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ABSTRACT 
 

Micro enterprises (MEs) represent the backbone of Nepal’s grassroots economy, providing sustainable 
livelihoods, reducing poverty, and fostering inclusive socio-economic transformation. Defined under the 
Industrial Trade Act (2017) as enterprises employing fewer than nine individuals with limited investment 
and energy capacity, MEs have become crucial engines of employment, women empowerment, and local 
development. Despite their contributions, these enterprises face persistent challenges, including 
inadequate access to finance, limited record-keeping, technological constraints, and market isolation, 
particularly in remote and marginalized communities. This research article, derived from an extensive 
doctoral study, investigates the survival, growth, and socio-economic contributions of micro 
entrepreneurs across Nepal’s Mountain, Hill, and Terai regions. Using a mixed-methods approach 
involving Key Informant Interviews (KIIs), Focus Group Discussions (FGDs), and case studies, the study 
explores the lived realities of micro entrepreneurs while linking them to broader development policies. 
Findings reveal that MEs significantly enhance income, self-reliance, and skill development, yet remain 
constrained by structural barriers and policy gaps. The article underscores the need for integrated 
support systems, inclusive financing mechanisms, and capacity-building initiatives to strengthen MEs’ 
resilience. By contextualizing the findings within Nepal’s diverse ethnic and socio-cultural landscape, this 
study highlights the transformative potential of micro enterprises in national development. Ultimately, the 
research demonstrates that fostering entrepreneurship at the micro level is not merely an economic 
intervention but also a pathway to social justice, equity, and sustainable prosperity in Nepal.  
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Introduction 

 Micro enterprises are increasingly recognized as a vital force for poverty reduction and 
sustainable socio-economic development across developing nations (International Labour Organization 
[ILO], 2019). In the case of Nepal, where agriculture still dominates the economy and rural 
unemployment remains high, MEs have emerged as an indispensable driver of local transformation 
(Asian Development Bank [ADB], 2020). These enterprises not only create self-employment and wage 
opportunities but also contribute to enhancing social capital, empowering women and marginalized 
groups, and revitalizing traditional skills within a modern economic framework (Dhakal, 2018). 
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 The significance of MEs in Nepal becomes more evident when analyzed against the backdrop of 
the country’s structural constraints. Nepal is characterized by diverse topography—mountains, hills, and 
lowland plains—that pose logistical, infrastructural, and economic challenges. In such a context, small-
scale, locally embedded enterprises offer a flexible and adaptive approach to generating livelihoods 
where large industries cannot operate effectively (Pokharel, 2021). Importantly, MEs function as engines 
of inclusivity: they absorb underutilized labor, offer opportunities to women who are otherwise excluded 
from formal economic structures, and empower ethnic minorities whose cultural skills can be 
commercialized through small-scale production (Shrestha & Adhikari, 2020). 

 Globally, MEs are acknowledged as key to achieving Sustainable Development Goals (SDGs), 
particularly those concerning poverty eradication, gender equality, and decent work (United Nations, 
2015). In Nepal, these enterprises are formally recognized under the Industrial Trade Act (2017), which 
defines micro enterprises as those with fewer than nine employees, excluding land and buildings, and 
with investments not exceeding NPR 0.5 million (Government of Nepal, 2017). This legal definition not 
only formalizes the role of MEs but also underscores their strategic importance in the nation’s 
development policy. However, despite such recognition, micro enterprises in Nepal operate in a fragile 
ecosystem characterized by weak institutional support, financial exclusion, and limited access to modern 
technology (Karki, 2019). 

 The academic significance of studying MEs in Nepal lies in their dual role: as economic entities 
and as instruments of social transformation. They are embedded within Nepal’s ethnic and cultural 
diversity—ranging from Brahmin/Chhetri communities to Janajatis and Dalits—each of which carries 
distinct traditions, crafts, and entrepreneurial patterns (National Statistics Office [NSO], 2021). This 
cultural dimension adds richness to the study of MEs, positioning them as both economic and cultural 
assets. Yet, this embeddedness also exposes them to vulnerabilities arising from social stratification, 
caste dynamics, and regional inequalities (Bista, 2020). 

