network which could be helpful for aspiring and
established entrepreneurs.

The Nepalese Young Entrepreneurs’ Forum (NYEF)

NEYF is a membership based nonprofit NYEF PROMOTES
organization established with an aim of creating ENTREPRENEURIAL
outstanding entrepreneurs through idea exchange, MINDSET AND A
fellowships, education, training and advocacy

SHARED VISION

among the Nepali youth. The forum was officially

instituted by the FNCCI in September 26, 2003 THROUGH AN

as a National Youth Business Forum. NYEF brings EFFECTIVE AND MUCH

together young entrepreneurs within the country. .
. . NEEDED NETWORKING

It promotes entrepreneurial mindset and a shared

vision through an effective and much needed OF YOUNG
networking of young entrepreneurs. ENTREPRENEURS

NYEF provides its member’s access to a dynamic network of peers on a national level.
The forum provides young entrepreneurs with opportunities for an open dialogue and

exchange of views to learn about different business opportunities, to discuss how to

www.samriddhi.org 25




a handbook for aspiring entrepreneurs

Towards Enterprise Building in Nepal (Vol. II)

improve the environment for business and to achieve closer cooperation for the future.
NYEF as a forum also advocates issues and concerns of the business community,
especially those faced by young entrepreneurs. The forum seeks to develop positive
attitude towards enterprises and businesses by educating the masses about the benefits

of an enterprise based free market economy.

For more details log on to: http://www.nyef.org.np/
Non-Resident Nepali (NRN)

The term NRN refers to Nepalese irrespective of their nationality (citizenship) living
outside of Nepal. The Non-Resident Nepali Association was instituted to represent the
Interests, concerns and commitment of all NRNs and to encourage their involvement in
the economic and social life of Nepal. For practical purposes Nepalese citizens living
outside of the SAARC member countries are considered NRNs and come under the told
of NRNA.

Nepalese citizens living outside of the SAARC
member countries are considered NRNs

The NRNA came into existence at the first Non- Resident Nepali Conference held
on 11-14 October 2003 where the assembled delegates decided to join their hands
together to create a common institution of Nepalis residing outside of Nepal. NRNA is a
global network of Nepalis associations and is committed to streamline their energy and
resources for the transformation of Nepali society. From the nationality point of view both

Nepali nationals and foreign nationals of Nepali origin are regarded as NRNSs.

For more details log on to: http://www.nrn.org.np/nrna/intro.php
Business Incubation Initiative In Nepal

The aim of the incubation project is to prepare business plan for the establishment and
operation of Business Incubator Initiative in Nepal. The objective of the initiative is to
‘convert Job-Seekers into Job-Creators’ in the country. The incubation initiative was
initially focused on:
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it builds the network of academics, businesses,
professionals, financers, and managers for
nurturing the economic growth of Nepal

* Encouraging young graduates with idea, information and innovation (31) and to
enable them to convert it to successful product & services by using technology.

 Fostering Micro Enterprises (MEs) and Small and Medium Enterprises (SMEs)
to enhance their efficiency, productivity and market reach through the education
of information & communication technology.

* Enhancing the capabilities of enterprises that are under ‘growth trap’ to
reach new markets with improved process and information & communication
technology.

» Facilitating entrepreneurs in rural sector and Enhancing efficiency, productivity
and market reach of SMEs & MEs.

The concept is to build the network of academics, businesses, professionals, financers,
and managers for nurturing the economic growth of Nepal through Innovation and
information & communication technology.

For more details log on to: http://www.incubation.org.np/

Nepal Youth Business Foundation (NYBF)

NYBF is inspired and modeled under the Prince of Wales Youth Business International
(YBI) in UK. With a vision to address the critical issue of youth unemployment,
NYEF with support of FNCCI initiated this program. NYBF is committed to promote
entrepreneurship development among under privileged and disadvantaged youth by
developing their business ideas into viable enterprises under the guidance of a mentor.

NYBF uniqueness has been its integral element of mentoring, which has fostered bonds
beyond business between the youngsters and their mentors.

For more details log on to: http://www.nyef.org.np/about-nybf.html
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Documents Required for
Company Registration

aking a business ahead in an institutional way requires a lot of administrative work.

In a very bureaucratic system like Nepal, the long and complicated processes
involved in company registration can be full of hassle and that might highly discourage
the entrepreneurs as a huge amount of their productive time can be wasted in paper
works only. Often, the lack of information is at the root of all worries involved in company
registration. Hence, the information provided below will provide a basic idea on the
documents required in company registration for different kinds of businesses which in

turn can save a lot of time, money and energy for an entrepreneur.

The person or people willing to register their company should present the following
documents in the office of the company registrar.

* An application in the format as per the ‘ANUSUCHI I’ along with a 5 rupees
stamp attached to it.

» Two copies of ‘PRABANDHA PATRA’ (Article of Association) in the format as
per 'ANUSUCHI 2'.

» Two copies of 'NIYAMAWALI' (Article of Memorandum) in the format as per
‘ANUSUCHI 3.

+ Attested copies of the citizenship certificates of the founder shareholders.

* In case of a public company, a copy of the agreement made among the
founder members before the establishment of the company.

 In case of a private company, a copy of the mutual agreement (if any).

« If the founder company is a Nepali registered company, a copy of the
company registration certificate, and a copy of the decision of the
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managing committee regarding details of the investment to be made upon
the aspiring company, as well as the name and a copy of the citizenship
certificate of the person representing the founding company.

Additional documents required for Company Registration by foreigner:
A foreigner can also establish a company by receiving permission according to the
act for establishing a company by investing within the kingdom of Nepal with the aim

of profit making such a foreigner should present the following additional documents
besides the ones mentioned above.

‘ ‘ A foreigner can also establish a
company by receiving permission
according to the act for establishing a
company by investing within Nepal with
the aim of profit making , ,

* A copy of the permit received from the concerned body to invest within
Nepal according the existing rules.

* In case of Industrial Company with joint investment, a copy of the joint-

Investment agreement issued and registered by the department of industries.

In case of the foreigner being a single person, an attested copy of his
passport, and in case of the foreigner being a company (legal body), an
attested copy of the company registration certificate and a copy of the
decision regarding details of the investment to be made upon the aspiring
company by the founder and an attested copy of the passport of the person
representing the founder company.

After having prepared the documents as mentioned above, the next step is to present
the documents.
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Things to be considered while presenting the documents
for company registration:

While presenting the above mentioned documents to the office of the company registrar

for the registration of the company, the following things should be considered:

* In case of a private company, there can be at least one and at most 50 founders.
In case of a public company, there should be at least seven founder shareholders.
But if a public company is establishing another public company, there is no need

of seven founders.

» The ‘PRABHANDA PATRA’ (Article of Memorandum) and the ‘NIYAMAWALI’

(Article of Association) should be prepared in clear and correct Nepali

language.

« All the founder shareholders should sign at the bottom of each page of the
‘PRABHANDA PATRA’ and ‘NIYAMAWALI’. In the last page of the ‘PRABHANDA
PATRA’ and the ‘NIYAMAWALI , the full name, address, number of shares agreed
upon for buying and the signature of the founder shareholders as well as the full
name, address and signature of one witness each for a shareholder should be
included. In the end page of the ‘PRABHANDA PATRA' and the ‘NIYAMAWALLI’, the
name, registration number and signature of the legal-professional or chartered
accountant preparing the ‘PRABHANDA PATRA’ and the 'NIYAMAWALI’ should
be included along with the date of preparation.

Company Registration:

If circumstances to reject the company registration do not exist, the registrar decides to
register the company. Then, the founders are notified to pay the registration charge and
collect he certificate. If the company registration fee, which depends on the company’s
registered capital (according to the index 21) is up to Rs.5,000 the payment is made
in the accounts section of the office itself. Otherwise the amount should be deposited
at the Nepal Rastra Bank, Banking Office, Thapathali, Kathmandu or in a branch of the
commercial bank permitted by Nepal Rastra Bank, in the ‘RAJASWA' account number
1-1-05-10. Then two copies of the voucher should be submitted in the accounts section of
the office of the company registrar, and the receipt should be presented in the registration
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section. After this, the company registration certificate (according to the index 5) and one
copy of each (approved and signed by CRO Officer) of the 'PRABHANDA PATRA' and the

‘ ‘ If circumstances to reject the company
registration do not exist, the registrar

decides to register the company. , ,

‘NIYAMAWALI presented by the founders are provided to the founders. After the
company has been so registered, the company comes into existence and it can carry
out the necessary activities to achieve the goals mentioned in the 'PRABHANDA PATRA’

by staying within the conditions of registration. ®
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What is PAN ?

(Permanent Account Number)

Perma:nent Account Number (PAN) is an unique identification number, issued to
all the taxpayers throughout Nepal. PAN is allotted only once in the lifetime of a
taxpayer. It never changes. PAN becomes necessary for computer data processing of

taxpayer s information.
Following persons must obtain PAN :

1. Citizens engaged in business (commercial transaction) registering or without

registering firm and who have to pay income tax or VAT,

2. Partnership Firm, Company and Organization engaged in commercial

transaction who have to pay income tax or VAT.

