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SUMMARY

This document presents an urgent appeal to the Government of
Nepal for a Crisis Management Plan to safeguard the country's start-
ups amid the economic fallout of COVID-19. While Nepal has
successfully limited COVID 19 transmission, the prolonged lockdown
has severely impacted start-ups and many of them are facing
imminent liquidity crises. These startups are the driver of innovation
and employment so no intervention will result in widespread
business failures and job losses that could exacerbate Nepal's
already vulnerable economy, heavily reliant on remittances and
tourism.

The proposal outlines the Nepal COVID-19 Start-up Assistance
Scheme, a comprehensive relief package developed through
consultations with industry stakeholders. It combines financial
support mechanisms with critical policy reforms, drawing on global
best practices while addressing Nepal's specific challenges. The plan
emphasizes rapid implementation to prevent irreversible damage to
the entrepreneurial ecosystem, arguing that protecting start-ups
today will preserve jobs, sustain innovation, and accelerate post-
crisis recovery.

This appeal represents one of five key initiatives undertaken by a
consortium of entrepreneurship support organizations during the
pandemic. This appeal is led and prepared by Ashutosh Tiwari,
Founder, SAFAL Partners and the five consortium projects are
lead/coordinated by Sushant Rijal, Head, King's Incubator. The
collective effort included research, mentorship programs,
psychological wellbeing sessions, and policy advocacy alongside this
government appeal.
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Date: 21 April 2020

Thank you for the opportunity to make a submission in
relation to the imperative need for a Crisis Management Plan
for Nepal’s start-ups1 amidst the socio-economic constraints
put forth by COVID-19.

Over the last two months, the Nepalese government has
done an excellent job in limiting the spread of COVID-19 to low
double digits while the rest of the world is continuing to struggle
with an exponential rise in numbers. In the continuation of the
lockdown, it is expected that the government will scale rapid
testing, secure supplies of medical equipment (new
technologies like pool testing are being developed), set up
infrastructures for quarantine and isolation, and enhancing the
technical and physical capacity of Nepal’s health sector to
contain this crisis. It is hoped that this response will be
sustainable, and that current preparation shall establish
effective precedence on how similar crisis situations can be
dealt with in the future.

The urgency of the situation demands that humanitarian
needs are prioritised in the present day. Beyond this
immediate concern--for a nation whose economy relies
heavily on the hard-hit sectors of remittance and tourism--it
is imperative to pursue economic policies hand in hand with
humanitarian needs. While commentators have established
the impact of tourism and lost remittance in Nepal’s economy,
there has been little discourse on the impact on Small and
Medium Enterprises (SMEs) in Nepal, and particularly on the
many start-ups that have continued to contribute to Nepal’s
technological innovation and the economy.

(4)



Although the economic impacts of government measures to
contain COVID-19 on Nepal’'s over 400 start-ups are yet to be
studied, the anecdotal evidence of the consequences are
plentiful. Start-ups in their early stages are in the risk of dying
out while even established start-ups with strong market
presence are expressing concerns of a liquidity crunch. The
start-ups in Nepal face an immense time-pressure and if their
businesses do not revive within the next 4 to 6 weeks, a
majority express that they will run out of business. Even in a
moderate risk scenario, businesses will be compelled to lay off
employees causing an increase in unemployment,
exacerbating the already hard-hit economic indicator.
Understandably, the challenges faced by start-ups are not
unique to Nepal and are something being experienced
worldwide. The closest knowledge on the situation of start-ups
can be taken by understanding SMEs. Seeking evidence from
the United States, 62% of SMEs only have a 3 month cash
flow and /3 of businesses have 27 day cash-flows. It is only fair
to assume that Nepali SMEs face a similar if not worse case.

Our request for government response in facilitating the
survival of start-ups is not curry-favouring. Rather, there is a
strong business case for the need to support these start-ups
given how deeply entrenched the sector is for Nepal’'s economy
in the present and the future. The Guardian correctly notes
that if a lockdown is going to be short-lived, it is better to stop
businesses failing in the first place.

1 To qualify as a start-up under Nepal’s Ministry of Industry 2017 Start-up
Policy, companies should have a registered life not exceeding five years, have
invested capital not more than NPR 100 million and an annual turnover not
exceeding NPR 100 million in any preceding fiscal year.
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The failure of start-ups and SMEs and the eventual “re-
matching of markets, companies and workers often makes
recessions prolonged and painful” In looking at the economic
trade-off of fulfilling our request, precedence and global
practices suggest that providing assistance schemes to these
emerging sectors will only create a win-win situation for both
start-ups and the Nepalese Economy. As the saying goes,
“Saving jobs today, and creating new jobs tomorrow.”

To keep business afloat, almost every country has enacted
assistance schemes. Such measures have come in the form of
decreased interest rates, increased access to low-interest
loans, dismissal of tax payment schemes, waiving of rent
payments and continued payrolls to employees. Central banks
have been buying government bonds to keep interest rates
down, and have extended credit to banks with no limit and little
cost, as well as directly to companies.

