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Executive Summary
The studies show that forest resources in Nepal have great potential to
contribute equally in local and national economy of the country.
However, studies, field observation and stakeholder consultation over a
couple of years suggest that the establishment and operation of forest
based enterprises in Nepal is one of the less successful sectors.
At present most of the forestry sector programmes and interventions in
Nepal have prioritized the establishment and promotion of forest based
enterprises. The main objective of their priority is to increase the
economic contribution of the forestry sector by producing job
opportunities at the local level and increase national revenue. Multi
Stakeholder Forestry Program (MSFP) was also implemented with the aim
of supporting to the establishment and development of forest based
enterprises as one of its prioritized activities in Nepal.
The MSFP Lot 1, jointly implemented by Rural Reconstruction Nepal
(RRN) and ForestAction Nepal, during the last three years (March 2013 to
July 2016) has also supported in the establishment and functioning of
more than 100 forest based and forest related enterprises in Koshi Hill
districts (Dhankuta, Terhathum, Bhojpur, Sankhuwasabha). In addition,
four enterprises have been supported as piloting interventions for three
models (viz. co-operative model, community-private partnership model,
and private model) to draw field based lessons and knowledge from Koshi
Hill districts.
It is learned that existing forestry sector policies and regulations in Nepal
do not facilitate the establishment and functioning of the forest based
enterprises. Moreover, the regulatory nature of forestry bureaucrats and
officials from national to the local level discourages people (and local
communities) from this sector. Lack of basic infrastructure of development,
such as road transportation, electricity and communication is also equally
hindering the establishment and functioning of the forest based enterprises
in the rural villages. In addition, establishing and functioning forest based
enterprises for the people in rural area itself is challenging. Availability of
individuals with at least basic technical capacity and skills that are
required for an enterprise is very rare and access to basic services for the
operation of an enterprise, such as access to finance and access to

improved technology, is very far from the reach for people in rural areas.
In conclusion, establishing and functioning forest based enterprises in
Nepal has become impossible in the absence of technical and financial
support of the external agencies and forestry sector projects like MSFP. In
this context, it is important that the forestry sector stakeholders including
support agencies must be conscious about the possible future implication
of externally supported forest enterprises. It is an imperative that in-depth
studies for exploring possible avenues for the collaboration and
partnership among all stakeholders is crucial for the establishment and
operation of successful forest based enterprises in Nepal; while creating an
enabling policy environment would be the most basic and the primary
step.
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Chapter One

Introduction
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Background
Forests are one of the most important natural resources in Nepal. Forests
cover approximately 40 percent (MSFP, 2013) to 45 percent (DFRS, 2015)
of the national land area. Forest resources in Nepal contribute around 10
percent to Nepal’s Gross Domestic Product (GDP) (MSFP, 2013). Studies
show that forest resources in Nepal have great potential to contribute from
local to national level economy. It contributes to the local livelihoods and
national economy through different means such as carbon trading,
environmental services, timber production, herbal and aromatic plants and
forest based enterprises.
Establishing forest based enterprise is one of the most potential sectors of
Nepal's forest resources for two reasons i.e. generating job opportunities
and increasing trade markets. However, establishment and operation of
forest based enterprises are far from the success and achievements of its
full potentials. Despite these facts, some successful examples exist in
different parts of the country. But documentation and analysis of these
examples are still lacking yet such processes have a direct implication in
the effective communication, advocacy and lobby for deliberative policy
making processes.
Nepal’s rich diversity in terms of ecological features and geographical
landscapes indicates the possibility of initiating diverse forms of economic
activities, particularly establishing and operating different types of forest
based enterprises. The plain land of Tarai is highly potential for timber
based enterprises while mountain belt is highly potential for varieties of
valuable Non Timber Forest Products (NTFP). For example, Koshi Hill
districts are rich in terms of the availability of different types of forest
resources that have high potentials for the establishment and development
of forest based enterprises (Rai & Chapagain, 2014; Rai, et al., 2015).
Promoting forest based enterprises has become one of the priorities to the
stakeholders of the forestry sector including the government and forestry
sector support agencies. For instance, the Multi Stakeholder Forestry
Programme (MSFP), a core forestry sector programme of the Nepal
government, has also a priority in supporting forest based enterprises to
contribute local to the national economy. It aims to "increase investment
2

of private sector like farmers, entrepreneurs and financial institutions to
crease/increase jobs in the forestry sector". The expected output of these
interventions is to have "Lasting business partnerships established between
private sector, local forestry groups and farmers for forest-based
enterprise".
The MSFP LOT 1 has been implemented in four districts of the Koshi Hill
region. This is a joint venture of two national organizations (Rural
Reconstruction Nepal [RRN] and ForestAction Nepal [FAN]); while the
local level implementation of the activities has been done through the
partnership of local organization, known as Local Implementing Partner
Organizations (LIPOs). Encouraging private sector investment in the
forestry enterprises has been adopted as prioritized approach for the
promotion of forest based enterprises in MSFP Lot 1 district. Identification
of the potential enterprises and entrepreneur groups, provide matching
funds for identified enterprises/entrepreneurs, support/facilitate to establish
potential new enterprises, and train/capacitate entrepreneurs are major
activities of MSFP Lot 1. In addition, piloting three models of forest based
enterprises (cooperative model, community-private partnership model,
and private model) is one of the important components of MSFP Lot 1.
This booklet is a description of the piloting processes and activities of the
three models of forest based enterprises in Koshi Hill districts and the
lessons learned from the piloting activities. Different activities were
conducted in the piloting processes and some key lessons were learned
from these interventions.
The purposes of the piloting activities were to comprehend opportunities
and challenges of forest based enterprises in Nepal and communicate the
lessons learned to the policy makers. So, the general objective of these
piloting activities was to draw lessons from three models of forest based
enterprises. The objective of this report is to document and analyze the
whole processes of piloting activities and analyze them to draw policy and
practical lessons.
Documentation and analysis of this report are primarily based on the
engagement in piloting activities that include selection of the enterprise,
facilitation for the development of piloting enterprise, provide piloting
supports, and consultation with the related stakeholders. The observations
3

and reflection from the consultation with stakeholders for identification
and selection of the appropriate enterprises or community for piloting
activities, and piloting activities in the particular enterprise have become
important part of this report. The analysis has also been complemented by
the review of relevant literatures and reports.