3. All organization deducting tax at source.
How do you get PAN ?

Collect the application form from concerned Inland Revenue Office (IRO). You can
also download the forms online at http://www.ird.gov.np. There are three different
application forms that differ according to the taxpayer type:

1. Individual

2. Partnership Firm, Private Limited Company, Public Limited Company,
Corporation, Others

3. Tax Deduction at Source (TDS)

Fill in the application form and submit the application to the concerned IRO.
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The individual who wants to register a proprietorship firm or any partner of a partnership
firm or the CEO of a limited company/corporation should visit the IRO in order to
process the application. If you come to register for partmership firm, limited company,
corporation, and others, you may send a representative giving authority by filling in
and signing the Power of Attorney form. The power of attorney must be produced to
the tax officer of the IRO's Tax payer service section at the time of application. The
representative must produce his citizenship card.

Submit the application form and all necessary documents as mentioned below to the

IRO and follow the instructions given by the IRO officials.
Which Documents mustbe submitted when obtaining PAN ?
Applicants for new registration

1. Application form.

2. Copy of the citizenship certificate of the individual or of the partner who signs
the application for partnership firms or the person who signs the application

form for limited companies/corporations.
3. Copy of the company/firm registration certificate.

4. Two passport size photo of the individual or of the partner who signs the
application for partnership firms or the person who signs the application form

for limited companies/corporations.
5. Hand drawn sketch of the business location of the applicant.

6. Power of attorney in case a representative is sent to the IRO for registration
(except for applicants registering as individual).

Applicants for re-registration

1. Application form.

2. Copy of citizenship certificate.
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3. Copy of the firm/company registration certificate.
4. Recommendation letter from local FNCCI or concerned association.
5. Two (preferably black& white) passport size photo of the individual or of the
partner who signs the application for parmership firms or the person who signs
the application form for limited companies/corporations.
6. Hand drawn sketch of the business location of the applicant.
7. Power of attorney in case a representative is sent.
Where to apply ?
Registration form should be submitted to the concerned Inland Revenue Office (IRO).
When to apply ?

As soon as the liability is created to pay income tax or VAT by running the business. ®

Source: http://www.ird.gov.np/information.php?c=PAN
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Tax Policy of Nepal

he Income Tax Act, 1962 was replaced by income Tax Act, 1974, which was
amended for eight times and existed for a period of 28 years. The New Income
Tax Act, 2058 became effective from Chaitra 19, 2058 (01, April 2002). The Act

governs all income tax matters.

* The tax is imposed and calculated for an income year. The income year
corresponds with Government's Fiscal Year, 1.e., the period from the start of
Shrawan of a year to the end of Ashad of the following year (mid-July to mid-

July).

*» The taxable income of a resident individual and family for an income-year will

be taxed at the following rates:

* For individual Rs. 1,15, 000 not taxable
* For family Rs. 1,40,000 not taxable

On taxable income

Income upto Rs 75,000 beyond the exemption amount, 15%

On all further incomes beyond taxable income of Rs. 75,000, 25%
* The tax for individuals conducting small businesses in the Metropolitan or
Sub-Metropolitans, Municipalities and anywhere else in Nepal shall be taxed

amounting Rs 2,000 Rs. 1,500 and Rs.1, 000 respectively.

* The taxable income of a non-resident individual is taxed at the rate of 25
percent.

» The taxable income of a bank, or financial institution, or general insurance
business, or an entity conducting petroleum work under Petroleum Act, 2040 for
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an income-year is taxed at the rate of 30 percent.

» The taxable Income derived by an entity engaged in an industrial enterprise
or from operating any road, bridge, tunnel, ropeway, or flying bridge constructed
by the entity or any trolley bus, or tram manufactured by the entity will be taxed

at the rate of 20 percent.

» The taxable income of an entity engaged in power generation, transmission, or
distribution is taxed at the rate of 20 percent.

* The repatriated income of a foreign permanent establishment of a non-resident
person situated in Nepal will be taxed at the rate of 10 percent.

* The taxable income of a non-resident person deriving income from providing
shipping, air transport or telecommunication services in Nepal will be taxed at

the rate of 5 percent.

+ All industrial establishments accepted as industry by Industrial Enterprise Act
(except alcohol & tobacco based units) will be charged 20%.

+ An agricultural income derived from sources in Nepal during an income-year
by a person, other than the income from an agriculture business derived by a
registered firm, or company, or partnership, or a corporate body, or through
the land above the land holding ceiling as prescribed in the Land Act, 2021, is

exempt from income tax.

* Incomes derived by cooperative societies, registered under Cooperative Act,
2048 (1991), from business mainly based on agriculture and forest products
such as sericulture and silk production, horticulture and fruit processing,
animal husbandry, diary industries, poultry farming, fishery, tea gardening and
processing, coffee farming and processing, herbiculture and herb processing,
vegetable seeds farming, bee-keeping, honey production, rubber farming,
floriculture and production and forestry related business such as lease-hold
forestry, agro-forestry, cold storage established for the storage of vegetables and
business of agricultural seeds, insecticide, fertilizer and agricultural tools (other

than machine operated)and rural community based saving & credit cooperatives
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are exempt from tax. Dividends distributed by such societies are also exempt

from tax.

» Unrelieved business losses of previous 4 years are allowed to carry forward.

* In case of electricity projects involving in building power station, generating
and transmitting electricity and the projects conducted by any entity so as to
build public infrastructure, own, operate and transfer to the Nepal Government,

any unrelieved loss of the previous seven years are allowed to carry forward.

« If a person incurs a loss for an income-year from any banking business, the
person may carry back the loss and deduct it in calculating the income from the
business for any of the five preceding income-years.

+ A resident natural person and a resident spouse of the person may, by notice in

writing, elect to be treated as a single individual for a particular income-year.

» Each spouse of a couple making an election as above with respect to an income-
year is jointly and severally liable with the other spouse for any tax payable by
the couple for the year.

* Every taxpayer is required to maintain, in Nepal and in Nepali language,
documents as prescribed by the Department, which are necessary to explain
information to be provided in a return, enable an accurate determination of the
tax payable and substantiate deductions and outgoings. The documents must be
retained for at least 5 years after the end of the income year to which they are
relevant. If the documents are not in Nepali, the taxpayer may be requested to
provide at his expense a translation by an approved translator.

* In general, every taxpayer will file a signed return of income not later than 3
months after the end of each income year.

* In order to avoid the double taxation on incomes of foreign investors, the
agreement for the same have been concluded with India, Norway, Thailand, Sri

Lanka, Mauritius, Austria, Pakistan, China and Korea.
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Value Added Tax (VAT)

The Value Added Tax (VAT) is a broad based tax. It is a modern tax system intended,

when fully operational, to improve the collection of taxes, to increase efficiency and to

lessen tax evasion. VAT will replace the existing Sales Tax, the Contract Tax, the Hotel

Tax and the Entertainment Tax. It has been designed to collect the same revenue as the

four taxes it replaces.

40

» VAT is levied at a single rate of 13 percent. In certain cases, the rate may be

zero and certain goods and services are exempted from VAT.

* Value Added Tax is collected at every stage of selling goods and services.

» Exports of taxable goods are zero rated.

* VAT Registration is required for any business whose with annual taxable sales of
more than Rs. 20,00,000. However, all firms conducting business in Metropolitan,
Sub-Metropolitans or Municipalities related to hardware, sanitary, furniture,
fixture, furnishing, electrical and marble should be compulsory registered in VAT

office.

+ A firm registered with the VAT Office may claim credit on tax paid on inputs /

purchases.

» The VAT Act, Schedule Ilists imports items which are tax-exempt. Some of these
include: prescription drugs, basic groceries, medical devices and agricultural
products. Most imports, however, are fully taxable at the time of importation.

» The VAT on imported goods is collected by Customs. It is calculated on the
duty paid value of the goods. The value for the duty of the goods is determined

in accordance with the valuation provisions contained in the Customs Act.

» The obligations of VAT registrants are required to pay VAT on or before the
25th day following the end of each month, provide their customers with a tax
invoice , maintain records ,keep their VAT records for a period of 6 years ,advise
the VAT Office of changes to the business such a new address, telephone number
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or a reorganization of a partnership ,post their Certificate of Registration where
customers may observe it, and allow tax officers to enter the business to examine

the business records and the stock on hand.

» Tax Officers may grant permission for a VAT registrant to issue an abbreviated
invoice for retail sales below the value of Rs. 5000. An abbreviated invoice does

not require the name and address of the purchaser.
* A registrant will make his VAT payment at a bank where he will receive a
voucher number as proof of payment. This number is to be entered on his VAT

return and ‘submitted within 25 days of the end of the proceeding month. @

Source: http://www.nepalchamber.org/policies/incometax.php (accessed on feb 10, 2010)
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Trade Associations

Federation of Nepalese Chambers of Commerce and Industry (FNCCI) | Nepal
Association of Tour & Travel Agents (NATTA) | Central Carpet Industries Association
(CCIA) | Trekking Agencies' Association of Nepal (TAAN) | Institute of Chartered
Accountants of Nepal (ICAN) | Computer Association of Nepal (CAN)

Aisociaﬁons exist in almost all kinds of trades. From hotels to transport industry to
ome based workers, trade associations are formed with different objectives. In
many instances, the associations are there to influence public policies in their direction,
to develop a network, discuss pertinent issues and seek solutions for problems together.
It is helpful for aspiring entrepreneurs to know about those associations that are existent
in his/her sector or area of interest for information, network and support purposes. Here

is a brief introduction to some associations in different trades in Nepal.