 This research article builds on doctoral-level fieldwork that covered three representative districts 
from Bagmati Province, encompassing mountain, hill, and Terai regions. It combines quantitative data 
with qualitative insights to provide a nuanced understanding of how micro entrepreneurs survive, grow, 
and contribute to Nepal’s socio-economic transformation. The study’s contribution lies not only in 
documenting the successes and struggles of micro entrepreneurs but also in connecting these findings to 
larger debates about sustainable rural development, inclusive growth, and the role of grassroots 
entrepreneurship in post-conflict, developing societies. 

In doing so, the article addresses three fundamental questions: 

• How do micro enterprises contribute to the socio-economic transformation of Nepalese 
communities? 

• What are the major challenges that hinder the growth and sustainability of micro entrepreneurs? 

• What policy measures and institutional interventions are required to strengthen MEs as agents 
of change? 

 By answering these questions, this study positions MEs as a critical site of inquiry for both 
scholars and policymakers interested in inclusive economic transformation. The findings not only inform 
academic debates but also carry practical implications for government bodies, donors, NGOs, and civil 
society actors seeking to enhance the resilience and sustainability of Nepal’s micro enterprise sector. 

Objectives and Scope of the Study 

The primary aim of this study is to explore the contributions, challenges, and potential of micro 
enterprises in Nepal as vehicles for socio-economic transformation. The specific objectives can be 
summarized as follows: 

• To examine the survival strategies and growth patterns of micro enterprises across 
Nepal’s Mountain, Hill, and Terai regions. 

• To assess the role of MEs in poverty alleviation, employment generation, and income 
enhancement within local communities. 

• To evaluate the contribution of MEs to women empowerment and the upliftment of 
marginalized groups, with a focus on their capacity to generate inclusive development. 
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• To identify the institutional, financial, and infrastructural challenges that limit the 
sustainability and scalability of MEs in Nepal. 

• To propose policy recommendations and practical strategies for strengthening micro 
enterprises as drivers of national development. 

 The scope of the study is both geographical and thematic. Geographically, the research 
focuses on three districts from Bagmati Province, chosen to represent Nepal’s diverse ecological belts—
mountain, hill, and Terai. This selection ensures that the findings are not region-specific but instead 
reflect the heterogeneity of Nepal’s socio-economic landscape. Thematically, the research encompasses 
multiple dimensions: entrepreneurship, gender, poverty, ethnicity, and rural development. 

 Limitations must also be acknowledged. The study focuses only on selected districts rather than 
all seven provinces of Nepal, primarily due to resource and time constraints. Furthermore, data collection 
faced challenges because many micro entrepreneurs did not maintain written records of business 
transactions, necessitating reliance on self-reported information. Despite these constraints, the research 
offers valuable insights that are both contextually grounded and broadly relevant to Nepal’s development 
discourse. 

Literature Review 

 The literature on micro enterprises situates them as vital components of developing economies. 
Globally, MEs have been credited with contributing to grassroots economic development, fostering self-
employment, and creating opportunities for marginalized groups (Mead & Liedholm, 1998; Naudé, 2010). 
Scholars argue that MEs are particularly significant in countries with high levels of rural poverty, where 
formal industrial employment remains limited (Khalid & Nyborg, 2020). 

 In the South Asian context, MEs have played a critical role in balancing economic modernization 
with cultural continuity. Studies highlight how small-scale enterprises enable communities to adapt 
traditional skills—such as handicrafts, weaving, and food processing—into marketable economic 
activities (Singh, 2017). In Nepal, this intersection of tradition and entrepreneurship is especially visible 
among Janajati and Dalit groups, where micro enterprises serve as a medium of cultural expression as 
well as income generation(Gurung, 2019). 