Forest Resources in Nepal
Forestry sector contributes 0.9 % to the global GDP and employs 0.4% of
the global labour force; while it contributes 0.6% to the GDP and employs
0.1% of total labour force in Nepal (FAO, 2014). The decline in the
prominence of contribution made by forestry sector to economy is mainly
the result of the rapid growth of other non-forestry sectors (Agrawal, et al.,
2013). Governmental figures suggest that forest and agriculture contribute
around 35 % to 40% while forestry alone contributes around 15% to the
National GDP of Nepal (NPC, 2002; NPC, 2007). The economic and
marketing potential of forest products and services is very high in Nepal
(Dhungana & Bhattarai, 2008) though the current trend of forest resource
contribution in revenue generation is not very encouraging. Economic
contribution of forest resources in Nepal is evaluated on the basis of
quantity produced, traded and revenue generated out of three major types
of forest products i.e. timber and firewood, non-timber forest products and
medicinal and aromatic plants (Rai, et al., 2014).
Data from the ministry of forest and soil conservation show that the sell of
overall timber products (mostly from Tarai) has generated greater revenue
followed by NTFPs (mostly from mountains) (MoFSC/DoF 2002-2014).
This means, NTFPs in Nepal have a great potential for contributing to the
local income, employment and improved natural resource management
(Subedi, 1997; Pokharel, et al., n.d.). However, Benefits and economic
potentials have often been romanticized (Banjade & Paudel, 2008).
The forest in Nepal was calculated approximately 40% of the total
national land area (MoFSC, 2013); however, the recently published report
shows approximately 45% (DFRS, 2015). This data clearly indicate
economic potentials of Nepal's forestry sector. However, the national data
on harvesting of the available forest resources are not consistent in Nepal,
which, on the other hand, also indicates either error in the database or
weak forestry sector governance.
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Figure 1: Quantity of timber and firewood collected and traded in Nepal
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12000000.00
10000000.00
8000000.00
6000000.00
4000000.00
2000000.00
0.00

Fiscal Years (2003-2014)
Source: MoFSC/DoF 2059-2070 (BS)

Based on the data presented in the figure 1.1 one can question whether
the timber and firewood production, collection and trade were really
declined or there were some other reasons such as illegal collection and
illegal trading. Though this paper does not answer these questions, the
data indicate that there are some problems in governance of trade and
revenue generation from the timber and firewood in Nepal.

Collected and traaded
quantity (in KG)

Figure 2: Quantity of NTFP collected and traded in Nepal
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The total of 12 types of plant species1 are considered as NTFPs in Nepal
(MoFSC, 2060 to 2070 BS). The quantity of the collection and trade of the
NTFPs during the 11 fiscal years has greatly fluctuated. This fluctuation
also clearly indicates problems in production, harvesting and trade of
NTFPs or in the governance and database management in Nepal.

Collected and traded quantity (in
KG)

Figure 3: Quantity of MAP collected and traded in Nepal2
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The comprehensive data on the collection and trade of the MAPs by the
Department of Forest (DoF) in Nepal have been prepared and published
only after the fiscal year 2063/064. According to this publications, the
total of 164 types of plant species are categorized as MAP in Nepal
(MoFSC/DoF 2064-2070 BS). The collection and trade of the MAPs are
also not consistent over the fiscal years. The collected and traded
quantities of the forest products obviously determine the generated
revenues of the forest products. In general, the data on revenue from forest
products seem more or less similar to the collected and traded quantities.

1

Name of the NTFPs in Nepal: Lauth Salla, Resin, Argeli, Allo, Lokta, Khair, Main, Babiyo/Khar,
Honey, Bhorla leaf, Nigalo, and Amriso including gravel.
2
Publication of the report by Department of Forest did not distinguish Jadibuti before 20634 (BS).
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Total Revenue from Timber and
Firewood (in NRs)

Figure 4: The revenue generated from timber and firewood in Nepal
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The revenue generation from timber and firewood was inconsistent during
the last 11 fiscal years in Nepal. The data on revenue from the NTFPs and
MAPs also exist in the similar patterns.

Total Revenue (in NRs)

Figure 5: The revenue generated from NTFP in Nepal
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Total Revenue (in NRs)

Figure 6: The revenue generated from MAP in Nepal
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The inconsistency in the forestry revenue generated over the different
fiscal years itself is an indication of the problem in forestry sector of Nepal.
Moreover, the wide gaps between the amounts of revenue generated from
three forms of forest resources further are questionable in terms of
establishing forest based enterprises and local livelihoods.
Figure 7: The revenue generated from three types of forest products in
Nepal
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It is noteworthy that the revenue generated from timber and firewood is
large enough compared to the revenue from other two types of forest
resources. This data have a significant meaning to the forest resources,
particularly in the context of establishing and operating forest based
enterprises. Answer to the question of whether MAP and NTFPs have less
potential than timber and firewood for the forest enterprises and local
livelihood is beyond the scope of this booklet and requires further
research and studies.

Policies and Laws on Forest Based Enterprises
in Nepal
There are several laws and policies related to forest based enterprises in
Nepal. The successful establishment and management of the forest based
enterprises are regulated not only by forest related laws but also by the
laws on various sectors such as industries, agriculture, environment,
biodiversity, and natural resources. Obligations to international
conventions and treaties are equally important determinant to the forest
enterprises in Nepal (See Annex 1 for details).
Despite various promises of the government and support agencies, there
are several policy and legal challenges for the establishment of new
enterprises (FAO, 2009a). Moreover, forestry sector policies and laws are
not conducive for the establishment and operation of forest based
enterprises (Info Resources, 2007). For example, dilution, distortion and
ineffective enforcement of original spirit of policies, power imbalance and
conflicts between implementing authorities and various professional and
disciplinary orientations of key regulatory institutions such as different line
ministries and their functional units also bring confusion and contradiction
in establishing and promoting forest based enterprises in Nepal (Ojha, et
al., 2008). Currently, Nepal's forestry sector operates under a complex
policy environment that comprises: a) national level sectoral policies;
especially the acts, regulations, directives, guidelines, and circulars; b)
cross sectoral laws and policies, including the five years periodic plans;
and c) international conventions and treaties; all these are relevant to the
enterprise in Nepal (Kunwar, et al., 2009). So, the stakeholders need to
work together to develop a comprehensive set of support services,
including those for market information, business development services,
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financial services and access to technology for the success of forest based
enterprise (FAO, 2009).
Table 1: Major policies and legal provisions for forest based enterprises
in Nepal
Laws and
Legislations

Existing Key Provisions

Import and Export
(Control) Act, 1957

Considering the scientific studies, the government can ban
to export of any NTFPs/Medicinal and Aromatic Plants
(MAP) to control trade of those species which are
threatened/endangered or CITES listed species

Plant Protection Act
2007

To import and export of NTFPs/MAPs and extracted/value
added products based on NTFPs/MAPs the private sector or
any exporter or importer require to obtain quarantine
certificate to prevent disease and sanitary or photo-sanitary
certificate to maintain hygiene

National Park and
Wildlife
Conservation Act
1973 and associated
regulations

Warden can grant permission to local people for the
collection of raw materials (such as bark of Daphne
bholua, reed, Ischeamum angustifolium etc.) for cottage
industries to produce Nepali paper and various handicrafts
within protected area

Cooperative Act
1992

Cooperative organizations can open NTFPs/MAPs based
enterprises and they can be benefited from income tax
exemption

Forest Act 1993

Government has authority to ban for collection, transport
and export of any species of NTFPs/MAPs (sec. 70a);
detailed description for regulating procedures required to
utilize NTFPs and MAPs (rule 11, 12,13,14); and 237
NTFPs/MAPs are listed and classified into eight categories

Forest Regulation
1995

Environment
Protection Act 1997
Environment
Protection
Regulation 1997
Local SelfGovernance Act
(LSGA) 1999
Local Self
Governance
Regulation 2000

