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National Startup Enterprise Policy, 2081 B.S.

1. Background:

Due to the increasing use of information technology and the emergence
of creative thinking in the business sector, the number of entrepreneurs
adopting new ways of doing business has been continuously increasing. It
is essential to provide the necessary knowledge, skills, and technological
support to entrepreneurs who wish to initiate startup-based enterprises
or scale up existing startups, as well as to enhance financial access and
develop a startup-friendly environment. In light of the above background,
a national policy on startups has been formulated to address the existing
policy gaps in promoting startups. Through the implementation of this
policy, the National Startup Enterprise Policy, 2023, has been issued to
create a startup-friendly environment at the federal, provincial, and local
levels within their respective jurisdictions, thereby contributing to the
economy.

2. Past Efforts

The Fifteenth Periodic Plan 2019/2020 - 2023/2024 has emphasized
providing young entrepreneurs involved in startup businesses with the
necessary technology, knowledge, and skills to start their ventures, as
well as ensuring financial access through the provision of concessional
loans. To promote startup businesses, a program was initiated in the fiscal
year 2019/2020 to provide young entrepreneurs with concessional loans
secured by their projects. All three level Governments, along with the
private sector, have been supporting youths with innovative knowledge,
skills, and capabilities by providing capital and technological assistance to
operate their businesses.

3. Current Status:
Startup enterprises have created a remarkable amount of employment and
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have made a significant contribution to the economy. The fact that many of
the world’s largest companies are associated with information technology
underscores the self-evident importance of technology in promoting
startups. Asian nations, too, are making rapid progress in the field of
startups.

The use and expansion of the internet and smartphones have dramatically
increased access to knowledge and information for emerging
entrepreneurs, as well as heightened their enthusiasm and attraction
toward entrepreneurship. In particular, the development of technology and
innovative changes as a result of globalization have inspired young people to
start entrepreneurial ventures. Nepali youth are also capable and motivated
to leverage the latest global achievements in the field of entrepreneurship
promotion. To invest equity or loans in startup businesses, albeit to a
limited extent, venture capital firms, private equity entities, and investment
companies have been established. To promote startup businesses at
the governmental level, various programs related to startups are being
conducted through different agencies of the Government of Nepal.

4. Problem, Challenges and Opportunities

The promotion of startup businesses has not been able to reach the desired
level due to factors such as the lack of laws to facilitate and regulate startup
businesses, ambiguity in the concept and understanding of startups, low
presence of potential investors, and insufficient exemptions, facilities,
incentives, and encouragement that should be provided by the government
and other stakeholders. Programs initiated by the federal, provincial,
and local levels to promote entrepreneurs’ innovative thinking have not
been operated in an integrated and effective manner, the competitive
fund (Challenge Fund) announced by the government has not been
implemented, there is insufficient seed money to start businesses, and the
business incubation centers have not been institutionalized, all of which
have hindered the expected growth of startup businesses.
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Startup entrepreneurs have not been able to connect with new technologies
and market value chains. There is a lack of essential elements for the startup
ecosystem, such as mentors, business incubators, accelerators, investors,
and mutual coordination and partnerships between startups. The long
and complicated processes of obtaining loans from banks and financial
institutions, therequirementofcollateral,and highinterestrateshavebecome
obstacles for startups. After the country adopted the federal governance
system, the registration of industries and businesses at the provincial
and local levels, the establishment of permanent legal and institutional
structures, the expansion of the financial sector, the prioritization of
enterprise and job creation by the government, the development and
expansion of industrial infrastructure, and the technology-friendly nature
of the youth workforce all present high potential for promoting startup
enterprises.

5. Necessity for the Policy

There is a recognized need for clear guidance to implement the objectives
set by the periodic plans, as well as the programs announced through
annual policy programs and budgets of Government of Nepal, to
transform the innovative ideas and concepts of creative individuals into
startup enterprises. It is necessary to systematize the startup programs run
in various forms by all three levels of government and the private sector,
thereby promoting entrepreneurship and increasing production and
creating employment. A separate policy on startup enterprises has become
necessary to enhance economic development activities and contribute to
building a sustainable and resilient economy.