Federation of Nepalese Chambers of Commmerce
and Industry (FNCCI)

FNCCI is an umbrella organisation FNCCI

of the Nepalese private sector. It was e °
cpaese e . provides, inter
established in 1965 with the aim of

promoting business and industry while d li d ’ i n fO rm ati on ’
protecting the rights and interests of a dv-i sory, consu It at-i ve,

business and industrial communities,

FNCCI has been playing a key role pr0m0t10nal and

in promoting business and industry representative

%n the c?untry It Prov1des, Inter élla, SerVi ces tO busin ess
information, advisory, consultative,

promotional ~ and  representative and govern ment and
services to business and government organi ses training /
and organises training / workshop / o

seminar on a regular basis. WorkShop / seminaron

a regular basis.

For more details log on to: www.fncci.org
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Nepal Association Of Tour & Travel Agents (NATTA)

NATTA was established in 1966 (2022/11/27 B.S.) by a group of leading travel agents,
who felt that it was the time to work together to formulate sound business principle and to
regulate the travel industry in Nepal. The primary purpose of NATTA was to protect the
interests of those engaged in the travel trade business, to promote its orderly growth and
developement, to safeguard the travelling public from exploitation by unreliable agents.
NATTA is non-political, non-profit making, non-goverenmental pioneer and national
association of travel industry in Nepal. It is recognised as the main representative body
of tourism industry in Nepal. The number of association’s members has been increasing
since its establishment. Today, there are 365 active members and 14 allied members in
NATTA. It also offers provisional membership

For more details log on to: http://www.natta.org.np/

The primary purpose of NATTA was to protect
the interests of those engaged in the travel trade
business, to promote its orderly growth and
developement, to safeguard the travelling public
from exploitation by unreliable agents.

While the industry was growing and maturing, the need for a common platform to co-

Central Carpet Industries Association (CCIA)

ordinate policies and activities between the Government and the Industry emerged.
Hence the concept and the first step toward the creation of the association in 1978.
However, a fully representative Association came into being only after the formation of
the Central Carpet Industries Association (CCIA) in July 1990.

For more details log on to: http://www.nepalcarpet.org/
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Trekking Agencies’ Association of Nepal (TAAN)

Trekking Agencies’ Association of Nepal (TAAN) was formed and registered
with the Kathmandu CDO Office in 1979 by a handful of trekking agents who
realized that it was time to assemble and create an umbrella organization.
Under which they could work together to meet their common goals and
also assist the government by providing suggestions to develop trekking
business into a revenue generating industry. Such a body was necessary
for many reasons. There was a need for a single organization, which could
undertake the major responsibilities to develop and promote adventure
tourism in the country. The need for a responsible body, which could play
a significant and conducive role to mitigate mountain environmental stress,
was felt essential.

Since the inception of TAAN not only the trekking agencies have been
increasing, and so has the TAAN members. TAAN limited its membership
only to Nepalese trekking agents at its initial phase. Nevertheless, it opened
its associate membership to foreign organizations to broaden the scope of
the Association.

TAAN members (571 General Members, 8 It frequently
Associate Members and 49 general members communicates with
of TAAN Regional Pokhara Chapter) meet the concerned
annually to endorse policy guidelines, which bodies

govern the Executive Body It frequently

. . ) of the government
communicates with the concerned bodies of

the government to simplify the procedures and . t.O

solve the problems related with trekking TAAN simp li fy the
has four Sub-Committees, which assist to meet pI'OCGd ures and
its objectives. It also organizes workshops solve

to make trekking agents aware of the the problems
rising pollution in trekking routes and other related
problems encountered by the trekkers and with trekkin g.

trekking agents.

For more details log on to: http://www.taan.org.np/aboutus.php
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Institute of Chartered Accountants of Nepal (ICAN)

The Institute of Chartered Accountants of Nepal (ICAN) was established
under a special act, The Nepal Chartered Accountants Act, 1997 to enhance
social recognition and faith of people at large in the accounting profession by
raising public awareness towards the importance of accounting profession
as well as towards economic and social responsibility of the accountants,
and to contribute towards economic development of the country. The
Institute is an autonomous body and the Council is fully authorized by the
Act to undertake accountancy profession in Nepal.

For more details log on to: http://www.ican.org.np/objective.php

Computer Association of Nepal (CAN)

‘ ‘ The Computer Association of Nepal has
been formed with the involvement of
professionals, specialists, manufacturers,
institutions and the related organization
of Computer and Information Technology

within the country. , ,

Computer Association of Nepal (CAN) was formed in May 1992 but was
formally registered in December 1992 as an autonomous, non political, non
partisan, non-profitable and service oriented organization. The Computer
Association of Nepal has been formed with the involvement of professionals,
specialists, manufacturers, institutions and the related organization of
computer and information technology within the country. @

For more details log on to: http://www.can.org.np/index.php?linkld=2&About
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Starting a Business in Nepal

| | lhis section identifies the bureaucratic and legal hurdles an entrepreneur must

overcome to incorporate and register a new firm in Nepal.
The country data appearing on this page was collected as part of the Doing Business
project, which measures and compares regulations relevant to the life cycle of a small-
to medium-sized domestic business in 183 economies. The most recent round of data

collection for the project was completed in June 2009.

The table below provides a summary of the procedures and the associated completion

time and cost for setting up a standardized company.
Standardized company

Legal Form: Private Limited Liability Company
City: Kathmandu

Registration Requirements Details:

Procedure 1. Verify the uniqueness of the proposed company name
Time to complete: 1 day

Cost to complete: NPR 5

Comment: To check whether the proposed company name is

available and acceptable, the company must submit an
application to the Office of the Registrar of Companies.

Procedure 2. A professional verifies and certifies the memorandum
and articles of association

Time to complete: 5 days

Cost to complete: NPR 10,000 depending on the professional’s charges
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Procedure 3.

Time to complete:

Cost to complete:

Procedure 4.

Time to complete:

Cost to complete:

Comment:

Procedure 5.

Time to complete:

Cost to complete:

Procedure 6.

Time to complete:

48
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Buy a stamp to be attached to registration form
1 day
NPR 5

File documents with the Company Registrar’s Office,
Department of Industry

15 days

NPR 4,500

To register a company, the promoter must submit an
application as prescribed by the Ministry of Industry,
Commerce, and Supplies. The registration fee is based on
the company’s authorized capital:

- Up to NPR 100,000 (authorized capital): NPR 1,000.
- NPR 100,001 to NPR 500,000: NPR 4,500.

- NPR 500,001 to NPR 2,500,000: NPR 9,500.

- NPR 2,500,001 to NPR 10,000,000: NPR 16,000.

- NPR 10,000,001 to NPR 20,000,000: NPR 19,000.

- NPR 20,000,001 to NPR 30,000,000: NPR 22,000.

- NPR 30,000,001 to NPR 40,000,000: NPR 25,000.

- NPR 40,000,001 to NPR 50,000,000: NPR 28,000.

- NPR 50,000,001 to NPR 60,000,000: NPR 31,000.

- NPR 60,000,001 to NPR 70,000,000: NPR 34,000.

- NPR 70,000,001 to NPR 80,000,000: NPR 37,000.

- NPR 80,000,001 to NPR 90,000,000: NPR 40,000.

- NPR 90,000,001 to NPR 100,000,000: NPR 43,000.

- More than NPR 100,000,000: NPR 43,000 plus NPR 30 for
each additional NPR 100,000.

Make a company seal/rubber stamp
3 days (max.)
NPR 1,000 (approx.)

Register with the Inland Revenue Office, the Ministry of
Finance

5 days
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Cost to complete: no charge

Comment: The company must disclose the office address and
withhold 15% tax of the rent for at least 3 months and
deposit it to the tax office. If the company’s objectives
include goods or services subject to VAT, both registrations
(VAT and income tax) should be obtained simultaneously.