Requires preparation and approval of Initial Environmental
Examination (IEE) or Environmental Impact Assessment
(EIA) to collect NTFPs/MEAs and establish NTFPs/MEAs
based enterprise; however, IEE/EIA is not required to
establish cottage industries
Has given authority to District Development Committee
(DDC) for the collection of tax from NTFPs/MAPs trading
(sec. 215); Act and Regulation has given right to DDC
Council for the approval of rate of local tax collection from
traders of NTFPs/MAPs that are produced within the district
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National
Biodiversity Strategy
2002

Provides systematic approaches and strategies for the
promotion of NTFP, provision for equitable benefit sharing,
and sustainable harvest of NTFPs/MAPs

Resin Collection
(Procedure)
Directives 2007

Describes the area selection procedure for resin collection,
technology for its collection, security measures, monitoring
system of resin collection; fire management and law
enforcement mechanism during the collection of resin
from all types of forests by the communities or private
sector for all types of forest including community forest

NTFP Inventory
Guideline 2012

Describes the process for inventory of leafs, roots, barks,
flowers and whole part of NTFPs and it also explained the
detailed inventory methods of 30 prioritized NTFPs and
MAPs

(gazette notification)
(see table in first
chapter)

Government of Nepal has published a gazette notification
that has provision to regulate the collection, marketing and
export of various NTFPs/MAPs (eight time after formulation
of MPFS)

Master Plan for Forestry Sector (MPFS), 1988 is Nepal government's one
of the major long term (25years) plans for the development of forestry
sector. It has the objectives to meet basic needs of people on sustained
basis, conserve ecosystem and genetic resources, protect land against
degradation and other ecological imbalance and contribute in local and
national economy. Six major programmes (community and private
forestry, national and leasehold forestry, wood-based industries, medicinal
and aromatic plants, soil conservation and watershed management,
conservation of ecosystems and genetic resources) and six supportive
programmes (policy and legal reforms, institutional reforms, human
resource development, research and extension, forest resources
information system and management planning, monitoring and evaluation)
are mentioned in this document.
Forest Act, 1993 and Forest Regulation, 1995 provide enabling legislation
to permit Forest User Groups (FUG) to obtain 100% of all benefits from
their community forests. However, some constraints exist in these laws
and regulations. Two important constraints are: first, the laws and legal
provisions are comparatively conservation oriented that impose excessive
control to NTFP resources (excessive bureaucratic procedures for
collection, transport, processing and sale); second, the permit and royalty
11

systems for collection from government-managed forests do not facilitate
sustainable management (Kanel, 1999; Subedi, 1999; Ojha, 2000 in
Pokharel, et al., 2006). The registration of forest based enterprises requires
a recommendation from the DFO, which in practice is very difficult.
Moreover, a legal provision about the distance of forest based enterprises
itself is one of the constraints for the registration of forest based enterprise.
Similarly, the provision of the Company Act, 1997, for the enterprise
registration is also very lengthy, expensive, and tedious. For example,
companies must often appear in Kathmandu to be registered. Therefore,
hiring a legal advisor with payment is often necessary. In addition,
enterprises need to renew their registration every year for which a number
of documents are again required.
Despite the different legal provisions about the environment and
international binding laws such as CIRES, 1973 and IPPC, 1997, the Local
Self Governance Act (LSGA) further creates confusion about the access to
forest resources. Besides legal difficulties there are various practical
difficulties for the establishment and running of the forest based
enterprises. One of the important difficulties is uncontrolled and
authoritative power of DFO. This means a DFO has almost uncontrolled
authoritative power when it comes to dealing with forest resources. For
example, recommendation, permits, order and consent of DFO are
essential at different levels of forest based enterprise establishment and
operation. This authoritative power slows the enterprise running
processes. It is liable to petty corruption and delays, particularly in
situations where the attitude of DFOs is negative. At checkpoints and
stops, bribe-seeking tendency (common in the contractor-based business
model) has important negative impact on pro-poor enterprises.
Operation of forest based enterprises is difficult and complicated due to
the provision of DFOs official permission for all levels such as registration,
collection of raw materials, processing/production of goods,
environmental
provisions
(EIA/IEE),
financing,
tax
systems,
transportation/storage, marketing (domestic and international), and
revenue distribution (in community based enterprises). Similarly, rent
seeking behavior of forest and finance bureaucracy through imprecise
taxation is also a big problem in operating forest based enterprises in
Nepal.
12

Categorization of Forest Based Enterprises in
Nepal
Many of informal forest based enterprises are operated by individual and
family with small investment mainly for generation of petty cash while the
formal enterprises are run by community or consortium of individual or
communities or collaboration between community, individuals or private
institutions. The formal enterprises of these types are usually supported by
NGOs and government projects. Collaborative institutional arrangement
with community and private sector involvement is most prominent in the
forest based enterprise in Nepal with either private sector leading the
enterprise or the community leading the enterprise. Both modalities have
their own merits and demerits based on various governance aspects like
decision making and transparency.
Most of the enterprises are involved in trade of dried, unprocessed
products, such as medicinal and aromatic products, mushrooms and
health foods, along with species and flavors. Some are involved in value
added processing such as essential oil, plant fibers, handmade papers,
edible oil, gums and resins, and herbal dyes. A few final consumer
products produced include Ayurvedic preparations, handmade paper, wild
fiber cloths, personal care products, herbal teas and handicrafts (FAO,
2009a).
The establishment of forest based enterprises is determined by various
factors. Only the availability of the tradable raw materials does not
automatically lead to the creation of enterprise, rather it requires
knowledge, technology and market demand. Further, value chain
interventions are required to generate better income or employment with
dignity to a large number of people from forest-based enterprises (Subedi,
et al., 2014).
A number of forest enterprises have been built on the foundation of
existing ethno-biological knowledge and skills of the indigenous peoples
and local communities, such as enterprises based on the knowledge about
metal, leather, woods, bamboos, stones, plants and animals for fulfilling
their everyday needs for livelihood. These enterprises are operated by the
use of locally available natural resources including forest resources and
have been managed under different management modalities.
13

According to the ownership structure, the enterprises in Nepal can broadly
be categorized into seven types (Subedi, 2004). But talking about the
forest enterprises there are about five types in terms of the use of forest
resources. Legally the enterprises become a private company if the
involved members are 50 at minimum and the cooperatives if there are a
minimum of 25 members. The broad categorization of the forest
enterprises in Nepal are discussed below:
Table 2: Categorization of forest based enterprises in Nepal
Basis of Categories
Based on Types of Forest
Resources and Products

Types
1. MAP based enterprise
2. NTFP based enterprise
3. Wood based enterprise
4. Agro forestry enterprise
5. Service based enterprise

Based on the Ownership,
Management and Partnership
Model

1. Privately managed enterprise
2. Community managed enterprise
3. Cooperative based enterprise
4. Network of CFUG managed enterprise
5. Public private partnership based
enterprise
6. Government parastatals enterprise
7. Promoters and public shareholders
based enterprises