6. Vision
Development of entrepreneurship through innovative and creative thinking

7. Goal

To create opportunities for production and employment through

entrepreneurship.
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8. Objectives

The objectives of this policy are as follows:

8.1

8.2

8.3

8.4

To build a startup ecosystem that promotes production growth
through job creation,

To encourage the establishment and operation of startup enterprises
with domestic and foreign investment,

To promote partnerships for the development of entrepreneurship
through innovation,

To enhance financial incentives and access to support the growth of
startup enterprises.

9. Policy

To achieve the aforementioned objectives, the following policies will be

adopted:

9.1

9.2

9.3

9.4

9.5

9.6

To prepare legal, institutional, and other necessary infrastructure to
build a startup ecosystem. (Related to Objective 8.1)

To develop entrepreneurship based on startups to increase production
through employment creation. (Related to Objective 8.1)

To encouraging domestic and foreign investment to promote startup
enterprises. (Related to Objective 8.2)

To foster collaboration among all three levels of government,
academic institutions, and the private sector for the development of
startup enterprises. (Related to Objective 8.3)

To utilize financial tools to make startup enterprises competitive and
robust. (Related to Objective 8.4)

To establishing a separate fund to ensure the availability of resources
necessary for the development of startup enterprises. (Related to
Objective 8.4)

10. Strategy

10.1 To preparelegal, institutional, and other necessary infrastructure

to build a startup ecosystem.

10.1.1 Existing laws related to industrial businesses will be amended,
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and new laws will be formulated to make them startup
enterprise-friendly.

10.1.2 Institutional arrangements and necessary infrastructure
development will be carried out to promote startup
entrepreneurship.

10.2 To increase production through job creation by developing
startup-based entrepreneurship.

10.2.1 To build a startup ecosystem, the operation of enterprise
promotion centers, accelerator programs, supply of resource
persons, trainers, and capacity development will be facilitated.

10.2.2 To promote startup enterprises and internalized studies,
research, and best practices conducted at regional and
international levels.

10.2.3 By promoting startup enterprises, employment opportunities
will be created within the country.

10.3 Encouraging domestic and foreign investment for the promotion
of startup enterprises.

10.3.1 To promote startup enterprises, amendments will be made
to the relevant laws to attract foreign direct investment and
investment from non-resident Nepalis, as well as to facilitate
the entry of such enterprises into the capital market.

10.4 Collaboration will be established among the three tiers of
government, academic institutions, and the private sector for the
development of startup enterprises.

10.4.1 Mutual coordination, cooperation, collaboration, and
partnerships will be developed between innovation programs
run by organizations including the federal, provincial,
and local levels, the private sector, financial institutions,
universities, and enterprise promotion centers.

10.5 To use financial tools to make startup enterprises competitive
and strong.

10.5.1 To promote startup enterprises, financial and non-financial
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facilities such as tax exemptions, seed capital arrangements,
concessional loans, cash grants for exports, and technical
assistance will be provided.
10.6 To arrange a separate fund to ensure the resources required for

the development of startup enterprises.

10.6.1 With the objective of providing financial support to
entrepreneurs starting enterprises, a separate fund named
‘Nepal Startup Fund’ will be established.

11. Strategy

11.1 Existing laws related to industrial businesses will be amended
and new laws will be formulated to make them startup enterprise-
friendly.

11.1.1 Provisions related to startup enterprises will be incorporated
into the existing industrial enterprises laws.

11.1.2 Laws will be amended to simplify and ease business
registration and exit processes to encourage increment
investment in startups.

11.1.3 Amendments will be made to prevailing laws to create a
favorable environment for investment in startup businesses
through private equity funds, venture capital, and
crowdfunding.

11.1.4 Necessary provisions will be made in the Securities Act and
other related laws to facilitate the conditions that startup
businesses must fulfill to issue primary shares through the
capital market.

11.2 Institutional arrangements and necessary infrastructure
development will be developed to promote startup enterprise
businesses.

11.2.1 To promote startup enterprises, an Innovation Center will be
operated, and entrepreneurship promotion programs will be
conducted.
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11.2.2

11.2.3

11.2.4

Institutional capacity will be developed at the federal,
provincial, and local levels to handle the registration, renewal,
upgrading, integration, dissolution, and regulation of startup
enterprises.

A separate portal named ‘Startup Nepal will be developed
to promote startup-related activities. Through this portal,
online services will be provided to startup entrepreneurs in
coordination with startup programs operated by the three
tiers of government, academic institutions, universities, and
the private sector.