Procedure 7. Enroll the employees in the Provident Fund

Time to complete: 1 day

Cost to complete: no charge

Comment: From the basic salary of each employee, 10 percent

is deducted each month, and a matching contribution is
made by employer. The contribution is made to the
provident fund and released on employee retirement. The
employer also has to pay gratuity on retirement of an
employee at the rate prescribed by labor regulation. Both
of these rules are applicable only if the company appoints
10 or more employees.

http://www.doingbusiness.org/ExploreTopics/StartingBusiness/Details.aspx?economyid=136

(accessed on July 2, 2010)
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Entrepreneurs’ Story

he three entrepreneurs featured on the entrepreneurs’ story have all been speakers

in one of the regular programs of Samriddhi, The Prosperity Foundation organized in
partnership with Entrepreneurs For Nepal (YFN) named ‘‘Thursdays with Entrepreneurs’’.
The program takes place every last Thursday of the English calendar in Hotel Dwarika’s,
Battisputali, Kathmandu and the text that appears here is an excerpt from those talk/
interaction programs. The experience and expertise the speakers share are the
highlights of the program but besides this, it has also proven to be an excellent platform

for networking for aspiring entrepreneurs.

until you work in the system you will
not succeed and once you learn to work
in the system then success is yours

Anil Keshari Shah, CEO, Mega Bank

‘ ‘ everybody in the government wanted
a piece of it and I couldn't satisfy
everyone whithout hampering my

venture , ,

Bal Krishna Joshi, Thamel.com

‘ ‘ I would rather live with a mistake than
live with a regret that I never gaveita

shot ,,

Prabal GLII’UIlg , International Fashion Designer
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Anil Keshari Shah

CEO, Mega Bank

nil Keshari Shah, currently the CEO
A.of Mega Bank and a household name
in Nepal, in his own words ‘loves change,
thrives in change’. He shared the story of his
life among 80 young entrepreneurs during
the Last Thursday’s with Entrepreneurs
program on April 29th, 2010 organized by
Entrepreneurs for Nepal, Samriddhi, The

Prosperity Foundation and Change Fusion.

For Shah, change has been his mantra of

living. As a kid, he went to seven different
schools in Nepal and India. Thereafter, he left
for Washington for further studies and when

until you work in the

he came back to Nepal to do something, he .
worked for a Walt-Disney production movie. system youwil Lnot

This was just the beginning of changing succeed and once you
environments and places for a young Anil Shah, l earn to wo rk 'i n th e
who attributes the experience and outlook .
gathered in all those years of change for making system then success is
him one of the best suited people to live in a yours

country like Nepal which is going through not

an evolutionary but a revolutionary change in

the current situation.

When he first set foot in the banking sector, Anil Shah joined Nepal Crindlays Bank
, now known as the Standard Chartered Bank in an assisting position with a starting
salary of Rs.3,500 to later become the Head of consumer bank and Chief Operating
Officer. Yet again, change was his calling as from Standard Chartered bank; he moved
on to Nabil Bank and became the CEO in one year. In his five years as a CEO in Nabil
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Bank, the institution saw unprecedented success becoming the number one bank in
Nepal. Presently, he is the CEO of Mega Bank which according to Shah is a bank that
has brought inclusiveness from the root itself in a practical and ideal sense, having 1219
promoters, network over 63 districts and investments from people mostly of middle
level family from 10 lakhs to 1 Crore rupees.

Being a successful entrepreneur or a business person in Nepal is not everyone'’s cup of
tea and according to Shah, when you are doing business in Nepal, the first thing to realize
is that; complaining and blaming the conditions won't do you any good. Stepping out
of the comfort zone and trying to work
in the system is the formula to success. ‘ ‘
‘Until you work in the system you will not
succeed and once you learn to work in

e If you want to be
the system then success is yours’ says
Shah. Giving his own example he adds ‘I one step a head Of

have not invented any wheels by myself,

[ have taken out different wheels from your Competltors’
different places and put them in the you must be able to
proper places and I have succeeded. I

see which things work where and put learn from Others
the right wheel in right place and make m-i St a kes’ Others
amove. If you want to be one step ahead

of your competitors, you must be able success

to learn from others mistakes, others

success! , ,

His philosophy on the leadership he has taken over the years in different places is
that if the institutions or the teams he headed were a band or an orchestra, he was
the conductor. He explains he succeeded because he believed in his orchestra
and everybody who played the instruments in the orchestra knew how to play their
respective instruments better than him. His job was to bring all of them together and
deliver the result by coordinating them. According to him, as a leader, there are only
three things one should focus on; first, understand the person you are working with, then
understand the work, the task and the time you want to deliver, and lastly, determine
what leadership style you want to implement to achieve your goals.
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Speaking to entrepreneurs who are starting off and are in Small and Medium Enterprises
i.e. SME’s, Shah says, since we are completely over banked in the present context, it is
the best time from the banking side. When top businesses have 28 banks running after
them, the banks have to find a new market and that market is SME'’s. In Nepal every
house has at least one shutter and each shutter has a SME. If you are in a SME than its the
time for you, adds Shah because its time for banks to search for new markets.

Questions and Answers
What is the value that you liked of Mega Bank?

AS: The value of bank is not just making money- I want to make it clear; you have to
make money, but not just money. You can make money by two ways, either filling up
a tank by a bucket or by drops. The banks now are working in a bucket model where
there is no such thing as micro lending, lending for SME’s. Mega bank has end to end
value chain management, for instance, people eat vegetables or chicken or anything
in the five star hotels which might have come from India or other places, but we have
vegetable in Thimi as well. So, we will make such a chain as to bring vegetable and
chicken from Nepal itself to sell in big hotels and we also provide finance in the villages
to increase the production. We have hotels as our consumers whom we could talk to and
they could buy the products from these places. So, the wealth will be earned not only
by the hotels but it will be distributed to all the producers and the entrepreneurs. This is
one of the keys towards long term economic growth. As this was the idea of Mega Bank
I chose to be there.

How do you finance any SME’s? We not Onl.y
What are the requirements? y
ask SME's

AS: First you have to have a business plan that to save th e-i r

works and that makes you money because if

you don't make money, you won't have any money in our
thing to pay to the bank. So, showing your ban k’ we will ask

houses, land is not the major requirement. If we

put these things as a requirements, there won't th em if th ey

be any SME'’s coming to us. We are trying to need an
initiate a change of a culture where your plan y
works, not the collateral. But it might definitely money

take some time.
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We have so many geographical difficulties, and transportation
problem, so how can you deliver things on time?

AS: Let's say apples come from Mustang. If anyone started a jam factory in Mustang
and asked BhatBhateni or BlueBird or any other store to sell the jam in their department
stores, they won't refuse. If we tell Buddha Air to give few subsidies in transporting the
jam, they will surely help. Even the department stores love to sell Nepali jam. So, who will
facilitate the talks between the farmer, factory owner, and the department store is Mega
Bank. That is our work. We neither produce jam nor do we sell them, we just finance both

of them. Anyway it's not easy, it's difficult, so there was no one doing it till now.

How is today different from 1991, after restoration of
democracy?

AS: It's the same thing, if we dig the problem of any area either you are a doctor, engineer,
banker or a laborer, it all comes down to politics. One sector that has failed us is the
political leadership. Be it the king or prime ministers or ministers or parliamentarians,
good leadership is what's lacking. Unless we have political leaders with a vision and
ability to see things that are outside the box to do things that are within the box, it's going

to be all the same.
What are the roles of the citizen to develop the country?

AS: Get involved. It doesn't mean drop every thing and jump into politics but get involved
and again it doesn't mean just talking about it in your room over a drink. We have to get
involved and talk, because if we continue to stay in the sideline, we don't have the right
to say others have not done good. We should be involved not against any one but for our

voice to be heard.
What is unique in your bank?

AS: 1 think our main feature is that it is a first five star bank, an inclusive five star bank.
We compete on the level of service; we make our costumers feel the difference. For
instance, we may take a cake to the daughter of an account holder on her birthday, and

if the father sees his daughter returning home smiling, then you will know about our
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service. We not only ask SME's to save their money in our bank, we will ask them if they

need any money. So, we are doing things a little differently than others.

I have seen in Nepal, most of the people follow what others are
doing. So, what do you have to say about the culture?

AS: T generally love to come to Nepal The best minds

because [ can see everyone happy. Everyone

is smiling all the time even when we have to
o of Nepal can

walk six hours to get water or even when we

are dying from diarrhea because of lack of serve Nep al now

medicine. Because our satisfaction is too low,

we have the highest mountain in the world. by g Oing Out. Not

Unconsciously we have huge inferiority

(]
complex with our two big neighbors. We go on l-y th e mon ey 1S
for our study in India, go for tourism in India, °
we used to go to die in India in Baranasi, coml n g backl th e

but as soon as we return from India we start S ki lls are Com'in g

calling them bad names. But I am very happy

to see the young generation right now, I think b a Ck too .
the culture is changing.

How difficult is to collect the deposit for a new bank in this
competitive banking?

AS: ] think it is extremely difficult because there are established bank, older banks,
which already have deposits. Deposits are our raw materials. There are lots of people
in Nepal whose money is not in the banks. We have to see how we can pull them in. We
can see the market in two ways, there is a classic example for it. Two business men went
to an island where no one was wearing shoes. One man said, no one wears shoes here,
so there is no market. The other man tells him, no one is wearing shoes , I can sell shoes
to every one.You can look at it both ways; most of the banks say we don't have deposits,
what can a new bank do and most of the bank target people who already have shoes,
so we are targeting the people who don't have shoes, who haven't put their money in
the banks yet.
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What would you like to say to the youngsters of Nepal who
despite the adverse political situation of Nepal and the huge
trend of going abroad still think something could be done here
in Nepal itself?