Among thousands of Non-Timber Forest Products (NTFPs) 700 different
species of plants are identified as high value medicinal and aromatic
plants (MAPs) in Nepal. Therefore, MAP based enterprise is one of the
most potential sectors in Nepal. MAPs includes the plants used to produce
pharmaceuticals, dietary supplement products and natural health products,
beauty aids, cosmetics, and personal care products, as well as some
products marketed in the culinary/food sector. MAPs are the biggest and
by far the most important component among NTFPs and its contribution to
the rural economy and healthcare is significantly more than services
offered by other NTFP sub-sectors (Pyakurel & Baniya, 2011). Medicinal
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plants are responsible for maintaining the health of about 70% to 80%
people of Nepal (Manandhar, 2002). High value MAPs are more abundant
in the alpine areas of Nepal, particularly in higher altitude range lands
above 3000m. Nepali medicinal and aromatic plants and their products
are of major importance, especially for subsistence. They are important
because these are sources of local medicine in the context of poor access
to modern health facilities and source of income through trade of these
plants and products as raw material for rural people (Amatya, 2010).
NTFPs are also called Non- Wood Forest Products (NWFP) or "minor"
forest products by the classical definition. These are all forest products
other than timber and fuel wood (Edward, 1996). It embraces products
such as leaves, shoots, bark, flowers cottons, tannins, gum, resin, fruits,
seed, juice, and roots. FAO, 1982 defined Non-Timber Forest Products as
all goods of biological origin as well as services derived from forest or any
land under similar use, and exclude woods in all its forms. According to
Hammet (1993) and De Beer and McDermott (1996) NTFPs are “all
biological material other than timber which are extracted from forest for
human use”. Collectively, in vernacular Nepali language, all these
products are known as Jadibuti.
People from diverse income levels, ages, groups and cultural background
harvest NTFPs for household subsistence, maintaining cultural and family
traditions, obtaining spiritual fulfillments and earning incomes. More than
2300 plant species in Nepal are being used as NTFPs. Most of this NTFP
harvesting has been carried out from generation to generation from the
wild in absence of domestication and cultivation. NTFPs provide
important community needs for improved rural livelihoods; contribute to
household food security and nutrition; help generate additional
employment and income; offer opportunities for NTFP-based enterprises;
contribute to foreign exchange earnings; and support biodiversity and
other conservation objectives (FAO, 1995). An increasing number of
CFUGs are showing interest in management and development of NTFPs
enterprises due to the high potential to contribute in poverty alleviation
and community development. The potential of NTFP enterprise to
contribute in local livelihood is evident but regarding them as panacea
tends to mask the limitations existing in its commercial market (Fisher, et
al., 1997). Despite some favorable policies in recent years, policy and
regulatory constraints continue to remain a major hurdle to the growth and
development of NTFPs enterprises in Nepal (Kunwar, et al., 2009).
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The wood based forest enterprise is one of the important major forest
enterprises in Nepal. It has great potential for generating high revenues. It
includes all those forest enterprises that use timber, firewood and other
wood products. Softwood is mostly used in the manufacture of materials
of decoration, furniture and plywood while hardwoods are specially used
in strong construction purposes. This has remained a historically important
enterprise with use of hard timber to build shipping fleets, railroads,
bridges, buildings and other construction purposes. A large number of saw
mills and furniture industries have been established in various parts of the
country to use this forest woods for providing the demand of wood based
products. These industries provide employment to a large number of
people (around 150,000 individuals) and contribute a major share (around
80% of total revenue from forest sector) in the income arising from forestry
sector in Nepal. According to some studies, there is demand for
100,000,000 cubic feet wood annually; however, Nepalese forest has
been able to supply only around 20,000,000 cft wood. Even simple
management of forest is said to produce around 150,000,000 cftwood
annually. Active management of forest resources can increase this wood
production even higher which is vital for sustainability of wood based
industries and the income generated from it.
An Agro forestry enterprise is also one of the equally important and
potential sectors for generating local employment in Nepal. It is also
equally important for the expansion of agriculture in forest area and forest
in agriculture areas. Cultivation of tea, coffee, cardamom, essential oil and
cereals can be done under the forest canopy. Similarly, various fruit trees,
fodder trees and other multi-purposes trees can be planted in and around
agricultural areas.
Besides the wood and non-wood forest products, forest provides various
other ecosystem and recreational services. Different forest based
recreation enterprises; mainly the hotel industries have been established
and practiced in many places in Nepal. These forest-nature based
enterprises generate significant income from tourism and recreation
activities. The diversity of flora and fauna and forests can be utilized to
create eco-tourism industries that can attract tourists from around the
world. So, the service based forest enterprise is also equally potential
sector in generating income of the people dependent on forest resources
in Nepal.
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Payment for ecosystem services is also one of the emerging sectors where
the community or private sector can generate income for providing
various ecosystem services like provision of clean water, recreation area
and healthy living conditions. Communities can establish forest ecosystem
service based enterprise to utilize the opportunities created from the PES
mechanism generating income from the trade of ecological/environmental
services provided. Similarly, mainstreaming of climate change in world
politics has opened the avenues for carbon market. Communities have the
opportunities to get involved in carbon trade through various carbon
trading mechanisms such as REDD+ thereby contributing to reduce
carbon emission and conserving forest.
The enterprises primarily owned and managed, with or without formal
registration, by an individual or a family fall into the family or privately
managed category. Many of the enterprises as such are limited to the
collection and sale of NTFPs from community or national forests; some
produce handicrafts using traditional skills; and very few are involved in
small scale value added processing enterprises such as handmade paper
making. While, some enterprises are managed by the local community or
community groups which are called Community Based Enterprises (CBE).
These include individual CFUGs, buffer zone management groups,
leasehold groups, mothers’ club or other community groups managing or
with access to forests as a common property resource and producing,
selling or distributing forest products. They are engaged in economic
activity with a legal provision within their own constitution, but as they
grow or want to focus more on enterprising activity they get registered
either as a cooperative or private company. Through its internal
arrangement the group distributes all shares among its member
households. The distribution of share is primarily based on the
contribution of particular members, mostly in the form of labour. Thus, the
individual collectors, who are shareholders, receive dividends on their
shares according to the net profits at the end of the year. Similarly, some
enterprises are managed and operated by the group of individuals in the
form of cooperative model of enterprise.
Some forest based enterprises are managed by the network of CFUGs. This
form of enterprise includes two or more CFUGs working together for the
collective production and marketing of the forest products. This illustrates
a method of using locally established institutions in order to introduce
relatively capital intensive technology to improve products and achieve
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economies of scale and thereby to achieve more efficient marketing. Once
the CFUG members agree to work together for a processing or marketing
enterprise, the CFUG network has a choice of registration as a cooperative
or private company. Private limited companies are corporate entities
registered as per prevailing company legislation in Nepal which at present
allows a maximum of 50 shareholders. A cooperative is network of
individuals and groups registered under the Cooperative Act with at least
25 members.
Some forest based enterprises are managed by networks of community
groups and private individuals. These types of enterprises are also known
as Public Private Collaboration (PPC) based enterprises. This form of
enterprises is managed through the collaboration between community
based organizations, such as CFUG and the private individuals with the
understanding of the multiple roles and expertise required for an
enterprise activity. Association and good partnership among such groups
and individuals would consolidate the supply, and improve their selling
price. Some enterprises are also managed by the network of individuals
alone. This type of enterprises is registered as a company or the
cooperative. If only few of them are working closely under the leadership
of one individual then a sole proprietorship company can be registered.
But to give flexibility, people can opt to register the enterprise as a private
limited company. If there are 25 or more members they can opt for a
cooperative. The main purposes of the network, mainly in the form of
cooperative, is for procuring inputs; sourcing financing; providing savings
and credit services; supporting marketing functions such as collection of
information and bargaining with buyers; technological inputs; or acting as
a broker on behalf of the producers by buying their product and reselling
it.
Herbs Production and Processing Co. Ltd. (HPPCL), Singha Durbar
Vaidyakhana Vikas Samiti, Rosin and Turpentine Company and Timber
Corporation of Nepal are the examples of government parastatal
enterprises. They have the options to register either as private limited or as
public limited company. This category includes companies with all or
majority of shares owned and controlled by the government. Similarly,
one of the growing enterprises in Nepal is managed by the collaboration
between promoters and public shareholders. All the companies
established by private investors such as Dabur Nepal, Bhaktapur Craft
Printer (BCP), Nepal Paper Products (NPP) are registered as private limited
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company. There is no enterprise in this sector till date promoted by private
investors with public shareholders. This indicates that practically forest
based enterprise (mostly MAPs & NTFP) is still not seen as viable
enterprise.

