
Nepalese Business Environment

(A Perceptual Study of Small and Medium Enterprises)

A Thesis

Submitted to:

The Faculty of Management

For the Partial Fulfillment of the Requirement for the

Master’s in Business Study

By:
SANAM SHRESTHA

TU Registration No: -
Campus Roll No:- 313/064

Department of Management

Post Graduate Campus

Biratnagar

Nepal
2012



Tribhuvan University
Post Graduate Campus

Biratnagar, Nepal
Ref no: 021-441041, 441042

RECOMMENDATION

This is to certify that the thesis:

Submitted by

SANAM SHRESTHA

Entitled

Nepalese Business Environment

(A perceptual study of Small and Medium Enterprises)

has been prepared as appeared by this department in the prescribed format of faculty of
Management. This thesis is forwarded for examination

…….................................… ...……….…….……………..
Prof. Dr. Yadav Raj Koirala Prof. Dr. Khagendra Acharya

(Thesis Supervisor) Head, Research Department

….…..…………………
Mr. Ballav Prasad Poudel

(Campus Chief)



Tribhuvan University
Post Graduate Campus

Biratnagar, Nepal
Ref no: 021-441041, 441042

VIVA VOCE SHEET

We have conducted the viva voce examination of the thesis presented by

SANAM SHRESTHA

Entitled

Nepalese Business Environment

(A Perceptual study of Small and Medium Enterprises)

and found the thesis to be original work of the student and written according to the
prescribed format. We recommend the thesis to be accepted as partial fulfillment of
the requirement for Master's Degree in Business Studies (M.B.S.)

Viva Voce Committee

Status Name Signature

Head of the Research Department: Prof. Dr. Khagendra  Acharya ….……………

Member (Thesis Supervisor) Prof. Dr. Yadav Raj Koirala ..…….………..

Member (External Export):    ……………………………………………………



CERTIFICATE OF AUTHORSHIP

I hereby declare that this submission is my own work and that to the best of my

knowledge and belief, it contains no material previously published or written by others,

nor materials which to a substantial extent has been accepted for the award of any other

degree of a University or their institution of higher learning expect where due

acknowledgement is made in the acknowledgements.

Date Sanam Shrestha



ACKNOWLEDGEMENTS

The credits for the successful completion of this thesis go to all those individuals who

have given their company and helped me in their respective ways to accomplish my

objective in time. I offer my sincere gratitude to them.

I would like to express my deep gratitude to my respected supervisor Prof. Yadav Raj

Koirala who provided me essential guidelines at every step of my attempt without which

I could never accomplish this task. I would also like to thank all the participants while

collecting the data and my special thanks goes to Ms. Rashmi Upadhyaya who guided me

to prepare questionnaire.

I am thankful to all my friends: Trishala Pokharel, Lila Gautam, Prashant Karki, for their

constant support and encouragement throughout the preparation of the thesis.

Words in fact cannot fully express my deepest thanks to all those people who directly or

indirectly helped us to make this report a success and supported us in this endeavor. Their

recognition will remain in our heart with respect and long lasting memory.

Thanking you very much for your valuable participation.

SANAM SHRESTHA

December, 2012



Executive Summary

Factors that affect the internal and external operations of a business directly or indirectly

are known as business environment. A business does not function in vacuum. Every

business is surrounded by various environments; economic, political-legal, socio-cultural,

technological, and global environment. These factors affect the internal and external

operations of the business.

We are all aware of the important contribution made by the small and medium enterprise

(SME) sector to the Nepalese economy. The sector constitutes more than 90 percent of

the total industrial establishments, contributes about 80 percent in the industrial

employment generation by the industrial sector, and shares about 80 percent of the

industrial sector’s contribution to the national gross domestic product (GDP). Yet, the

Nepalese SME sector today is confronted with multiple barriers and challenges, which

have been a concern to all. With Nepal’s accession to the World Trade Organization

(WTO), the rules -based multilateral trading system, and the current political system and

ineffective law, the sector is likely to be in a more vulnerable situation. Though Nepal’s

membership to the WTO is likely to bring opportunities in many areas, there may appear

new forms of challenges as well. This clearly necessitates that the Nepalese SMEs are

given high priority, and adequately provided with proper safety nets so that they survive

within the multilateral trading order. At the same time, high priority should also be given

to make timely reforms in policies and working strategies in order to improve the

competitiveness of the SME sector.

The study begins with the introductions of the environment and SMEs in Nepal. The

main objective of the study is to analyze the current situation of the SMEs in Nepal and

comparing the environmental dimensions of manufacturing and non-manufacturing; and

new and old companies in Nepal. To fulfil the objectives, review of different papers,

articles and studies were done. In addition to this a questionnaire was prepared and



respondents’ views were collected. For the analysis of the data, hypotheses were set. T-

test and ANOVA were done to test the hypothesis.

The study is based on the survey conducted to identify the general environmental of

SMEs in Nepal. Fifty two Nepalese respondents were selected from the Kathmandu

Valley. All respondents were collected from the SME sector. Result showed very

consistent result with the theoretical assumption i.e. there is not appropriate environment

for the SMEs to operate smoothly with reasonable return. Research identified five factors

namely political-legal, socio-cultural, economic, technological, and global. Among these

five, socio-cultural business environment was found the most affecting and global

environment has the less impact. But the entrepreneurs of export based companies are

highly affected by global environment than other environment. Similarly, manufacturing

companies were more affected than the non-manufacturing companies by the current

business environment. Further, there were no significant differences between the

environments of new and old companies i.e. both type of companies were affected

equally by the environment. Among the various reasons, frequent strikes and lockouts,

and the current energy crisis are the most important factors that have made difficult to

survive for Nepalese SMEs in this competitive market.

From the study it is also found that most of the SMEs are very small, based on traditional

skill and local raw materials. There is always market problem for Nepalese SMEs. On the

other hand the competition is also very high from the foreign products. This study

concludes that the SMEs in Nepal must be supported by the government by drafting new

policies and making new strategies. Nepalese SMEs must focus on producing purely

Nepalese products such as handicrafts because of low competition in this industry.

Similarly, focus must be given to infrastructure development, training for the workforce,

and use of new technologies to strengthen the condition of the SMEs in Nepal.
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