 Furthermore, the Industrial Trade Act of Nepal (2017) has provided a clear statutory definition 
for micro enterprises, emphasizing their small investment capacity, limited energy consumption, and 
modest workforce size (Government of Nepal, 2017). This legal recognition has been complemented by 
government and donor-funded programs aimed at supporting rural entrepreneurship (ADB, 2020). 
However, existing research also documents persistent gaps in access to credit, technical skills, and 
market linkages, which continue to limit the sector’s growth potential (Dhakal, 2018; Pokharel, 2021). 

 Ethnic and cultural diversity further shapes the dynamics of micro enterprises in Nepal. 
According to the 2021 National Statistics Office (NSO), Chhetris and Hill Brahmins collectively form 
nearly 28% of the national population, while Janajatis represent another significant portion. These 
groups, along with Dalits and Madhesi communities, engage in diverse entrepreneurial activities shaped 
by their socio-cultural backgrounds (Bista, 2020). Literature emphasizes that caste and ethnicity not only 
influence access to resources but also determine the social acceptability of entrepreneurial pursuits, 
thereby impacting enterprise sustainability(Shrestha & Adhikari, 2020). 

 Beyond the statutory recognition and cultural embeddedness of micro enterprises (MEs), 
existing scholarship reveals their multi-dimensional impacts on socio-economic development. In Nepal, 
MEs are seen as a strategy not only for income generation but also for promoting social inclusion, 
particularly of women and disadvantaged groups (Karki, 2019). Studies conducted across South Asia 
demonstrate that women-led micro enterprises contribute significantly to household decision-making, 
improve educational opportunities for children, and enhance nutritional standards by increasing 
household income (Singh, 2017; Khalid & Nyborg, 2020). These findings resonate strongly within Nepal’s 
context, where patriarchal norms and limited access to formal employment restrict women’s participation 
in the broader economy. 

 Several empirical studies have also highlighted the transformative potential of micro enterprises 
in reducing rural poverty. By diversifying income sources away from subsistence agriculture, MEs help 
households stabilize consumption and build resilience against economic shocks (Naudé, 2010). 
Moreover, micro enterprises often stimulate local economies by creating demand for raw materials, 
transport, and ancillary services, generating multiplier effects that extend beyond the entrepreneur’s 
household (Mead & Liedholm, 1998). 
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 However, the literature consistently identifies structural barriers that hinder the growth and 
sustainability of MEs. Among these are limited access to affordable credit, inadequate financial literacy, 
lack of exposure to new technologies, and weak market linkages (Dhakal, 2018; Gurung, 2019). 
Research from Nepal and neighboring countries has shown that financial institutions often perceive micro 
enterprises as high-risk borrowers, leading to credit rationing. As a result, entrepreneurs rely on informal 
lenders, which perpetuates cycles of debt (Pokharel, 2021). Similarly, the absence of organized market 
systems for micro-enterprise products results in limited scalability and vulnerability to market fluctuations 
(ADB, 2020). 

 In addition, the intersectionality of caste, ethnicity, and gender shapes entrepreneurial 
outcomes. Janajatis, Dalits, and Madhesis often face systemic discrimination in accessing markets, 
resources, and institutional support, which undermines their entrepreneurial potential (NSO, 2021). 
These social barriers amplify the need for targeted interventions that address not just economic but also 
socio-cultural constraints (Shrestha & Adhikari, 2020). 

 Overall, the literature establishes a dual narrative: micro enterprises are both a site of 
opportunity and vulnerability. They embody the resilience of marginalized groups while simultaneously 
exposing the gaps in state and institutional support systems. This research builds on these debates by 
providing field-based evidence from Nepal, thereby contributing new insights into how MEs function 
within the country’s unique socio-economic and cultural context. 