Priority will be given to providing land and infrastructure
facilities to startup businesses in industrial villages, industrial
zones, special economic zones, and other potential areas.

11.3 Facilitation will be provided to create a startup ecosystem through
the establishment of enterprise promotion centers, the operation

of accelerator programs, the supply of resource persons and

trainers, and capacity development.

11.3.1

11.3.2

11.3.3

11.3.4

Necessary coordination, support, and facilitation will be
provided for the establishment of enterprise promotion
centers, infrastructure development, financial support,
management, and capacity building.

Accelerator programs will be conducted for the upgrading of
startups.

Coordination and collaboration will be facilitated between
domestic and foreign large companies, universities, financial
resource providers, service providers, research-oriented
institutions, professional and supporting organizations to
build a startup ecosystem.

Support and facilitation will be provided for resource
management, supply of trainers, and capacity development
to make the startup ecosystem effective.
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11.4 Studies, research, and best practices conducted at regional
and international levels to promote startup enterprises will be

internalized.

11.4.1

11.4.2

11.4.3

Studies and research will be conducted to benefit from
established best practices at national, regional, and
international levels to promote startup enterprise businesses.
Bilateral, regional, and multilateral dialogue and interaction
programs will be conducted to facilitate the exchange of
available knowledge, skills, technology, and experiences to
develop mutual relationships between startup enterprises in
Nepal and other countries.

Participation of startup entrepreneurs in programs related to
startup enterprises organized at national and international
levels will be encouraged.

11.5 Promotion of startup enterprises will be carried out to create

employment opportunities within the nation.

11.5.1

11.5.2

11.5.3

11.5.4

Employment opportunities will be expanded by promoting
startup enterprises. Businesses with the potential to create
more jobs and upgrade themselves will be encouraged.
Youth returning from foreign employment will be encouraged
to utilize their skills, capabilities, capital, and professionalism
to create additional employment opportunities.

Concessions and incentives will be provided for the
development and use of information technology.

University graduates will be encouraged to establish and
operate startup enterprises, thereby promoting youth self-
employment.

11.6 To promote startup enterprises, direct foreign investment and

investment from non-resident Nepalese will be attracted, and

amendments will be made to the relevant laws to facilitate the

entry of such enterprises into the capital market.
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11.6.1

11.6.2

11.6.3

11.6.4

The current minimum investment threshold for direct
foreign investment in startup enterprises will be reviewed to
encourage such investments.

In cases where a startup enterprise fails and faces liquidation
or dissolution, a credit guarantee scheme will be introduced
to ensure the secure management of investments made by
venture capital, private equity, and investment companies.
The conditions and process for allowing private equity funds
investing in startup industries to enter the capital market will
be simplified.

In the case of private equity and venture capital, once
approval is received to invest in Nepal and the proceeds from
foreign investment are reinvested in startup businesses, legal
provisions will be made so that the foreign investment limit
will not be attracted and approval will not be required.

11.7 Mutual coordination, support, collaboration, and partnership
will be developed among innovation programs operated by

federal, provincial, and local levels, private sector financial

institutions, universities, enterprise promotion centers, and

other related institutions.

11.7.1

11.7.2

11.7.3

Enterprise promotion centers will be operated at the federal,
provincial, and local levels with cost-sharing participation
from the private sector, academic institutions, universities,
and research organizations.

Coordination, collaboration, and partnership will be
developed among the three tiers of government for resource
management, capacity building, and market access expansion
to promote startup enterprises and businesses.

Programs for the exchange of best practices, knowledge,
and experiences will be conducted between potential
entrepreneurs aspiring to start ventures and those who have
already achieved success in startups.
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11.7.4

11.7.5

Successful startup entrepreneurs, individuals making
unparalleled contributions to the development of the startup
ecosystem, outstanding enterprise promotion centers,
accelerators, and trainers will be encouraged and recognized.
A network will be established to facilitate the exchange of
learning among government bodies, academic institutions,
universities, and research and development organizations
involved in activities related to startup and enterprise
promotion centers for the advancement of startup enterprises.

11.8 To promote startup enterprises, financial and non-financial

facilities such as tax exemptions, provision of seed capital,
subsidized loans, cash grants for exports, and technical assistance

will be provided.