Forest Based Enterprises in Nepal
Decades of our efforts have focused on subsistence needs fulfillment
which did not provide opportunities to the local users for economic
growth to significantly change their vulnerable livelihood (Paudel &
Timsina, 2013). It is argued that poverty is not simply the lack of income
and resources but it is determined by inequity in decision making and lack
of social and political capital resulting in very limited scope to develop
skills, attitudes to help themselves (Paudel & Timsina, 2013). Forest based
enterprises development in collaboration with community forestry is
regarded as one of the most viable options to create employment
opportunities to the poor and socially vulnerable people, thereby ensuring
equity, narrowing down income disparities, developing entrepreneurial
skills and consequently contributing to reduce poverty (FAO, 2009?).
Some of the existing community collaborated enterprises have clearly
demonstrated the features, capabilities and efficiency to generate income
along with addressing equity issues in a heterogeneous social structure.
Timber management especially in the Tarai and NTFP management in the
mountains is believed to produce greater overall economic benefits to the
country (Banjade & Paudel, 2008).
Products that can be harvested and merchandised from forest are
tremendous; at the same time markets are complex, however, the
international market trends seem to favor the local forest enterprises with
growing demand and awareness for naturally derived products (Info
Resources, 2007). The value of forest products exports has been raised (35
million US$ in 2011) during 1990s to 2011 and so have the imports (82
million US$) (FAO, 2014). Forest based industries can generate economic
value worth about NRs.88 billion which could go over NRs.370 billion
and generate 0.4 to 1.38 million sustainable full time jobs if the forests
are actively managed using forestry science and bringing value-chain
improvements (Subedi, et al., 2014). Marketing of the products and
ecosystem services provided by forest may become significant sources of
revenue for local people in the near future (Info Resources, 2007).
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ble 3: Enterprises Registered and Renewed until 2070 BS (2014) in Nepal

N

Fiscal Years
2051 to
Types
Minerals

2063

2065

2066

2067

2068

2069

2070

total

Tot

263

24

654

3

65

35

40

1084

1

Energy

1041

39

51

9

42

33

57

1272

1

Construction

7442

252

410

270

191

117

88

8770

8

and Forest

2549

377

611

578

855

1564

2683

9217

9

Tourism

4176

920

3983

1419

1707

3146

2799

18150

18

Services

34511

4480

8025

6649

7052

7901

8570

77188

77

Production

65006

3290

3988

4092

4746

5223

5146

91491

91

114988

9382

17722

13020

14658

18019

19383

207172

207

Agriculture

Total

urce: pBf]u dGqfno, @)&) (Ministry of Industry, 2070)
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According to the record of the Ministry of Industry (MoI) the total of
2,07,172 enterprises have been registered and renewed in Nepal. This
ministry however, does not clearly distinguish the number of forest based
and forest related enterprise in Nepal. So, the enterprises related with the
forest resources have been categorized and counted for the purpose of
scoping the number of forest based and forest related enterprises in Nepal.
This has counted the total of 12,028 as enterprises related to the forest
resources in Nepal.
Table 4: Forest Resources Related Enterprises until 2070 BS (2014) in
Nepal
Number of Enterprises Registered in the Different Fiscal
S

Types of

N

Enterprises

Years
2051 to
2063

2064 2065

2066

2067 2068 2069

2070

Total

A. Production Related Enterprises
Sisnu-Powder
1.

Making

0

0

0

0

1

0

0

0

1

2.

Kattha

0

0

0

0

0

1

1

0

2

3.

Sajiban Oil

0

0

0

0

0

1

1

0

2

4.

Cardamom

4

0

0

0

2

0

0

0

6

6

0

0

0

2

2

2

0

12

0

0

0

0

0

8

8

2

18

21

0

0

0

0

0

0

0

21

34

3

5

4

1

2

2

1

52

32

0

1

0

22

0

2

0

57

77

0

0

0

12

1

2

0

92

Wood
5.

Carving
Veneer

6.

Industry

7.

Paper Box
Rojin and

8.

Paints
Allo

9.

Processing
Allo Cloths

10.

Making

21

Herbal
Medicine
Collection
11.
12.
13.
14.

and
Processing

152

6

5

9

18

3

6

9

208

297

32

39

58

60

1

0

15

502

Furniture

0

0

0

0

0

247

375

454

1076

Saw Mills

1073

0

0

0

0

77

82

156

1388

4949

428

511

591

419

46

89

96

7129

6645

469

561

662

537

389

570

733

10566

Handmade
Papers

Bamboo and
15.

Wooden
Furniture

Total (A)

B. Agriculture and Forest Related Enterprises
16.

Herbal
Medicine
Processing

17.
18.
19.

0

0

0

0

0

4

6

37

47

Team Farming

100

36

23

33

24

3

5

52

276

Bee Keeping

131

26

56

89

117

4

25

14

462

Nursery

266

25

52

104

72

30

35

93

677

497

87

131

226

213

41

71

196

1462

7142

556

692

888

750

430

641

929

12028

Total (B)
Total (A+B)
Source:

pBf]u dGqfno, @)&) (Ministry of Industry, 2070)

The total of 19 types of enterprises, that accounts total number of 12028
and 5.80 % of the total 207,172, can be categorized as related to the
forest based and forest related enterprise. The number of enterprises that
has been counted as forest based and forest related is not too small. This
indicates that forest resources in Nepal have a significant contribution to
the establishment and operation of enterprises. However, comprehensive
data/figures about the economic contribution and generation of the
employment opportunities are still lacking. But it can be said that forest
based and forest related enterprises in Nepal have great potentials for the
contribution to the local livelihood, national economy and creation of
employment opportunities, too.
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Chapter Two

Introduction of Koshi Hill
Districts
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Forest Resources in Koshi Hill Districts
The Koshi Hill includes four districts of eastern Nepal viz.
Sankhuwasabha, Bhojpur, Terhathum and Dhankuta. These districts cover
major geographical areas of the Koshi river basin in the eastern hills in
Nepal. This geographical area covers diverse ecological features that
harbor diversity of flora and fauna in the region.
Map 1: Location of Koshi Hill districts in Nepal