Research Methodology 

 The methodology of this study was designed to capture both the quantitative and qualitative 
dimensions of micro enterprise development in Nepal. Recognizing that micro enterprises are embedded 
within complex social, cultural, and economic environments, the study adopted a mixed-methods 
approach that combined structured surveys with in-depth qualitative tools. 

Research Design 

 The research focused on three districts of Bagmati Province, representing Nepal’s ecological 
diversity—mountain, hill, and Terai regions. This geographical spread ensured that the findings reflect 
varied socio-economic and cultural conditions rather than being restricted to a single ecological zone. 

Data Collection Methods 

• Key Informant Interviews (KIIs): Interviews were conducted with government officials, 
representatives of cottage and small industry offices, local government focal persons, and 
leaders of micro entrepreneur associations. These interviews provided institutional perspectives 
on policies, challenges, and opportunities for MEs. 

• Focus Group Discussions (FGDs):FGDs were organized with groups of micro entrepreneurs 
across the three districts. These discussions enabled the collection of collective experiences, 
peer-to-peer comparisons, and shared challenges within local contexts. 

• Case Studies: Selected micro entrepreneurs were studied in-depth to trace their 
entrepreneurial journeys, including motivations, struggles, achievements, and long-term 
sustainability. 

• Surveys: Structured questionnaires were distributed to a representative sample of micro 
entrepreneurs to gather quantitative data on demographics, enterprise size, investment levels, 
income generation, employment creation, and challenges faced. 

Analytical Framework 

 Data were analyzed using both descriptive statistics and thematic content analysis. 
Quantitative data helped in mapping the scale, scope, and economic contributions of MEs, while 
qualitative narratives provided insights into lived experiences, survival strategies, and the socio-cultural 
dynamics shaping entrepreneurship. Triangulation was employed to validate findings across data 
sources. 

Findings and Analysis 

 The findings from the field survey and qualitative inquiry underscore the significant role that 
micro enterprises play in Nepal’s socio-economic transformation. However, they also reveal persistent 
constraints that limit the full potential of MEs. 
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• Contribution to Income and Employment 

 Micro enterprises emerged as crucial sources of income diversification. Many households 
reported a shift from subsistence agriculture to mixed-income strategies that included earnings from MEs. 
Women-led enterprises were particularly impactful, as they contributed to household expenditures on 
education, healthcare, and improved nutrition. Employment generation was another major contribution; 
MEs not only supported the self-employment of the entrepreneur but also created wage opportunities for 
others in the community. 

Table 1: Contribution of Micro Enterprises to Household Income by Region 

Region Average Contribution of MEs to 
Household Income (%) 

Key Observation 

Mountain 35% MEs supplement agriculture, limited by poor 
market access 

Hill 48% Balanced income sources, stronger 
participation of women 

Terai 55% Higher diversification, stronger access to 
markets and finance 

 

▪ Terai households rely most heavily on MEs for their income, reflecting stronger market 
linkages and better infrastructure. 

▪ Hill households show a moderate contribution, often combining agriculture with micro 
enterprises. 

▪ Mountain households rely less on MEs due to remoteness, limited infrastructure, and 
market isolation. 

 

Figure 1: Contribution of Micro Enterprises to Household Income by Region 

• Women Empowerment and Social Inclusion 

 The study revealed a strong link between MEs and women’s empowerment. Female 
entrepreneurs reported increased self-confidence, participation in household decision-making, and 
greater visibility within community affairs. Similarly, Dalit and Janajati entrepreneurs expressed that 
engaging in micro enterprises provided them with social mobility and dignity previously denied under 
hierarchical caste structures. 
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Table 2: Women Empowerment and Social Inclusion through Micro Enterprises 

Dimension Key Indicators Impact 
Observed (%) 

Observations 

Income 
Control 

Women managing 
household and business 
finances 

70% More women reported 
independent financial decision-
making after starting MEs. 