Italy and Spain have enacted a moratorium on many loan
repayments. Germany has waived off limits on how much firms
can borrow from the state, although requiring loans to be paid
back, even if over many years. Denmark has opted to pay
companies up to 90% of their wage bill, as well as sick leave,
rent and other fixed costs. The UK government is giving the
self-employed 80% of their past profits as a cash grant, no
matter how their business is doing right now. And the US
government will be sending cheques directly over the coming
month. Particularly relevant is also the COVID-19 Start-up
Assistance Scheme from the Indian Government with the
primary objective to provide quick working capital in the next
45 to 60 days. Under this scheme, each start-up is eligible for a
loan of no more than INR 2 crores.
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Measures taken worldwide are a clear indication on the
mportance of replicating a similar scheme in Nepal for the
short run to ensure that start-ups can survive the current
precarious economic situation. Understanding the response
of other governments is only the first step of this memo.

The second, and more important, is the way forward for the
Nepalese Government. After consultation with all relevant
industry stakeholders involved and members of the start-up
culture in Nepal (see Appendix 2), and studying the best
government practices from around the world, we propose the
“Nepal COVID-19 Start-up Assistance Scheme” (see Appendix
1) to be implemented in its soonest with the mandate of
supporting start-ups until the impacts of COVID-

19 are being experienced.

This scheme has been designed to help start-ups meet
their temporary financial obligations alongside the much
needed recognition of start-ups by BFls which will make it
easier for Start-ups in the future on issues such as Project or
Start-up Financing, Working Capital Loan etc.
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APPENDIX 1

Name of Scheme

Nepal COVID-19 Start-up Assistance

Type of Facility

Short-Term Facility

Purpose

To provide interim support to start-
ups whose cash flow and liquidity has
been adversely impacted by the
COVID-19 pandemic. The assistance
shall be used for various working
capital requirements like salaries /
wages, rent, administrative expenses,
payment to vendors etc.

Eligible Beneficiaries

Start-ups as defined under Nepal's
Start-up Policy 2017 (see footnote 1)

Government Ministry of Finance and Nepal Rastra
Implementation
) Bank
Committee
Start-up

Representation
Committee

Committee of Members (Appendix 2)
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POLICIES

Rent Relief

Provision: Provide immediate rent reliefs
such that no rent payments are required
during the lockdown period.

Provision: Reduce the interest rates on
current loans issued by start-ups to a
base interest rate. Require no monthly
interestpayments at the moment,
deferred payment o start 1 year after
lockdown ends.

Tax Relief

Provision: Provide immediate temporary
tax relief until 1 year after lockdown
ends across all tax sectors, but primarily
on:
1. TDS: No monthly payments at
the moment, deferred payment to
start 1 year after lockdown ends.
2.VAT: No monthly payments at the
moment, deferred payment to start 1
year after lockdown ends.
3.Rent Tax: No monthly payments at
the moment, deferred payment to
start 1 year after lockdown ends.
4.Social Security Fund (SSF): No
monthly payments at the moment,
deferred payment to start 1 year
after lockdown ends.
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Payroll Relief

Provision: Provide funds for payroll
costs including benefits until the end
of the lockdown period. Funds shall
be allowed to be used to pay interest
on mortgages, rent, and utilities.

Access to Loan
(COVID - 19
Emergency Support
Signature Loan
Package)

Loan Type: Signature Loan

Loan Amount: (5-50 Lakhs)

Collateral: Business itself and
Founders Guarantee shall act as
Collateral, No Other Collateral
Requirements shall be requested.

Maturity: The maturity period shall be

1 Year. After that, the Bank can renew
as per their own Evaluation or ask for

Collateral, if required.

Interest Rate: 10% (Refinancing
Options: 5% shall Be Paid By Start-
ups, remaining 5% by the
Government in a one-year period)

Service Charge: 0.25%
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Amendment to
Procurement Policy
(Cost Plus Model)

Amendment: The government shall
amend its procurement policy /
process to make it easy to procure
goods and services within a given
threshold from start-ups in Nepal.

Roster Availability: A roster of goods
and services produced by start-ups
that can be procured by GON will be
made available. Government may
purchase from any of the start-ups
using the procurement policy
ultimately aiding start-ups with a relief
in their operating costs at the
moment.

Ecosystem Support

Rationale: Current legal and policy
provisions have not been impetus but
hurdle to fully operate as Start-ups in
Nepal or to even to get financing from
international investors. COVID-19
crisis makes it even more imperative
for quicker reform process

Amendments: The foreign investment threshold must be
relaxed immediately. Automatic route for foreign investment
approval must be introduced. All currently archaic laws have
to be amended with a,singular umbrella legislation to allow the
Start-up companies to operate as per company objectives
approved by Company Registrar's Office
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APPENDIX 2
COMMITTEE OF MEMBERS