AS: The best minds of Nepal can serve Nepal now by going out. Not only money
is coming back, the skills are coming back too. I have seen that from the examples
of British Gurkha. Nepal will pull those skilled Nepalese back if we can put the act
together and make a sound political environment here in the country, write a good

constitution.
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Bal Krishna Joshi

Thamel.com

al Krishna Joshi, the most famous goat-
Bseller of Nepal, has come a long way since
he started his struggle about 16 years ago but
he thinks he still has a longer way to go. Best
known for co-founding Thamel.com, a Web site
and business that enables expatriate Nepali to
purchase gifts and arrange for their delivery
within Nepal, this versatile personality has 10
years of experience working with both private

and public sectors in the areas of Information

Communications Technology, remittances and
business development. He is a recipient of the Tony Zeitoun Award (The Cyber Oscars)
for his innovative approach in utilizing information technologies towards business

ventures in developing countries.

United States of America, where he completed his higher studies, became a place
to help him learn about his goal in life i.e. don't just create wealth but explore all the
opportunities and deliver what you are supposed to deliver. However, the second day he
set his feet in USA, he realized it was not the place for him to stay which made him return
to his motherland after his studies and start his business ventures.

Whatmade him an entrepreneur? His dislike for a career oriented job and hisreluctance to
work for a corporate house. Mr. Joshi has clear messages for the aspiring entrepreneurs:
Know what you don't want to do, acknowledge the fact that people’s opinions vary and so
find out what really fulfills your life and finally, make sure you don't die with a list of things
you had always wanted to do. And these are the very reasons that made Mr. Joshi leave
his family business of autos, real estate where he didn't find enough accommodation for
his innovative ideas and worked as a beer salesperson for Chaudhary Croup. Though
everybody thought he was crazy, Mr. Joshi found the job very fulfilling and treated it as
an opportunity intermingle with the real Nepalese.
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Alwayswithawillingnesstoexperiment,

‘ ‘ 0 nce a g ai n h e g 0 t Mr. Joshi jubilantly accepted the offer

from an investor to start a lottery

branded Crazy and program in Nepal which distributed
once again he was prizes of worth 2 million every week

o through a TV program every Saturday.
h.!g h l.y S UCCESSfUI Once again he got branded crazy and
in his venture. once again he was highly successful in

B ut the success his venture. But the success was short

o lived as the government intervention

was Short hved as began. Mr. Joshi made an offer to
the government pay 80% of the revenue as taxes but
interventi on beg an. when another political party came in

the government and the intervention

resumed. Mr. Joshi thought better of it
and abandoned the venture.

“Everybody in the government wanted a piece of it and I couldn't satisfy everyone
without hampering my venture”, he recalls. “I wanted to do something better. So I started
looking around for opportunities.”

His search for new opportunities brought his attention towards the IT industry IT
industry was at its nascent stage at the time when today’s giant companies like Yahoo!,
Google were just born. Nepal had yomari.com and explorenepal.com as it share on
the web world. With a friend of his, Mr. Joshi thought of building an information portal.
His friend registered thamel.com. Their initial step to catering to the needs of the site
visitors was to create a chat platform which they had even intended the vendors to use
to connect to their prospective customers and sell their products. But to their surprise,
they found most of the users were Nepalese students studying abroad and they used the
platform to connect to their relatives and friends here in Nepal. Mr. Joshi remembered a
website called 1800flowers.com which used to sell things online and had made millions
while going public. They thought of giving it a shot and hence started selling stuff on
web. A tough time ensued as people were reluctant to put their photos or sell things.
Nevertheless, the venture made them around 2000 dollars.

It was the Dashain festival of 2001 that gave Mr. Joshi the lucky break he deserved.

62 www.Samriddhi.org




chapter iii
Entrepreneurs' Story

...........................................................................................................................

Driven to the brink of final showdown, he and his partners had made their decisions
to either see their business pick up at the Dashain-Tihar period or they would return
to their old jobs. While discussing about the business during the festive season at a
bar, a drunken guy suggested them to send Khasi (Goat) to Nepal. Another crazy idea
it seemed. But crazy ideas are what get him most excited. No wonder the idea got
implemented, thought with much doubt at first and today has made him the most famous
goat seller of the country, perhaps of the world.

When thamel.com started taking orders from Nepalese abroad to deliver Khasi to
their families in Nepal, their primary concern was what if the khasi died? How will the
customers know if they delivered the type of Khasi they wanted? Plagued by uncertainty
Mr. Joshi went to observe and study the Khasi selling process as used by the local Khasi
traders. Now he could be sure he got the right Khasi and conveyed the message to his
customers by arranging to take the pictures of the recipient families with the Khasi and
send it to the customer. First two weeks after the launch of the scheme saw no transaction
at all but on the third week things not only began to look up, thamel.com sold Khasi worth
50,000 dollars. Not only did he made dime out of the crazy idea but it got him famous all
over the world when he got featured on TV channels like BBC world service and CNN.

Now this goat seller in the limelight travels around the world sharing his success story.

“ While discussing about the business during
the festive season at a bar, a drunken guy
suggested them to send Khasi (Goat) to
Nepal. Another crazy idea it seemed. But
crazy ideas are what get him most excited ,,

The idea of clicking pictures with the Dashain Khasi excited the people so much that
the guys at thamel.com had a hard time managing time to deliver Khasi and clicking
pictures. “Bhai Tika"’ saw the most number of pictures as it carried sentiment of all the
sisters for their brothers.

Talking about sentiments, thamel.com once had to deliver a present on the deathbed, a
gift of teddy bear to someone on their final moments on life in a hospital. Moved by the

www.samriddhi.org 63




a handbook for aspiring entrepreneurs

Towards Enterprise Building in Nepal (Vol. II)
sentimental value of their work, he changed the slogan of Thamel.com to “messenger
of sentiments”’.

In the background of his working area, Kathmandu, a highly congested and mismanaged
city, Mr. Joshi thinks the guys at amazon.com have a much easier job which is why he
has been busy developing new systems to facilitate the gift delivery system in the city.
He has been trying to make use of Google Maps and Global Positioning System (GPS)
technologies.

Some tips for aspiring entrepreneurs:

1. Always think of the final consumer while designing
a product or service

Don't complain about the obstacles along your way.
Try to turn them into opportunities

Keep seeking for opportunities

While hiring people make sure they believe in the
cause you are working on

Finding a talented workforce is hard and retaining
them is even harder.

Never ignore the social cost of your economic
activities.

Besides, thamel.com Mr. Joshi has also worked on introducing the automatic clearing
house technology in Nepal which enables people to transfer money to Nepal without
any ay additional charges or any requirement for middlemen. He is also planning to
introduce mobile remittance, a technology that allows transfer of remittance to Nepal
through mobile phones. Among other things, Mr. Joshi was the first person to introduce
the concept of loan to Non Residential Nepalese.

Having done his best in every sector he has put his hands on, the guiding principle for
Mr. Joshi has been “don't just create wealth and find every opportunities and do the best
youcando’. ®
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Prabal Gurung

International Fashion Designer

I would rather live
with a mistake than
live with the regret

thatInevergaveita

shot ,, , | »,3

For a young, passionate and interesting individual, Prabal Gurung, it could be said

that he started off his career from an inspirational line from The Oprah Winfrey Show
about living your dreams. Realizing he was blessed with an encouraging family who
supported him in his each and every endeavor, this student from St. Xavier's School
in Kathmandu humbly accepts that he wasn't one of the students called ‘brilliant’ back
in those days. Immersed in his own world of dreams, he used to sketch his ideas and
designs wherever he could, be it in the school books or the drawing sheets or the walls
and one among the first admirers of his work, even in the early days of schools was his
mom who always encouraged him to come up with more creativity . Gurung believes
that this was the root of all his success and ability to hold his feet on the competitive

ground, from Bollywood's fashion capital to New York’s design industry.

Following his dreams, he went to pursue his career in India and started by studying at
New Delhi's National Institute of Fashion Technology (NIFT). While studying there he
worked with various local production and fashion houses and designed with designer
Manish Arora at the wake of India’s booming fashion industry, especially its link with
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Bollywood'’s style and fashion. With his fair share of experience in India and other
countries, Prabal Gurung decided to take a risk and move to New York to live his dream
taking comfort in the fact that even if moving to New York turned out to be a mistake, it
would still be his own choice as he says in his own words "I would rather live with that
mistake rather than living with a regret that [ never gave it a shot.”

He attributes his power to compete anywhere
in the world to growing up in Nepal and in any
interview he gives he makes sure, he mentions
his heritage which he believes is one of the
things he could do for Nepal. , ,

Fortunately, his shot was a winning one with long years of hard work, patience and
support from his family In the meantime, working in various fashion houses in New
York was an added comfort combined with the fact that New York felt like home to him
and what is popular as ‘“‘cultural shock " never occurred in his case. From interning
for Donna Karan while attending Parson'’s School of Design to being a part of Cynthia
Rowley’s design team to being the design director at Bill Blass and United State’s First
Lady Michelle Obama wearing his designs, Prabal Gurung has come a long way from
designing clothes from junk materials to fully materializing his dream when he was able
to launch his own collection PRABAL GURUNG in 2009. Prabal recollects, the modeling
industry, the production houses and people from the fashion fraternity in New York have
been really supportive to him in this journey.

However, while he is busy in his work and is making Nepal proud all over the world, he
is aware of the frustrations surrounding the country like power cuts, traffic and pollution
etc. He attributes his power to compete anywhere in the world to growing up in Nepal
and in any interview he gives he makes sure, he mentions his heritage which he believes
is one of the things he could do for Nepal.
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Questions snd Answers
How would you explain your success in the fashion industry?