The community based forest management is one of the important features
of this region. Until 2016, the total 1525 CFUGs have been formed and
handed over to the local communities in these districts. Similarly, the
number of leasehold forest (292) is also very significant in these districts.
Majority of the CFs are found to have high potential for promotion of
NTFP. Community forestry programme in the Koshi Hills is reported to
have improved the forest condition, increased the income through the sale
of forest products (Chapagain & Banjade, 2009). A number of forestry
projects have also been implemented in this region. For example, Koshi
Hills Rural Development Projects (KHARDEP), and Nepal UK Community
Forestry Project (NUKCFP) brought about significant changes leading to
some transformation in the Koshi Hills economy (Kunwar, et al., 2009;
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DFID & NPC, 2013). Livelihood and Forestry Programme (LFP) was also
implemented in this region. This program also contributed significantly to
enhance the livelihood assets of poor and excluded rural communities
(Kunwar, et al., 2009; DFID & NPC, 2013).
Table 5: General Information of Koshi Hill districts in Nepal
Features
Bhojpur
A. Natural Features
Location
Middle
Hills
Altitude (m)
300-4000
Area 679
1,507
(km2)
Climate
Tropical to
Sub-alpine

Koshi Hill Districts
Terhathum
Sankhuwa
sabha
Middle Hills

Total
Dhankuta

300-3000
679

High
Mountains
300-85000
3,480

Middle
Hills
300-2500
892

Tropical to
Temperate

Tropical to
Navel

Tropical to
Temperate

333

284

377

100

4

15

12

53

123

2

3

7

448

1
303

433

1
1948

17161.5

30260.0

28921.1

115368.2

121.6

4.9

0.0

910.5

9.3

9.9

63.5

113.9

0.0

11.3

37.7

49.0

7335.6

46891.0

54.1

90981.4

0.0
24628.0
26,471

23300.2
100477.3
24,143

0.0
29076.5
42,523

23300.2
230723.2

B. Forest Management
UFUGs
531
Leasehold
Forest
188
Private
Forest
43
Religious
Forest
2
Protected
Areas
Total
764
C. Forest Coverage
UFUGs
39025.6
Leasehold
Forest
784.0
Private
31.2
Forest
Religious
Forest
0.0
Government
Managed
36700.6
Protected
Areas
0.0
Total
76541.4
Households
48,662

1525
292

Source: DFO-Bhojpur 2069 BS; DFO-Terhathum 2069; DFO-Sankhuwasabha 2069; DFO-

lhjsf—wgs'6f @)&@, lhjsf—t]x|y'd
@)&@, lhjsf—ef]hk'/ @)&@, lhjsf—;ª\v'jf;ef @)&@
Dhankuta 2069, cited in DVN and NPRMS 2013,
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As it is already discussed in the above chapters, the amount of revenue
collected from the forest products/resources in Nepal itself is one of the
important indicators of the economic contribution of forest resources in
Nepal. The data show that revenue generated from the forest resources in
Koshi Hill districts also shares a significant amount. But fluctuation in the
amount of the revenue was similar to the national figure.
Figure 8: Revenue generated from three types of forest products in Koshi
Hill districts

Collected Revenue (in NRs.)

16000000.0
14000000.0

Bhojpur
Sankhuwasabha

12000000.0
10000000.0

8000000.0

Terhathum
Dhankuta

6000000.0
4000000.0
2000000.0
0.0

Fiscal Years
Source: MoFSC/DoF 2059-2070 (BS)

The figure 9 clearly shows that revenue collection is significantly higher in
the Dhankuta district and very low in Bhojpur district. But it does not
mean that Bhojpur district has less forest resources, less collection and
trade. The fact is that this district has not good road transportation
facilities and hence, the forest products that are collected and traded are
often taken route through check post of the neighboring districts.
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Figure 9: Forest products collected and traded in Koshi Hill districts

Forset Products (Nepali Name)
Source: MoFSC/DoF 2059-2070 (BS)

The ecological features of the Koshi Hill districts harbor diversity of forest
products in the region. But it is difficult to state exact number and
typologies of available forest resources. However, based on the personal
consultations with forestry stakeholders and some data base, some of the
forest products seem very important and potential for the economy of the
region.
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Table 6: List of major plant species in Koshi Hill districts
S.N

Common

Scientific

Name

Common Uses/ Benefits

Name
1

Alaichi

Amomum subulatum

Trade to India through
local buyers

2

Allo

Giardiana diversifolia

Weaving cloths and other
handicrafts

3

Amala

Emblica phylanthus

Making pickles

4

Amriso

Thysanolaxena

Broom making and selling

maxima
5

6

Argeli

Bamboo

Edgeworthia

Raw material for

gardeneri

handmade paper

Bambusa and

Handicraft making

Arundaria spp
7

Bel

Aegel marmelos

Juice making

8

Chiraita

Swertia chirata

Trading to India and
China

9

Chiuri

Diploknema

Local consumption (as

butyracea

fruit and for oil)

10

Chutro

Hippophae spp.

Trade

11

Gurans

Rhododendron spp.

Tourism

12

Jatamasi

Nardostachys

Trade

grandiflora
13

Khayr

Accacia catechu

Trade

14

Kurilo

Asparagus recemosus

Vegetable

15

Lapsi

Choerospondias

Making pickles

axillaris
16

Lokta

Daphne spp

Raw material for
handmade paper
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17

Louth salla

Taxus baccata

Trade to India

18

Nagabeli

Lycopodium

Trade

clavatum
19

Nigalo

Arundinaria falcate

Handicraft

20

Okhar

Juglans regia

Local consumption

21

Resin

Pinus roxburghii

Trade to Nepal and India

22

Ritha

Sapindus mukorrossi

Trade to soap industry

23

Sugandhawal

Valeriana jatamansi

Trade

24

Tejpat

Cinnamomum

Trade to national market

25

26

/

Dalchini

tamala/xelanicum

Timur

Zanthoxylum

Trade and local

armatum

consumption

Alnus nepalensis

Raw material for plywood

Uttis

Source: Fieldwork and discussion, 2013-2016

According to the revenue obtained by the collection and trade of the forest
products, totals of 17 types of forest products have been traded from the
Koshi Hill districts during the last 11 years. The data show that the total of
six forest products from Sankhuwasabha district, seven from Terhathum,
three from Bhojpur, and 13 from Dhankuta districts are collected and
traded during the last 11 years (2002 to 2014) (MoFSC/DoF 2059-2070
BS). In a nutshell, the available forest resources and list of the traded forest
products indicate that the Koshi Hill districts are highly potential for the
promotion of forest based enterprises in Nepal.
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Forest Based Enterprises in Koshi Hill
Districts
Different kinds of furniture industries, handmade paper enterprises, liquor
and juice manufacturing from fruits, fiber from Allo, saw-mills and
different NTFP collection and processing enterprises are established and
operating in the Koshi Hill districts. Existence of diverse forest resources,
different forest based enterprises, market and production-distribution
channel, and support to establish and promote forest enterprises as priority
programs for forestry sector support agencies and stakeholders have
provided opportunities for the expansion of forest based enterprises in
Koshi Hill districts. For example, the establishment and operation of a
number of forest based enterprises were supported by LFP during its
implementation. Similarly, MSFP has also supported more than 100 of
forest based enterprises for the last three years (RRN and FA, 2014-2016).
Figure 10: Number of enterprises registered and renewed in Koshi Hill
districts (until 2014)