11.8.1

11.8.2

11.8.3

11.8.4

11.8.5

11.8.6

Clear legal provisions shall be arranged for exemption,
facilities, concessions and encouragement provided to
startups entrepreneurs.

Infrastructure development and financial assistance will
be provided to upgrade the operations of existing startups,
thereby promoting business development and expansion.
Fees and charges levied on the registration, renewal and
registration of industrial property of startup enterprises will
be exempted.

Legal reforms will be made to exempt capital gains tax for
a maximum period of five years from the date of initial
investment, if the founders of startup enterprises, as well as
angel investors, venture capitalists, and equity investors, wish
to sell their shares registered in their names.

To promote startup enterprises, seed capital, human
resource development. Consulting and technology support,
concessional loans, cash subsidies for exports, and other
facilities provided to enterprises will be provided.

Provision will be made to exempt income tax for ten years

after the establishment of a startup enterprise.
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11.8.7

In order to facilitate the management of financial resources
in startup businesses, arrangements will be made to provide
loans at concessional interest rates from banks and financial
institutions, as well as to invest a certain percentage of the
loans provided by banks and financial institutions in startup
enterprises.

11.9 With the objective of providing financial support to entrepreneurs

engaged in startup enterprises, a separate fund named the “Nepal
Startup Fund” will be established.

11.9.1

11.9.2

11.9.3

11.9.4

11.9.5

The Government of Nepal will establish a separate fund named
“Nepal Startup Fund” at the federal level for the purpose of
providing financial support to startup entrepreneurs.
Concessional startup loans will be made available to startup
enterprises from the Nepal Startup Fund, secured against
project collateral. Arrangements will be made to channel
investments for the promotion and development of startups
by the federal government and development partners through
the Nepal Startup Fund via a single-window system.

A certain percentage of the amount required for commercial
testing of innovative thinking, potential for rapid growth
or expansion of the business, quality of goods and services
produced, and market access in the project proposals
submitted by potential startup entrepreneurs on the basis of
competition will be provided by the Startup Fund.

When determining the areas of expenditure for corporate
social responsibility that industries, as specified under the
prevailing Industrial Enterprises Act, must undertake from
their net profits earned each fiscal year, the Nepal Startup
Fund will also be included as one of the areas.

Provincial governments and local levels may establish startup
funds within their respective jurisdictions and operate startup
enterprise promotion programs.
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12. Institutional Arrangement

12.1 Nepal Startup Council

To promote and develop startup enterprises, to address issues encountered
in operation of startup enterprises, and to establish the concept of startup
among new entrepreneurs and the youth, there will be a Nepal Startup
Council under the chairmanship of the Minister of Industry, Commerce
and Supplies:-

(a) Minister, Ministry of Industry, Commerce,

and Supplies -Chairperson
(b) Member, National Planning Commission

(responsible for the industry sector) -Member
(c) Governor, Nepal Rastra Bank -Member
(d) Secretary, Ministry of Industry, Commerce,

and Supplies (responsible for industry) -Member
(e) Secretary, Ministry of Finance -Member
(f) Secretary, Ministry of Agriculture and

Livestock Development -Member
(g) Secretary, Ministry of Education,

Science and Technology -Member
(h) Secretary, Ministry of Labor, Employment

and Social Security -Member
(i) Secretary, Ministry of Youth and Sports -Member

(j) Secretary, Ministry of Forests and Environment -Member
(k) Provincial Secretary, Ministry responsible

for the industry sector from all seven

provincial governments -Member
(1) President, Federation of Nepalese

Chambers of Commerce and Industry (FNCCI) -Member
(m)President, Confederation of Nepalese

Industries (CNI) -Member
(n) President, Federation of Nepal Cottage and
Small Industries (FNCSI) -Member

27



(o) President, Federation of Women
Entrepreneurs Nepal -Member
(p) Among the individuals active in the field
of startups and entrepreneurship, two experts,
including one woman nominated by the ministry -Member
(q) Division Chief, Industrial and Investment
Promotion Division, Ministry of Industry,
Commerce, and Supplies -Member
(r) Executive Chief, Industrial Enterprise
Development Institute -Member Secretary

12.2 Other Provisions Related to the Nepal Startup Council

(a) If deemed necessary, the Council may invite relevant subject matter
experts, representatives of academic institutions, other private sector
organizations, any official or authorized employee of the Government
of Nepal or the Provincial Government to attend the committee
meeting.