S.N

Name

Affiliated Organisation

Aalok Subedhi

SiliconHire Pvt. Ltd

2 | Abhaya Poudel Reanda Biz Serve

3 | Amigo Khadka Upaya:CityCargo

4 | Amit Agrawal Khalti

5 | Anjani Kumar Dahal Biz Service Legal

6 | Anjani Phuyal Genesis Solution

7 | Anil Parajuli Business Incubation Lead
8 | Ashutosh Tiwari Safal Partners

9 | Bahar Kumar Nepal Communitere

10 | Bibhushan Bista Young Innovations

11 | Binay Devkota Clock b Business Innovations
12 | Bishal Bhattarai Smart Startup

13 | Deependra Chaulagain | Samriddhi Foundation
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S.N Name Affiliated Organisation
14 | Deepti Khakurel Como-Mesopartner

15 | Dilip Gurung LEAD International

16 | Faija Parween Open Space Network

17

Kavi Raj Joshi

NEXT Venture Corps

18

Kishore Dhungana

Apex College

19 | Kumar Paudel Youth Innovation Lab
20 | Manish Jha FACTS Nepal

21 | Manohar Adhikari Foodmandu

22 | Nanda Kishor Mandal Skill Lab

23 | Narottam Aryal King’s College

24 | Niraj Karmacharya Jaguar Investments
25 | Niraj Khanal Antarprerana
26 | BayjigBahadur Karkhana

27

Prakash Tiwari

Hotel Radisson
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S.N Name Affiliated Organisation
28 | Prem Gaire Boston International College
29 | Rajeev Dhar Joshi Kathalaya

30 | Rajiv Lohani Music Nepal

31 | Rajiv Sharma Jobs Dynamics

32 | Rashtra Raj Bhandari King’s College

33 | Sanam Chitrakar Biruwa Advisors

34 | Semanta Dahal Abhinawa Law Chambers
35 | Shilshila Acharya HCI

36 | Sixit Bhatta Tootle

37 | Sudarshan Basnet Sushwastha Hospital

38 | Sujan Shrestha TNA

39 | Suman Pokharel IME

40

Suman Shakya

Nepal Entrepreneurs’ Hub

41

Sunita Nhemaphuki

AgriNepal
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S.N Name Affiliated Organisation
42 | Sushant Rijal King’s Incubator
43 | Tenzin Sonam Gonsar | TEAM Ventures

44

Thryza Dow

Blinc Ventures

45

Ujjwal Marahatta

Presidency Business
Incubation Centre

46

Upasha Shrestha

Bhumi Restaurant/ Dekha
Herbals/ NYEF

2 Updated as of April 20, 2020/ Baisakh 8, 2077
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g 2

gfafaer afmfaa ufafafages
S.N Name Affiliated Organisation
1 | Aalok Subedhi SiliconHire Pvt. Ltd
2 | Abhaya Poudel Reanda Biz Serve
3 | Amigo Khadka Upaya:CityCargo
4 | Amit Agrawal Khalti
5 | Anjani Kumar Dahal Biz Service Legal
6 | Anjani Phuyal Genesis Solution
7 | Anil Parajuli Business Incubation Lead
8 | Ashutosh Tiwari Safal Partners
9 | Bahar Kumar Nepal Communitere
10 | Bibhushan Bista Young Innovations
11 | Binay Devkota &Ir?g\ljal:is:ssiness
12 | Bishal Bhattarai Smart Startup
13 gﬁiﬁfa”gd;i Samriddhi Foundation
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S.N Name Affiliated Organisation
14 | Deepti Khakurel Como-Mesopartner
15 | Dilip Gurung LEAD International
16 | Faija Parween Open Space Network
17 | Kavi Raj Joshi NEXT Venture Corps
18 | Kishore Dhungana Apex College

19 | Kumar Paudel Youth Innovation Lab
20 | Manish Jha FACTS Nepal

21 | Manohar Adhikari Foodmandu

22 | Nanda Kishor Mandal | Skill Lab

23 | Narottam Aryal King's College

24 | Niraj Karmacharya Jaguar Investments
25 | Niraj Khanal Antarprerana

26 (I;Z\lljitt;e:nBahadur Karkhana

27 | Prakash Tiwari Hotel Radisson
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S.N Name Affiliated Organisation
28 | Prem Gaire Boston International College
29 | Rajeev Dhar Joshi Kathalaya

30 | Rajiv Lohani Music Nepal

31 | Rajiv Sharma Jobs Dynamics

32 | Rashtra Raj Bhandari King's College

33 | Sanam Chitrakar Biruwa Advisors

34 | Semanta Dahal Abhinawa Law Chambers
35 | Shilshila Acharya HCI

36 | Sixit Bhatta Tootle

37 | Sudarshan Basnet Sushwastha Hospital

38 | Sujan Shrestha TNA

39 | Suman Pokharel IME

40 | Suman Shakya Nepal Entrepreneurs’ Hub
41 | Sunita Nhemaphuki AgriNepal
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S.N Name Affiliated Organisation
42 | Sushant Rijal King’'s Incubator

43 | Tenzin Sonam Gonsar | TEAM Ventures

44 | Thryza Dow Blinc Ventures

45 | Ujjwal Marahatta :T}fj;i?igiygeunstirr;ess

46 | Upasna Shrestha E'erjgna: l;el\ls\t(allzu;ant/ Dekha
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