Household 
Decision-
Making 

Participation in major family 
and spending decisions 

65% Women gained stronger voices 
in areas like education, 
healthcare, and investments. 

Community 
Role 

Engagement in local 
organizations, cooperatives, 
and groups 

55% Increased social recognition, 
though still limited by cultural 
barriers. 

Self-
Confidence 

Personal agency, ability to 
negotiate, social recognition 

60% Entrepreneurs expressed 
improved self-esteem and ability 
to influence others. 

Inclusion of 
Marginalized 

Groups 

Participation of Dalit, 
Janajati, and Madhesi 
entrepreneurs 

37% MEs provided opportunities to 
historically excluded 
communities, promoting dignity 
and visibility. 

 

▪ Micro enterprises directly enhance women’s empowerment by improving financial 
autonomy, household influence, and self-confidence. 

▪ They also advance social inclusion, particularly for marginalized ethnic and caste groups 
(Dalit, Janajati, Madhesi), though cultural constraints still remain. 

▪ These impacts go beyond economics, touching upon social equity and justice, which makes 
MEs unique instruments of inclusive development. 

 

Figure 2: Women Empowerment and Social Inclusion through Micro Enterprises 

• Skill Development and Cultural Revitalization 

 Several micro enterprises were found to rely on traditional skills such as weaving, metalwork, 
and handicrafts. Commercialization of these skills not only generated income but also revitalized cultural 
practices. For example, Janajati artisans who previously produced handicrafts for local use now 
marketed their products to urban and even international buyers, thereby preserving cultural identity while 
fostering economic independence. 
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Table 3: Skill Development and Cultural Revitalization through Micro Enterprises 

Aspect Key Indicators Impact 
Level 

Observations 

Traditional 
Skills 

Weaving, pottery, handicrafts, 
metalwork 

High 
85% 

Micro enterprises commercialized local 
skills, creating income opportunities 
while preserving heritage. 

New Skills 
Acquired 

Book-keeping, marketing, 
packaging, digital literacy 

Medium 
65% 

Entrepreneurs learned essential 
business and management skills to 
sustain enterprises. 

Youth 
Involvement 

Participation of younger 
generations in family 
enterprises 

Medium 
60% 

Youth adopted both traditional and 
modern skills, ensuring continuity and 
innovation. 

Cultural 
Identity 

Promotion of ethnic and 
community-based crafts 

High 
80% 

Enterprises reinforced cultural pride 
and recognition, especially among 
Janajati and Dalit groups. 

Market 
Expansion 

Access to urban and 
international buyers 

Medium 
70% 

Local crafts gained exposure to larger 
markets, linking tradition with modern 
economic growth. 

 

▪ MEs not only generate income but also revitalize cultural practices, ensuring they remain 
relevant in modern markets. 

▪ They serve as a bridge between traditional heritage and new skills, helping both older 
and younger generations adapt. 

▪ Cultural pride and identity are strengthened when crafts are commercialized and 
appreciated in broader markets. 

 

Figure 3: Skill Development and Cultural Revitalization through Micro Enterprises 

• Financial and Institutional Challenges 

Access to finance emerged as the most critical barrier. Many entrepreneurs lacked collateral, making 
them ineligible for bank loans. Even when microcredit programs were available, high interest rates and 
bureaucratic hurdles discouraged participation. Inadequate record-keeping further limited their ability to 
access formal credit facilities, as financial institutions demanded documentation that entrepreneurs did 
not maintain. 
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Table 4: Financial and Institutional Challenges of Micro Enterprises 

Challenge Area Specific Issues Identified Impact Level Observations 

Access to Credit Lack of collateral, high interest 
rates, bureaucratic hurdles 

High 
90% 

Many entrepreneurs 
excluded from formal loans; 
rely on informal lenders. 