(b) The Council’s meeting may be convened at any time as per necessity.

(c) The Member Secretary of the Council, in consultation with the
Chairperson, shall determine the agenda to be presented at the meeting
and ensure that all members are informed of it at least twenty-four
hours prior to the meeting.

(d) If any member has a personal interest or stake in any agenda item
presented for decision at the Council’s meeting, that member shall
not participate in the decision-making process related to that agenda
item.

(e) The Council may form committees or sub-committees, as needed,
from among its members, including experts, for the purpose of study,
research, or specific objectives related to startups.

(f) Decisions made by the Council shall be certified and documented by
the Chairperson and the Member Secretary.

(g) The secretariat of the Council shall be located at the central office of

the Industrial Enterprise Development Institute in Kathmandu.
28



(h) Other procedures related to the Council's meetings shall be as
determined by the Council itself.

12.3 Functions, Duties, and Powers of the Nepal Startup Council The
functions, duties, and powers of the Nepal Startup Council shall
be as follows:

(a) To review, reassess, and recommend timely improvements to policies
related to startup enterprises, propose the formulation of acts and
regulations to the Ministry, and provide policy-level facilitation and
guidance for their implementation.

(b) To enhance the effectiveness of the startup policy implementation
by promoting coordination, facilitation, and increased cooperation
among stakeholders.

(c) To assign targets to entities working on startups in various sectors/
sub-sectors, conduct or facilitate reviews of the same, and provide
suggestions to the Government of Nepal based on an overall evaluation
and assessment of those sectors.

(d) To mobilize resources for the operation of the Nepal Startup Fund.

(e) To carry out other necessary tasks related to startups.

12.4 Nepal Startup Board: To achieve the overall objectives of this
policy, operate necessary programs, create a startup-friendly
environment, and encourage innovation, a Nepal Startup Board
will be established at the national level as follows:

(a) Executive Chief, Industrial Enterprise

Development Institute —Coordinator

(b) Deputy Director, Nepal Rastra Bank —Member

(c) Two individuals, including at least one woman,

nominated by the Board to represent

organizations working in the startup sector —Members
(d) Two individuals representing commercial

banks, as nominated by the Board —Members
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(e) Two experts actively involved in the study,
teaching, and research of entrepreneurship
and innovation at universities —Members
(f) An officer designated by the Coordinator
from the Industrial Enterprise
Development Institute -Member Secretary
If deemed necessary, the Board may invite representatives from umbrella
organizations related to the industry and commerce sector responsible
for startups, as well as experts in the startup field, to attend the Board’s
meetings.

12.5 Functions, duties and powers of the Nepal Startup Board: The
functions, duties and powers of the Nepal Startup Board shall be
as follows:

(a) To formulate and make recommendations to the Ministry on the

formulation and revision of policies, laws and standards;

(b) To determine criteria for the selection of startup enterprises, publish
information, select and recommend enterprises;

(c) To facilitate the establishment of innovation and enterprise promotion
centers and to classify and certify accelerators;

(d) To determine the criteria and qualifications of trainers to train startups,
to certify, accredit trainers and to classify excellent trainers;

(e) To facilitate and coordinate the capacity building of startup oversight
bodies of provincial governments, local governments, private
sector and academic institutions and enterprise promotion centers,
accelerators, trainers and other partners;

(f) To facilitate and encourage academic institutions or industry-related
enterprises to act as accelerators;

(g) To coordinate the necessary operations and resource management of
the Nepal Startup Fund.

(h) Toresolve complaintsand problems related to facilities and concessions
in the startup sector.
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(i) To perform work as a central body to operate a conducive environment
for startups.
(j) To report to the Ministry on the work carried out by the Board.

13. Financial Aspects

The Nepal Startup Fund will have funds received from the Government of
Nepal and funds received from foreign aid with the consent of the Ministry
of Finance. All three levels of government will be able to arrange budgets
for their respective areas of work to implement the policy.