Number of Enterprises (until 2014)

1400

2069/70

1200

2068/69

1000

2067/68

800
2066/67
600
2065/66
400
2064/65
200
2051/52 to
2063/64

0

Bhojpur

Sankhuwasabha

Terhathum

Koshi Hill Districts
Source:

pBf]u dGqfno, @)&) (Ministry of Industry, 2070)
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Dhankuta

The total of 2,233 enterprises were registered and renewed until the fiscal
year 2070 (BS) in Koshi Hill districts. Out of them 268 in total is related to
the agriculture and forest resources. The database published by the MoI
has no comprehensive segregated data about the number of forest based
enterprises in Koshi Hill districts; however, the number of enterprises
under the production, agriculture and forest indicates that there must be
hundreds of enterprises related to the forest and forest products in this
region.
Table 7: Number and categories of enterprises in Koshi Hill districts
(until 2014)

Total

Construction

Services

Tourism

Mineral

and Forest

Agriculture

Energy

Production

Categories of Enterprises

Bhojpur

111

0

37

0

1

249

1

399

Terhathum

122

3

72

4

0

270

64

535

Sankhuwasabha

119

1

69

17

6

326

37

575

Dhankuta

175

2

90

36

3

413

5

724

Total

527

6

268

57

10

107

2233

125

Source:

8

pBf]u dGqfno, @)&) (Ministry of Industry, 2070)

Though the number of established enterprises has grown considerably,
only a few remains functional for longer period, many enterprises get
closed within few years. According to the data from the cottage and small
enterprises department, total of 3,375 enterprises were registered till 2070
B.S and out of which 2,233 have been renewed. Relatively there are
greater number of renewed enterprises in Dhankuta (724) and less in
Bhojpur (399). Among the total 2,233 enterprises, 268 are related to
agriculture and forestry (Dhankuta-90, Terhathum-72, Sankhuwasbha-69
and Bhojpur-37). Study from MSFP in this Koshi Hills has shown the
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existence of 144 forest based enterprises and 236 small micro enterprises.
Community forest users groups (CFUGs) are the major local level
institutions that are most actively involved in the forest based enterprise in
the Koshi Hill districts with above 100 CFUGs in NTFP cultivation and
promotion (RRN and FA, 2013).
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Chapter Three

Piloting Activities
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Piloting three models: Processes and Steps
a) Pre-Piloting Activities: Identification
Selection of the appropriate community/enterprise was one of the crucial
but challenging tasks for carrying out the piloting forest based enterprise
activities. To ease this task, three processes have been adopted. The first
was the stakeholder consultation, which was primarily with the staffs of
the MSFP Lot 1 and the Implementing Partner Organizations (LIPO). The
officials of the District Forest Offices (DFOs), District Small and Cottage
Industries, District Federation of Nepal Industries and Chambers of
Commerce (DFNICC), district based entrepreneurs, and some civil society
organizations have also been consulted for the general information on
forest based enterprises. The second was the preliminary field visit to the
selected community or enterprises. The aim of the preliminary field visit
was to develop general knowledge about present status and future
prospects of the particular enterprise and the aspirations of the
entrepreneurs and local communities for their enterprise. Based on the
existing situation and aspiration of the entrepreneurs and the particular
community and the consultation meetings with the staffs of the MSFP in
the particular district and the LIPOs, a plan for piloting activities has been
prepared.

b) Piloting Activities: Supporting
Three models of forest based/related enterprises (cooperative, community,
and private) have been identified and supported for piloting processes.
The bamboo handicraft producing community in Aankhisalla VDC of
Dhankuta district as cooperative model, Lokta handmade paper producing
enterprise in Timma VDC of Bhojpur district as community model, and
Lokta handmade paper (in the beginning Sisnu power making enterprise
was facilitated and planned to support which could not happened and
hence, the support was diverted to handmade paper) in Wana VDC of
Sankhuwasabha district. In general, provide technical support to prepare
business development strategy (BDS) of their enterprise, provide matching
funds for the implementation of immediate activities, support in
community facilitation, and monitoring of their activities were major
piloting activities.
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c) Post-Piloting
Activities:
Documentation and Analysis

Follow

Up,

The enterprises that were selected and supported for the piloting activities
have been constantly followed up, even after the piloting supports and
activities were over. The purposes of these follow up were to document
the whole processes of the interventions and the changes/impacts of the
piloting activities. The documentation of the knowledge, experiences, and
perceptions of the entrepreneurs, enterprises and beneficiary communities
have also became a part of documentation work. So, the piloting
enterprises have been revisited time and again for constant reflections
about the particular enterprises.

Cooperative Model: Bamboo-Handicraft
Production in Dhankuta
Introduction
Bamboo is classified under Non Timber Forest Products (NTFP). In the
Forestry Master Plan, a need to develop NTFPs, especially Lokta paper and
bamboo, was recognized as the most potential forest products that can
contribute to the local livelihoods. Most of the users of NTFPs tend to be
the vulnerable sector of the community like women, poor and

marginalized group of people since they are deprived of other sources of
livelihood. This means the bamboo products can contribute to the
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livelihood of the socially marginalized section of the communities.
However, utilization of the NTFPs like bamboos as main sources of
livelihoods is yet not done in the rural Nepal.
Bamboo has been traditionally used in rural and urban areas in Nepal for
both domestic and commercial purposes. The majority of bamboo traders
deal in traditional household and kitchen items such as baskets, trays,
containers, stools and bamboo racks (Nepali nanglo, chalno, dalo,
mandro, doko, thunse, dhaki, tokari, bhakari). The market for these items
is very competitive and value addition is limited compared to modern
bamboo craft items. However, many products made out of bamboo
traditionally at local level are highly demanded from both national and
international markets.
Bamboo-based economic activities are an intrinsic part of both rural and
urban socio-economic life of Nepal. The rural economy is highly
dependent on bamboo resources (Karki & Karki, 1996). Marketing of
bamboo and its products is important source of income for such
household. For many people who are socially and economically underprivileged, the income from the sale of bamboo crafts that they make has
remained as the main source of income for their livelihood.
In Nepal, bamboo handicraft makers, living in the rural areas, are the
major producers of bamboo products. Ethnic groups such as Dom, Bin,
Rajbanshi, Chepang and Rai are the major occupational castes and ethnic
groups that are involved in bamboo craftsmanship (Karki & Karki, 1996).
The woven goods such as basket and sieve are major bamboo products of
them used in the rural and urban areas of the country.
Bamboo plant production is one of the most important parts of rural
economy in Nepal including the Koshi Hills. The type of bamboo grown
in different parts of the country varies according to the ecological and
climatic variation. Aankhisalla VDC of Dhankuta district is one of the most
potential places for promoting bamboo production. Moreover, people in
this VDC are highly dependent on the bamboo handicraft making
occupation for generating income. .
The trend of making traditional bamboo handicraft has a long history in
Aankhisalla VDC. However, the modern form of handicraft making has a
relatively short history. The modern forms of bamboo handicraft making
started before two decades when Rahan Dhoj Rai, one of the owners of
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Dhankuta bamboo-handicrafts enterprise, went to Kathmandu in 2003 and
got engaged in bamboo product manufacturing in Nepal Handicrafts
Center (a local shop) situated at Narayanthan. It was the period when the
country was appalled by growing political insurgency. After three years, in
2006 he returned back to his home Aankhisalla to deal with family related
problem. Then after, he started the bamboo profession at Aankhisalla
using bamboo of his own land and nearby villages. Prior to the
establishment of bamboo industry in 2011, Rai took a training related to
bamboo product manufacturing from Domestic and Small Industry
Development Committee and different NGOs. Afterwards, the industry
has produced the goods regularly as per the demand from the bamboo
traders in different parts of the country, particularly in Kathmandu. As the
industry can be operated with limited resources i.e. capital, physical and
human resources, there was not any difficulty to establish industry. The
industry has become a key medium for him and his family subsistence.
This case is in a way or the other applicable and representative to most of
the present bamboo handicraft makers or bamboo entrepreneurs in this
VDC.
Map 2: Aankhisalla VDC in Dhankuta District
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Bamboo-handicrafts production in Aankhisalla VDC of Dhankuta district is
primarily based on the informal processes i.e. family and individual
efforts. However, some of the individuals have started as formally
registered enterprises as "District Small Cottage Industry". One of the
important reasons of bamboo-handicraft producers in this VDC is the
village blessed with ample bamboo clumps. The second reason is local
people with traditional skills in making bamboo handicraft. .
People of this village cultivate varieties of bamboo trees in their private
lands. The entrepreneurs use their bamboo trees for making bamboo
handicrafts. The people in this VDC are producing about 53 types of
different handicrafts/products. The price of the bamboo poles are very
cheap ranging from NRs 35 to 50 per pole. Tools and technology used to
produce the bamboo products are still traditional one i.e. khukuri, handsaw and knife. In this context, the bamboo handicraft producers of this
VDC have been selected for piloting support. This support was based on
the promotion of cooperative models of enterprise.
The general objective of the piloting activities in bamboo-handicraft
producers in Aankhisalla VDC of Dhankuta district is to draw policy and
practical lessons about cooperative models of forest based/related
enterprises in Nepal. The specific objectives are:
a)