Microfinance 
Limitations 

Small loan sizes, short 
repayment cycles, hidden 
costs 

Medium 
70% 

Prevents enterprises from 
scaling; leads to debt 
cycles. 

Financial 
Literacy 

Poor record-keeping, limited 
understanding of banking 
systems 

High 
85% 

Entrepreneurs unable to 
provide required documents 
for loans. 

Institutional 
Awareness 

Low knowledge of available 
government/NGO support 
programs 

Medium 
65% 

Most entrepreneurs 
unaware of schemes and 
subsidies. 

Policy 
Implementation 

Gaps 

Weak coordination among 
agencies, fragmented 
interventions 

High 
80% 

Policies exist but delivery is 
inconsistent and ineffective. 

 

▪ The most critical issues are lack of collateral, high interest rates, and weak financial 
literacy, which prevent entrepreneurs from entering formal credit systems. 

▪ Even when policies/programs exist, poor awareness and fragmented implementation 
reduce their effectiveness. 

▪ Overall, the challenges are systemic, requiring both financial sector reforms and better 
institutional coordination. 

 

Figure 4: Financial and Institutional Challenges of Micro Enterprises 

• Market and Infrastructure Limitations 

Entrepreneurs in remote areas faced acute challenges in accessing markets due to poor road 
connectivity and lack of organized value chains. As a result, they often sold products at lower prices to 
middlemen, reducing their profit margins. Furthermore, the absence of branding, packaging, and quality 
assurance mechanisms restricted their competitiveness in larger markets. 
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Table 5: Market and Infrastructure Limitations of Micro Enterprises 

Limitation Area Specific Issues Identified Impact 
Level 

Observations 

Market Access Dependence on middlemen; 
weak linkages to urban markets 

High 
90% 

Entrepreneurs receive low 
prices; middlemen capture major 
profits. 

Product 
Diversification 

Limited innovation and product 
range 

Medium 
65% 

Traditional goods dominate; lack 
of modern designs reduces 
competitiveness. 

Transport & 
Logistics 

Poor rural roads; high 
transportation costs 

High 
85%  

Remote areas face difficulty 
accessing larger markets. 

Storage 
Facilities 

Lack of cold 
storage/warehousing facilities 

Medium 
70% 

Leads to spoilage and loss, 
especially for perishable goods. 

Digital 
Infrastructure 

Limited access to e-commerce 
and digital marketing tools 

Medium 
68% 

Entrepreneurs miss opportunities 
for online sales and branding. 

Utilities & Power Unreliable electricity and water 
supply 

High 
88% 

Affects productivity and quality of 
manufactured goods. 

 

▪ The most critical issues are market dependency on middlemen, poor logistics, and 
unreliable utilities. 

▪ Medium-level issues like weak product diversification and lack of digital infrastructure 
further reduce competitiveness. 

▪ Without improvements in market systems and physical infrastructure, MEs struggle to 
expand beyond survival level. 

 

Figure 5: Market and Infrastructure Limitations of Micro Enterprises 
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• Institutional Support and Policy Gaps 

Although several government and donor programs exist to support micro enterprises, their 
implementation was found to be inconsistent and fragmented. Entrepreneurs reported limited awareness 
of available programs and minimal interaction with government agencies. This gap between policy and 
practice has undermined the potential of existing institutional frameworks. 

Table 6: Institutional Support and Policy Gaps in Micro Enterprises 

Area of Concern Specific Issues Identified Impact Level Observations 

Policy 
Framework 

Industrial Trade Act (2017) exists 
but weakly implemented 

High 
85% 

Policies are not effectively 
translated into ground-level 
benefits. 

Institutional 
Coordination 

Overlapping roles of government, 
NGOs, and donor agencies 

High 
88% 

Fragmentation leads to 
duplication of programs and 
wasted resources. 

Awareness of 
Schemes 

Low awareness among 
entrepreneurs of available 
subsidies/support 

Medium 
65% 

Many micro entrepreneurs 
are unaware of government 
and NGO schemes. 