14. Monitoring and Evaluation

A work plan will be prepared and implemented to facilitate the
implementation, monitoring and evaluation of the policy. The Ministry
of Industry, Commerce and Supplies will be responsible for monitoring
and evaluating the status of the implementation of this policy, the expected
results and whether the objectives have been achieved. A participatory
monitoring system will be adopted for monitoring and evaluation. This
policy will be reviewed every five years. Monitoring and evaluation of
startup enterprises at the provincial and local levels can also be done by the
relevant provincial and local levels.

15. Risk

Although the contribution of startup enterprises to the economic
development of the country is important, if attention is not paid to issues
such as law formulation, amendment and revision, effectiveness of startup
infrastructure and environment, government priorities, guarantee of
funds in Nepal Startup Fund, and effectiveness of startup implementation
campaigns, the implementation of the presented policy may be at risk.
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Schedule-1
Definition of terminology related to startups

(a) Startup enterprise: An enterprise that is operated as a business using
innovative research and creative thinking in the development, production,
operation and distribution of goods, services and processes and has the
potential for upgrading is called a startup enterprise. A startup enterprise
is an enterprise or business that uses information technology and creative
thinking. A startup enterprise has the following characteristics:
i. The enterprise business has not been registered for more than ten
years,
ii. It has been registered as a private firm, partnership firm, company or
cooperative organization with the industry registration body
iii. The annual turnover in any financial year after its establishment has
not exceeded fifteen crores,
iv. It has started a new enterprise business without merging or merging
with a previous enterprise business;
v. It has the potential for rapid growth by transforming innovative and
creative thinking into an enterprise business.
(b) Crowdfunding: Crowdfunding is the act of raising funds from many
people in the form of small amounts and short-term donations or financial
support for a specific purpose. Such funds are usually raised online from
family, friends, consumers and investors.

(c) Accelerator programs: These programs provide all kinds of support to
startups that have already started their business and have the potential to
grow in the future but are currently in a sick state and have low production.

(d) Private equity fund: A private equity fund is a fund that invests in
equity or debt instruments or other instruments related to equity or equity
capital, or a fund that invests in accordance with the wishes of the partners
of the investing company, in order to achieve the objectives of the startup
enterprise. The percentage of the investment amount to be made in debt
instruments or loans will be as specified by the board.
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(e) Venture Capital Fund: Venture Capital Fund means a cooperative that
invests in equipment in the form of shares, capital or loans to operate
businesses or innovative enterprises that are not listed on the stock
exchange, are in the initial stage of operation or have advanced in the
process of operation or have the latest knowledge, skills and capabilities or
are related to new goods, services, technology or intellectual property or to
operate a business or a new enterprise business. However, the percentage
of the investment amount in equipment or loans in the form of loans shall
be as prescribed by the Board.

(f) Business Incubation Center: A center that provides training and training
services to startup entrepreneurs in the early stages of development,
including a state-of-the-art workplace with a laboratory, legal, technical,
accounting, financial, marketing, development of goods or services and
intellectual property.

(g) Ministry: Ministry means the Ministry of Industry, Commerce and
Supplies.
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Schedule-2

Priority Areas of Startup Enterprise Business

Special priority will be given to the following enterprises and businesses as
startup enterprises:

(a)
(b)
(c)
(d)

(e)

(f)
(g)
(h)
(i)
§)
(k)
)
(m)

(n)
(o)

(p)
(@

(r)
(s)
(t)

Agriculture, irrigation and livestock-based enterprises:
Manufacturing enterprises;

Forest (herbs, forest products)-based enterprises:

Tourism promotion and entertainment and hospitality-related
enterprises;

Science, technology, communication and information technology-
based enterprises:

Human health service-related enterprises:

Education and teaching-learning-related enterprises:

Enterprises related to easy and safe transportation and transit services:
Enterprises related to infrastructure construction work:

Enterprises related to electric vehicles and automobiles;

Enterprises related to traditional and rural technology:

Enterprises based on local resources and means:

Enterprises related to public service delivery, improvement in
production and service processes:

Enterprises related to research and development of mines and
minerals:

Enterprises related to tasks that help make household and daily life
simple, easy and safe:

Enterprises related to the distribution system of goods or services:
Enterprises related to the revival of traditional professions and
enterprises:

Enterprises related to food technology and nutrition,

Enterprises related to waste management;

Other enterprises specified by the Ministry.
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