PG: Fashion is all about your love for it, not because you need fame. Fame is just a by-
product of hard work. In an art work like fashion and music, it has to come out of passion.
If at any hour of my life, fashion is taken out it , I wouldn't survive.

To be a fashion designer, what should you be good at?

PG: In every thing and not only in fashion, Thin k differently
1 4

one has to “dare to dream’ . Think differently;

you should not always follow the prescribed yO us h ou l.d n Ot
system. You should utilize the technology a lw ays fo llow

like facebook, twitter etc. to the fullest.

Technology is the mantra to success, not the prescribed

only in fashion industry but every where system
else.

What was your lowest point in your business?

PG: There is always high point and low point while doing business anywhere. The beauty
of 9-5 job is you are guaranteed with the salary and lots of benefits. The lowest point for
me is, people don't understand that [ am different at times, especially in our culture, it's
a little difficult to appreciate difference. The rolling of cash is the most challenging thing
during the business. But [ cannot remember of specific lowest point.

When can we see your collection in Nepal?

PG: This is just the beginning of my career; once I am established I can come back. I
would love to work here, but I don't know the time line.

Is there any buyer who would love to buy your collection here?

PG: In a country like Nepal, fashion is a luxury. The day when fashion will not be the
luxury but part of the daily things, things will be better
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What are the possibilities of Nepalese organic fiber in NewYork ?

PG: There are many popular companies

I want to be who only use organic and natural fiber

in the product in New York. There is

kn ownasa organic and green revolution going on

all over the world. For me I don't do

Inte rn ati on a l that yet, because [ want to be known

as a international designer from Nepal

deSigner from not as a Nepali designer, because it's a

very small market. But the market for the
N e pa l n Ot a S a organic fiber is growing globally. My area
of interest is luxury designer wear but

N e pa li d ESi g n e I' organic fiber has not become a luxury

till now:.

What are the big things coming? And what’s your favorite color
that you use mostly during your work?

PG: The next big thing that I want to achieve is lots of stuff with different category
accessories like shoes, hand bag, the whole product category. I along with my brother
and sister are planning for foundation for education in Nepal. Regarding the favorite
color, its always red.

How did the Michelle Obama thing happen?

PG: I think when Michelle Obama wore my dress, its not just for me its was for the whole

country.

How will you maintain your creativity and your originality with
the expansion of your market?

PG: We don't live in a vacuurn, we are surrounded by people. So, the main thing required
is extremely talented, knowledgeable and smart people. All the good ideas don't just
come from me but from my team. Give people responsibility and make them responsible
for their action and when they are given the responsibility they will perform themselves.
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How did you start your business?
PG: [ didn't have a lot of capital money; I started with goodwill and good people, my
friends and everyone. [ started with 26 looks. The media supported me and as my
collection was featured in a top magazine and people started buying my collection.
What were your highest and lowest moments?
PG: [ think the lowest moment is yet to come.

The major hit moment was when I realized I

wanted to do fashion and I studied it. And the

Michelle Obama moment is one of my high

Give people

moments.
responsibility
Where do you fabricate your
L0y y and make them
collection? In Nepal? .
responsible for
PG: Most of them are done in New York. I mostly their action
buy from Italy and Paris. Majority of that is done
. o . . and when they
in Europe. My sweater, knitting wear is done in
Nepal.  have tried to do fabrication in Nepal but are g1ven the
the efficiency here is very poor. Time is a major re Spon si b'l l.'lty
factor in fashion business; I have unpleasant, .
terrible experience in Nepal. I had ordered a they wi u' perform
job in Nepal, it was not delivered on time and th em selves °
I had to cancel the collection in all the stores.
Incidents like this will have a negative impact , ,

on my reputation.
What is your products’ uniqueness?
PG: A product has to be good and the quality should match the price and meet expectation

of the consumer. I make sure the product is extremely well made and delivered on time.
‘We should think globally, not only locally.
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What is your CSR?

PG: I don't know if it's corporate social responsibility or not, my responsibility is to make

my product great and to create identity of my own and I always add Nepal to my name.
Who is your role model?

PG: My mother, my sister, my family and my friends plus every global woman who is
aware of what is happening around the world. @
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Starting a Small Business?
Use these tips to find funding

By Steve Strauss for USA TODAY on "Ask an Expert"
Posted : 3/15/2010

Q: Steve — This USA TODAY Small Business Challenge makes me want to start
a business too, but my question is, where does one find the money to start a

business? — Stephen

A: This question reminds me of a quote by ‘ ‘
Benjamin Franklin: “If you would know the

value of money, go and try to borrow some.” If you wou ld
No, finding the money is not easy — but the kn ow th eva lue
good news is, if others did it, so can you. of m oney g o

’

There are plenty of sources, which is a good and try to
thing, because it is unlikely that you will get borrow some.
all of your desired funding from any one

place.

My colleague Rhonda Abrams suggests that the best place to find the money is from
your own sales, and that is a smart plan. That said, if that is not a viable option for you,

here are your other choices:
The power of one:

The first place you should look for the money to start your business is. .. in the mirror.
Most new small businesses are started using funds, at least partially, from the new owner
himself. Even if you are looking for outside investors, they will want to see that you are

sharing some of the financial risk.
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So if you have savings, you will likely need to tap some of it. Maybe you will be getting
an inheritance down the road; if so, check and see whether you might be able to get an
advance on it. Other entrepreneurs use their IRA or 401 (k) funds, despite the penalties.
If you still have a stock portfolio, consider selling some of it. You will have to be creative
and a bit bold, but that is what will likely be needed if you are going to make your dream

come true.
The friends and family plan:

The next most common method of funding your start-up is to find friends and family

members who believe in you and who would be willing to invest in your new business.

‘ ‘ This is where a well-written, viable business

plan comes in handy If you want to be

If you want tO be f;)nsidered 3 serio:l; business ptersotnliy
R R ose around you, then you must act like
considered a serious .o and part of that is having a good
business person by business plan. If you can show potential
nvestors a plan that makes sense and
those around yOu, one which explains how they will be paid
then you must act back in a reasonable amount of time, the
l-i ke on e’ an d p art of chances of getting them to invest will be

. . much higher.

that is having a good

business plan. One of the great things about this option
is that friends and family tend to offer very

sweet terms — either interest-free or close
to it.

Credit cards:
Another very popular option for funding a start-up is the credit card. According to one

study, almost half of all businesses use credit cards when getting started. Again, it is easy

to see why this is a well-liked choice:
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* Credit cards are readily available

* They can be paid back in installments

* You don't need to convince anyone that you have a great idea.
Bank loans:

Contrary to popular belief, many banks are still making plenty of small business loans,
and that is a good thing; your banker can be a really good friend to your business.
Not only do they help you get started financially, but the best banks look to be trusted

advisors to their small business customers.

One especially attractive option is aloan guaranteed by the Small Business Administration
(SBA). By acting as a guarantor, the SBA reduces the risk to the lender, and so many

more small business loans are made.
Angel investors:

For the new small business, angel investors could not be better named. Typically, angels
are individuals who have made a lot of money in a particular industry and are looking to
invest in new start-ups, often (but not always) in that industry. Deals with angels can take

several different forms:
* They may ask for a piece of the company, some “‘equity.”’
» They may just offer a loan, but probably at a considerable interest rate

» They may even want to be part of the business, either as an advisor or

principle

Where do you find angels? Usually through networking. Speak with your accountant and
lawyer, with real estate agents, bankers, customers, with people where you worship, and
with sales reps and business associates. It is also possible to find angels online by doing

a Google search.
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Today’s Tip:

When looking for a loan, banks and other lenders

typically look at your “Five C’s™:
1. Capacity (to repay the loan)
2. Character (history of repayments)
3. Collateral (whether you have any)
4. Capital (how much you need), and

8. Conditions (yours and that of the economy).

Venture capital:

Your final option when looking for start-up capital is the venture capitalist. If an angel
investor is someone with plenty of money, a venture capital is a group of people with
even more money, and as such this route only makes sense if you are planning & starting
a significant business requiring hundreds of thousands of dollars (or more.)

From http://www.usatoday.com/money/smallbusiness/columnist/strauss/index.htm

(Retreived on June 15, 2010)
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Some IMajor Funding Sources and
Basic Document Requirements

apital is among the most essential of resources to start up a business and it

is almost among the most difficult resources to collect. Initial investment from

the entrepreneur only generally does not suffice the capital requirements for
starting up a venture. The solution to this problem is loans taken from financial institutions
but taking loans have always been seen as a very tedious and long process. Here is a
brief description of the various procedures that need to be followed while taking up loans
from various financial institutions like Banks, finance companies and co-operatives.

BANKS

The first and the foremost material to be included in a loan proposal to a bank is proper

client identification documents. These documents include:

« the firm’s registration documents together with VAT certificates or PAN
certificates

* any other income tax certificates applicable to the business.

Since most of the entrepreneurial ventures are proprietary in nature; citizenship
certificate of the business owner is also necessary. Included in the customer identification
checklist are also the certificates of the third party if involved in providing collaterals and
guarantees. Along with all these materials, the partnership deed is also necessary.