Training & 
Capacity 
Building 

Limited frequency and coverage 
of entrepreneurship training 

Medium 
68% 

Trainings often urban-
centered; rural 
entrepreneurs excluded. 

Monitoring & 
Evaluation 

Weak follow-up and impact 
assessment of programs 

High 
82% 

Lack of accountability 
results in short-lived 
initiatives. 

Inclusivity of 
Policies 

Inadequate targeting of women, 
Dalit, and Janajati groups 

Medium 
70% 

Policies often fail to reach 
marginalized communities 
effectively. 

 

▪ The most pressing gaps are weak implementation, poor coordination, and lack of 
monitoring, which undermine the potential impact of policies. 

▪ While training and schemes exist, they often fail to reach rural and marginalized 
entrepreneurs, limiting inclusivity. 

▪ Stronger institutional frameworks and accountability mechanisms are needed for MEs 
to thrive sustainably. 

 

Figure 6: Institutional Support and Policy Gaps in Micro Enterprises 
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Discussion 

 The findings highlight the paradoxical nature of micro enterprises in Nepal: while they are vital 
engines of socio-economic transformation, they remain trapped within cycles of vulnerability. Their 
contributions to income generation, women empowerment, and cultural revitalization cannot be 
understated; however, their fragility in terms of financial sustainability and market integration limits their 
overall impact. 

 When juxtaposed with global and South Asian literature, the Nepalese case underscores a 
recurring theme: the tension between opportunity and constraint. Similar to experiences in India and 
Bangladesh, Nepal’s micro entrepreneurs thrive in resource-scarce environments by leveraging local 
skills and community networks. Yet, structural inequalities—particularly those linked to caste, ethnicity, 
and gender—continue to restrict their full potential. 

 Importantly, the discussion also reveals that the success of micro enterprises cannot be 
measured purely in economic terms. Their contribution to social capital, empowerment, and cultural 
preservation makes them unique instruments of development. However, without systemic reforms in 
financial inclusion, market access, and institutional coordination, the transformative potential of MEs will 
remain underutilized. 

  The results of this study reaffirm that micro enterprises (MEs) are not merely economic 
actors but multidimensional catalysts of change in Nepal. Their contributions extend beyond poverty 
reduction to touch aspects of gender relations, social equity, and cultural resilience. For instance, 
women-led enterprises do not only provide economic empowerment but also shift gender dynamics 
within households and communities, creating new avenues for leadership and participation. Similarly, 
Dalit and Janajati entrepreneurs leverage micro enterprises to challenge entrenched hierarchies, thereby 
aligning with broader goals of social justice. 

 At the same time, the constraints faced by MEs reflect systemic weaknesses in Nepal’s 
development infrastructure. The absence of strong market linkages and institutional support systems 
reinforces the dependency of entrepreneurs on middlemen and informal lenders. These structural 
limitations mirror patterns observed in other developing economies, where micro enterprises function as 
safety nets but rarely evolve into sustainable, scalable ventures without targeted interventions. 

 Another key insight is the interdependence of economic and cultural dimensions of micro 
entrepreneurship. By reviving traditional skills and crafts, MEs contribute to cultural preservation while 
simultaneously creating pathways for economic survival. This dual role suggests that policy interventions 
must go beyond economic frameworks and incorporate cultural dimensions to ensure sustainability and 
community ownership. 

 The findings also indicate that while Nepal’s Industrial Trade Act (2017) provided a necessary 
legal framework, its implementation has been weak. Policy initiatives have largely remained fragmented 
across government agencies, NGOs, and donor programs, resulting in duplication of efforts and 
confusion among entrepreneurs. This underscores the need for integrated institutional mechanisms 
that consolidate support services, streamline financing options, and build long-term market strategies. 