The financial statements are also necessary and both audited and non-audited versions
have to be presented to the bank along with the auditor’s identification. These financial
statements can be actual statements up to 3 years or projected statements for new
businesses.

Actual or projected monthly sales figures are also required in many banks for loans.
As with any other loans, collaterals or securities are very necessary as well and banks
have various forms to be filled regarding this section. Applicants will have to include
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personal guarantees, blue prints of any fixed assets, especially buildings, land ownership

certificates and land revenue slips.

Other important papers to be presented are separation deed paper (Banda Patra),
mortgage deed paper, title transfer deed papers and boundary certificates as well as
certificate for construction ( if any is required). These papers should be presented as
and when needed by the bank during the loan process. These securities will be then
evaluated by the Internal Branch Valuation unit and a report submitted to the credit
department for further scrutiny. Any involvement of a third party and the applicants will
then also have to be included letter of consent and Legal Heir’s Consent letter as well.

After these forms have been submitted there are a number of CDT forms to be submitted
as per the bank requirements and these forms are separate for proprietary businesses
and corporations. These will be presented to the limit section of the bank together with
Board Resolution for loan approval, credit information report, recommendation from the
branch, Power of Attorney ( wherever applicable), photocopies of post approval facility
letter ( for additional loans) and finally credit committee minutes.

After all these procedures are duly completed and the bank is satisfied with the
documents and the proposal presented, loans are granted to the entrepreneurs as per
called for or deemed necessary by the bank.

COOPERATIVES

Cooperatives have been budding around within and outside the Kathmandu valley like
wild mushrooms. Interestingly though, cooperatives have also become a huge force in
the Nepalese Financial Market and they have been successful to take a relatively bigger
chunk of the money. This being said, cooperatives have become a wonderful source of
loans for anything from house loans to business loans. Taking loans from cooperatives
is relatively easier and shorter process that from other financial institutions. A generic
stepwise description of the loan procurement process has been briefed in the following
paragraphs.

Cooperatives can only give loans to their members and because of this the first step
towards getting a loan to start a business up is to fill in the membership form of the

concerned cooperative. The form basically includes basic individual information and

18 www.samriddhi.org



o chapter iv
Finding Funds for Your Business

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssssssssscsscsscscscsscscsssns

the number of shares that are to be purchased. Besides this, other official documents
such as the citizenship certificate, land ownership certificate and other documents as
mentioned in the company policy. In case of companies applying for membership and
loans, documents including company registration certificate, PAN certificate, MOA , AOA,
audit reports and other documents as per cooperatives’ rules are required which are

mentioned while taking out forms for loans.

The second major step for new entrepreneurs seeking business loans is to fill out the
actual loan request form provided by the cooperative. The loan request form includes
individual information, employment and company information, information regarding
the collateral that is to be kept against the loan ( unlike banks even guarantors can be

considered if no collateral is there) and loan amount details.

Cooperatives will basically base their loan decisions on these forms filled and incase
the loan is passed, the borrower will have to fill in a collateral form that clearly states the
rights of the cooperative to capture the collateral incase of non payment.

FINANCE COMPANIES

Finance companies are among the various classes of financial institutions within the
Nepal Rastra Bank framework. Finance companies have been on a rise since a past
few years opening new doors to entrepreneurs wanting to take up loans for starting up
a new business. Having said this, finance companies seem to e very strict regarding
the documents and the loans that they give out to individuals or companies. The credit
limit for finance companies handing out loans to companies or businesses is within 1 to
3 crores. Here are some generic documents or steps that entrepreneurs need to follow
while applying for loans in finance companies.

The first document that needs to be prepared is the document for alternative cash flows
for the finance company to verify that the borrower is capable of paying the interest
and the principal amount. The next document that needs to be presented is a set of
credit history, i.e., if the entrepreneur has taken up loan from other financial institutions

as well.

After having presented the above mentioned documents, a loan application form has to

be filled which includes company’s particulars, the authorized person’s information and
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information regarding the shareholders of the company if any. This form also requires
for information regarding the management team of the company if any and the applicant
will also have to let the company know the asset and liability aspects of the company.
After these information have been provided, only then the details regarding the actual
loan amount and the purpose of use are mentioned in the application form. The fifth
topic that the finance company requires is the collateral details which is later verified by

engineers and credit department.

It should be kept in mind that finance companies do not give money to new ventures
and inexperienced entrepreneurs but rather prefer old and running ventures and
experienced managers/owners. Besides the above mentioned information, the applicant
should also submit a copy of his/her business plans and other official documents
regarding the company such as the PAN certificate, company registration certificate, tax
clearance certificate and documents of the collateral to be. ®
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Starting Up a Business : Useful Guide

How small entrepreneurs
can benefit from the Internet”

\ 7\ /ith the proliferation of technology in every aspect of human lives, it has become

impossible for entrepreneurs to ignore it. The internet especially has helped to
create a leveled playing field where every entrepreneur small or big can now compete
for the precious attention of their consumers.

Here are some simple steps to get your presence felt on the World Wide Web:
1. Have a website

Having a website benefits an entrepreneur in many ways. From the simple job of
transmitting information about your company and products across to interacting with
customers, websites come as a handy tool. Having a website is a very easy job these
days if you have the right information and some basic IT skills.

‘ ‘ For any organizations registered in
Nepal, government provides a free domain name
with .np in the end ,,

For any organizations registered in Nepal, Nepal government provides a free domain
name with .np in the end. The domains are maintained and managed by Mercantile
Communications Pvt. Litd.

To get your domain name:

a) Fill the online form at http://register.mos.com.np

b) Drop the photocopies of your company registration along with an application typed
on your company's letterhead.

For the website hosting, you can choose to have a paid web-hosting or a free one
depending on the purpose of your website. If you intend to just publish about your
company and products and have some feedbacks from your customers, free webhosting
services will do enough. However if want an interactive website, you should definitely go
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for paid webhosting that support interactive content management systems. http://www.
awardspace.com and http://www.000webhost.com are pretty good free services.

2. Have a fan page in Social networking websites

Social Networking sites are all over our

Catc hy fa n pages lives these days. So what’s a better place

d to reach your customers than a social
an gI'O ups networking site like Facebook, Hi5 or
Myspace. Create a fan page or a group of

eaSi ly ga I'n er your products or your company in these

sites. While creating a fan page, make

th 0 Usa n dS Of sure you use a catchy word or phrase for

your fan page’s name. Catchy fan pages

fa n S ove I'n'i g h t Py and groups easily garner thousands of

fans overnight.

Allocate some time to update fan page or group page regularly and keep the customers
or prospective customers engaged. Fan pages and groups are great means of announcing
new products and events.

3. Have a twitter account

Having a twitter account lets you send short (140 characters) text- messages known as
tweets to your followers. It's a great means of making quick announcements and being
in touch with your customers.

4. Have a blog

Despite of the proliferation of social networking sites and twitter, blogging still remains
popular with a certain mass of netizens. Having a blog is free and easy. Services like
http://www.blogger.com and http://www.wordpress.com let you create and manage your
blogs free of cost.

5. E-newsletter

E-newsletter serve the same purpose as fanpage and groups, ie. Let you make
announcements easily and stay in touch with your customers. Preparing a newsletter is
easy with proper knowledge of html and css. You should build a proper mailing list of
your customers to send out your newsletters. ®
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10 tips on starting your
own venture in Nepal

amriddhi, The Prosperity Foundation along with Entrepreneurs For Nepal (EFN)
S organizes '‘Thursdays with Entrepreneurs" every last Thursday of the English month
in Hotel Dwarika'’s, Battisputali, Kathmandu where a successful entrepreneur is featured
as a speaker. Here are some tips Gathered from those interactions that might be helpful
if you are thinking about starting a new venture in Nepal. This is a collection of few
lessons gleaned from guests who spoke at “Thursdays with Entrepreneurs” in the past
year.

1. Success takes patience.

Min Bahadur Gurung of Bhatbhateni Supermarket waited almost for a decade before he
expanded his one-room cold storage shop to a small department store, which then went
on to be today’s Bhat Bhateni Supermarkets at more than one location.

2. Know yourself.

Karna Sakya, a tourism entrepreneur and writer, has devised a test that helps you find
out how you work, how you value time, and what your values are. His point is that unless
you really know what you are good at, and how you function, you are not likely to be a
success.

3. Know the strengths of others you are working with.

You can't do everything by yourself. Icchya Raj Tamang of Civil Homes says that working
well in a team is a function knowing and using the strengths of other team-mates toward
your goals.

4. Aim for precision in communication.

Jonas Lindholm, a swedish entrepreneur doing business in nepal, says that bad
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communication lies at the heart of many business failures and misunderstandings. In
Nepal, often, people say ‘yes’ too eagerly, without being aware of what they can do and
what they cannot do. This can be a problem when things do not go right. Say what you
mean, and mean what you say.

5.When choosing partners, do your homework well.

Mahendra Man Shakya of Momo King says that most mistakes are made in Nepali
businesses when people get into business partnerships without doing the necessary
background research and without asking themselves some tough questions which need
to be answered and understood upfront. There is no fun in quarreling with your business
partners when things go wrong, which is likely to happen at some point in the business.