 Ultimately, the discussion situates Nepal’s MEs within the global discourse on the Sustainable 
Development Goals (SDGs). Their role directly aligns with SDG 1 (No Poverty), SDG 5 (Gender 
Equality), and SDG 8 (Decent Work and Economic Growth). Strengthening MEs can thus serve as an 
effective strategy for Nepal to achieve its SDG commitments, provided that systemic bottlenecks are 
addressed. 

Conclusion 

 This study highlights the transformative role of micro enterprises in Nepal’s socio-economic 
landscape. By providing employment, generating income, empowering women, and revitalizing cultural 
traditions, MEs have established themselves as vital agents of grassroots development. Their 
contributions are particularly significant in rural and marginalized communities, where formal economic 
opportunities are scarce. 

 However, the research also reveals critical challenges: limited access to affordable finance, 
weak infrastructure, inadequate record-keeping, and insufficient institutional support. These barriers 
hinder the sustainability and scalability of MEs, trapping them in cycles of vulnerability despite their 
demonstrated potential. 
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 The conclusion is clear: micro enterprises are indispensable for Nepal’s inclusive 
development but require systemic support to realize their full potential. Without policy interventions 
that address structural barriers, MEs will remain underutilized despite their central role in poverty 
alleviation and social transformation. Conversely, with targeted support, they can become powerful 
engines of sustainable, inclusive growth. 

Recommendations 

 Based on the findings and discussion, the following recommendations are proposed for 
policymakers, development practitioners, and civil society organizations: 

Financial Inclusion and Credit Access 

• Develop collateral-free microfinance programs tailored specifically to micro entrepreneurs, 
especially women and marginalized groups. 

• Simplify loan application processes and reduce bureaucratic hurdles to enhance accessibility. 

• Encourage partnerships between banks, cooperatives, and microfinance institutions to diversify 
financial channels. 

Capacity Building and Skill Development 

• Introduce training programs on financial literacy, record-keeping, digital marketing, and 
product diversification. 

• Provide technical assistance to help entrepreneurs upgrade from traditional practices to semi-
modern production techniques. 

• Encourage entrepreneurship education at the community level to nurture future generations of 
micro entrepreneurs. 

Market Linkages and Infrastructure Development 

• Establish value chains and cooperatives that connect micro entrepreneurs directly to larger 
markets, bypassing exploitative middlemen. 

• Invest in infrastructure such as rural roads, digital platforms, and marketplaces to facilitate 
easier product mobility. 

• Promote branding and certification programs to enhance the competitiveness of Nepali micro-
enterprise products in domestic and international markets. 

Institutional Coordination and Policy Integration 

• Create a centralized institutional mechanism to coordinate the efforts of government 
agencies, NGOs, and donor organizations. 

• Develop integrated policies that link micro enterprises to broader national development 
strategies, including SDG implementation. 

• Ensure transparency and accountability in program delivery to prevent duplication and misuse of 
resources. 

Social and Cultural Inclusion 

• Design programs that are sensitive to caste, ethnicity, and gender, ensuring equitable access to 
resources and opportunities. 

• Support women-led and indigenous enterprises by providing targeted subsidies, mentorship, 
and networking opportunities. 

• Recognize the cultural dimension of micro enterprises and support initiatives that preserve and 
commercialize traditional crafts. 

Final Reflections 

 The future of Nepal’s development lies not only in large-scale industrialization but equally in 
strengthening the resilience and creativity of its micro entrepreneurs. Micro enterprises embody the 
principles of self-reliance, inclusivity, and sustainability—values that resonate deeply within Nepal’s 
socio-cultural fabric. By addressing the systemic challenges outlined in this research, policymakers and 
practitioners can unlock the untapped potential of micro enterprises, transforming them into sustainable 
engines of national prosperity. 
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 This research article therefore contributes to both academic and policy debates by 
demonstrating that micro enterprises in Nepal are far more than survival strategies; they are pathways 
to empowerment, equality, and long-term development. 
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