6. Honesty is the key.

Min Bahadur Gurung says that long-term business success is anchored on honesty, and
on mutually trustworthy relationships with your financial institutions, creditors, debtors,
co-workers, employees and customers.

1. Analyze your mistakes to learn from them.

Gyanendra Pradhan of HydroSolutions says that a good habit an entrepreneur needs to
develop is an ability to reflect upon one’s mistakes, and learn from them without getting
stuck in the past. This habit can be cultivated through conscious practice and reflective
experiences.

8. Hard work is the only way to success.

Ambika Shrestha of Hotel Dwarika'’s attributes her success to her ability to work very
hard when she was young. No work was beneath her, and she made many, many sales
calls and visits to sell her hotel and travel agency’s offerings.

9. Persistence is important.

Ajay Ghimire, CEO of Vibor Bank, says that he looks for a sense of persistence when
dealing with entrepreneurs. Those who are persistent are likely to not get disappointed
with failures and setbacks, and have the energy and willpower to push ahead to
success.
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chapter v

Starting Up a Business : Useful Guide

10. Entrepreneurship is the art of selling.

Ajay Chimire believes that whatever an entrepreneur does, success comes from an
ability to sell ideas, concepts, goods and services to others. This is why, an ability to sell
what one knows and makes is a critical skill to have.

SUMMING UP THE POINTS

1. Success takes patience.
2. Know yourself.
3. Know the strengths of others you are working with.

4. Aim for precision in communication.

5. When choosing partners, do your homework well.

6. Honesty is the key.

7. Analyze your mistakes to learn from them.
8. Hardwork is the only way to success.

9. Persistence is important.

10. Entrepreneurship is the art of selling.
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chapter vi

Arthalaya, Entrepreneurship and Entrepreneurs' Clubs

rthaldaya- School of Economics and Entrepreneurship, with its nine batches so far
A.has proven to be a place where young people come up with alternative ideas
to deal with the current economic situation of Nepal. Keeping entrepreneurship as
the main agenda, in this five days residential program, participant learn about almost
every detail of economics and entrepreneurship. Arthalaya (School of Entrepreneurship
and Economics) was the first of its kind program organized by Samriddhi. Promoting
the spirit and skill of entrepreneurship and sensitizing young people about economic
freedom and policy regime Arthalaya is made up of discussions, debates, case studies,
lectures from experts various experience sharing sessions, leadership exercises and
business simulations that will help youth understand the importance of entrepreneurship.
Implications of various policy measures and role of private sector and government in
economic reform are also other topics discussed in the program.

Basically a group of 20-30 students who are enthusiastic on issues of entreprenurshhip
and economic prosperity make up an entrepreneur’s club. They have been organizing
programs like Rendezvous with an Entrepreneur where they invite an entrepreneur in
their colleges and the entrepreneur shares his/her experience with the students and
answer their questions regarding establishing an enterprise in Nepal. They also talk
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about their contribution to society through the establishment of an enterprise. Other
club activities include documentary shows on pertinent issues namely Docu-Talks,
various capacity building programs for the students and interaction programs.These
activites are facilitated and supported by Samriddhi when asked by the clubs. Currently,

following are the Entrepreneurs Clubs existent in various colleges.

Inside Kathmandu Valley

1. Entrepreneurs’ Club of Chelsea International Academy, Baneshwor, Kathmandu

2. Entrepreneurs’ Club of St. Xavier's College, Maitighar, Kathmandu

3. Entrepreneurs’ Club of Kantipur Valley College, Kumaripati, Lalitpur

4. Entrepreneurs’ Club of Kathmandu Institute of Science and Technology (KIST) College,
Kamalpokhari, Kathmandu

5. Entrepreneurs’ Club of Bajra International College, Boudha

6. Entrepreneurs’ Club of Santwona Memorial College, Shantinagar, Kathmanddu

7. Entrepreneurs’ Club of College Of Information Technology and Engineering
(CITE), Tinkune, Kathmandu

8. Entrepreneurs’ Club of Liberty College, Anamnagar, Kathmandu

9. Entrepreneurs’ Club of Standard Chartered College, New Baneshwor, Kathmandu

10. Entrepreneurs’ Club of Ace Institute of Management, New Baneshwor, Kathmandu

11. Entrepreneurs’ Club of Triton College, Tinkune, Kathmandu

12. Entrepreneurs’ Club of College of Applied Business (CAB), Tangal, Kathmandu

13. Entrepreneurs’ Club of Little Angel’s College of Management, Lalitpur

14. Entrepreneurs’ Club of Himalayan WhiteHouse International College, New Baneshwor,

Kathmandu

Outside Kathmandu Valley

1. Entrepreneurs’ Club of Purvanchal Campus (Biratnagar)
2. Entrepreneurs’ Club of Metropolis College (Biratnagar)
3. Entrepreneurs’ Club of Birat Management College (Biratnagar)

4. Creative Entrepreneurs’ Club of Shreenagar Integrated College (Palpa)
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Samriddhi, The Prosperity Foundation

an introduction

Samriddhi, The Prosperity Foundation is an independent -- non-partisan, not-for-profit,
research and educational, -- public policy institute based in Kathmandu, Nepal.

Following the April 2006 movement for democracy that marks the re-emergence
of political freedom in Nepal, it has been established with the vision of “a free and
prosperous Nepal where individuals can live a dignified life in a vibrant and democratic
society with equal access to opportunities and respect for rule of law.”’

Samriddhi operates with a three-tier approach to achieve its mission of promoting ideas
of civil, political and economic freedom through public policy recommendations (based
on independent research), educational programs and public participation. Samriddhi
believes in the power of private entrepreneurs as a key to economic development and
engages in fostering democracy and building a conducive environment for economic
growth.

Following are some of the programs Samriddhi.
01. Educational and Training Programs
a. Arthalaya — School of Economics and Entrepreneurship

Arthalaya is a five day residential school to reinvent the entrepreneurial zeal in the Nepali
youth from undergraduate and graduate courses. Arthalya uses array of teaching tools
from lectures and discussions to participatory techniques like simulation, group work,
case studies and outdoor bound activities to reinforce entrepreneurship and educate

about policy issues that affect entrepreneurship and the economy of Nepal.
b.Docu-Talks

Documentaries related to law and livelihood issues are screened and discussed in
colleges every month through student groups and clubs. Interested students are
also linked up to documentary making workshops to help students make amateur
documentaries on contemporary issues to be able to voice themselves.



c. Internships

Samriddhi offers regular internship opportunities to students interested in having a
career in public policy and research and advocacy.

02. Research and Publication
a.In-house Research

Samriddhi conducts research on several public policy issues. Its area of interest lies on
research related to economics and political economy. Largely, the research it conducts is
related to studying the impact of policy on livelihood issues.

b. Localization Projects

Samriddhi realizes the value of sharing and distributing available knowledge in order to
move forward. Therefore, it undertakes several translation projects where publications
and books relevant to promoting economic freedom in Nepal are translated into Nepali
and spread for wider discourse.

08. Public Outreach
a. Policy Talkies

Samriddhi hosts discussion programs on contemporary issues affecting policy
formulation process of Nepal. It invites stakeholders on particular issues and draws
policy makers’ attention to alternative solution on issues through interaction programs.

b. Entrepreneurs Speak

In order to highlight the contribution made by Entrepreneurs in the development of an
economy, Samriddhi co-hosts ‘Last Thursdays with an Entrepreneur’ with Entrepreneurs
for Nepal and other partners. This is a talk program where Entrepreneurs from varied
areas are brought together to talk about their success stories and challenges they face

in the Nepali business environment.

c. Occasional Discussions
Samriddhi has several international networks where people from relevant sectors with

varied experiences come together to discuss on several global policy issues. Samriddhi



hosts Occasional discussions to share the experience and expertise from Experts
around the world.

d. Constitutional Round Table (CRT)

In order to make a meaningful contribution to the discussion on constitutional provisions,
Samriddhi has initiated CRT. This program brings together experts, stakeholders and
representatives of constitutional committees to discuss the elements of upcoming Nepali
Constitution. The discussions are documented and distributed to stakeholders of the
issue being discussed and the wider public.

e. Campaigns

Samriddhi is proud to be associated with National Campaign for a Livable Nepal- Gari
Khana Deu!! (wwwlivablenepal.org). The campaign is an effort to raise voices to end the
prevailing lawlessness and impunity in the country by advocating rule of law, safety of
life and property and freedom to pursue livelihood and enterprises in Nepal as essential
preconditions to a livable country.

In addition to its programs, to encourage research and scholarship in the area of political
economy, Samriddhi hosts a Political Economic Resource Center (PERC). It currently has
a collection of books, journals, reports and audio visuals of varied ideas ranging from

philosophy to Nepal's development history.

For more information:

Samriddhi, The Prosperity Foundation

P O Box: 8973 NPC 678

416, Bhimsengola Marga

Minbhawan Kharibot , Kathmandu , Nepal

Tel: (+977 1) 446 4616/ 448 4016
Fax : (+977 1) 448 5391

email: info@samriddhi.org

Web site : www.samriddhi.org