To understand policy and practical hurdles in promoting
cooperative models of forest based/related enterprises in Nepal;
b) To increase their investment in bamboo-handicraft making
enterprise and improve their income from making bamboo
handicraft;

Condition
Activities

of

the

Enterprise

before

Piloting

The bamboo handicraft making is not a new experience to the people in
Aakhisalla VDC of Dhankuta district. Local people in this village had
traditional knowledge and skills of making bamboo handicraft for years.
However, modern form of handicraft making was started from mid 1990s.
Some possible scopes were identified and envisioned along with the
piloting supports/activities in this enterprise. Some of the major
characteristics before the piloting activities were:
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Individuals were producing and selling their bamboo handicrafts
to the local and national markets but their activities were scattered
and not organized into a group efforts.
Bamboo handicraft producers did not have their own community
institution that could provide them with a common identity.
The bamboo handicraft producers did not have personal habits of
regular saving of their earning. So, they had a feeling that bamboo
handicraft making is not a better source of personal income and
earnings.
The bamboo handicraft producers had to borrow the loan in the
highest interest rate more than 24 % (either by the micro saving
and cooperative or rich persons) if they needed.
Many of the individuals had limited and some had no idea about
the higher demands of the quality bamboo handicrafts in the
market in Kathmandu.
Many of the individuals in the villages did not have skills about
the production of modern forms of bamboo handicraft making.

Piloting Processes and Steps
a) Identification
and
Enterprise/Entrepreneurs

Selection

of

Potential

The bamboo based enterprise piloting was carried out as a result of the
series of consultation meetings with staffs of MSFP/RRN, LIPOs, and local
entrepreneurs. The consultation meetings were carried out in order to
identify potential enterprise for piloting activities. Different types and
forms of enterprises in the districts were identified and discussed. Finally,
as a result of series of consultation meetings, the bamboo-handicraft
producer in Aankhisalla VDC has been selected for piloting of the
cooperative model of enterprise. The stakeholder consultation also
became useful for understanding the context and situation of enterprise
and entrepreneurs in this village.

b) Preliminary Field Visit and
Understanding Local Context

Community

Consultation:

After the selection of the bamboo-handicraft producers in Aankhisalla
VDC of Dhankuta district, a preliminary field visit and community
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consultation was carried out. The bamboo entrepreneurs and community
members were consulted to understand existing situation of their
enterprise, their aspirations for the production and experiences, challenges
and opportunities of bamboo handicraft making activities in their village. It
was observed that majority of people in three villages (Thulogaun, Pokla
and Adhikari) that fall in ward number three (Thulogaun and part of Pokla)
and ward number five (Pokla and Adhikari) are generating their livelihood
income making the bamboo handicraft.. However, the bamboo handicraft
makers in these villages responded that they are not satisfied with this
occupation since none of them have their savings from this occupation. It
was further asserted that due to the lack of their savings they have not
been able to increase their investment in this occupation. In this context,
facilitating them to be organized into a cooperative for collective efforts
and increase their saving and investment was discussed and agreed as
piloting activities.

c) Explore Potential Partners and Collaborators
The information and reflection of the field visit and community
consultation was shared with the district stakeholders particularly with the
MSFP staffs, and staffs of MSFP LIPOs. The purpose of the sharing meeting
was to get suggestions upon the future prospects of piloting activities and
explore possible collaborators and modalities of collaboration. The
officials of the District Small and Cottage Industry (DSCI), District Chapter
of the Federation of Nepal Chambers of Commerce and Industry
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(DFNCCI), District Forest Office (DFO), some financial institution, District
Cooperative Division (DCD), and some district Local Development Office
(LDO) have been visited. The context of the bamboo handicraft in
Aakhisalla village and broader idea of the piloting activities have been
shared to explore possible collaboration.
Finally, the piloting activities have been carried out through collaboration
with DSCI, Solve Nepal, and DCD. Organizing skill development training
to the local people, linking producers/entrepreneurs with markets, and
providing some instruments useful for the handicraft production and
establishment of the cooperative were organized in the collaboration and
partnership with the stakeholders and supporting agencies mentioned
above.

d) Context Mapping: Understanding Socio-Economic Situation
As stated earlier in this report, the bamboo handicraft making and selling
is one of the major sources of income for the people living in ward
number three and five of this VDC. The total of 173 households are living
in these wards/villages (VDC/Aakhisalla, 2070 (BS)). Agriculture is the
main source of their livelihood, however, bamboo handicrafts making is as
important as agriculture. A sample household survey (based on the
purposive sampling, according to which households engaged in the
bamboo handicraft making work) conducted in 2014 shows that about 50
% of the total population of the surveyed households (51 households
comprising of 285 individuals) are engaged in the bamboo handicraft
making. It is more than 80% of the adult population (total of about 128) is
engaged in this occupation (Field Survey, 2014).
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Figure 11: Different Sources of Cash Income of the Sample Households
Aakhisalla VDC
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The income in terms of money is recorded highest from the agriculture.
However, bamboo handicraft making is one of the easy means of regular
income for the people and hence, majority of them have been engaged in
it. All of the people working in bamboo handicraft making are Rai
indigenous people and bamboo handicraft making has been rooted from
the traditional skills of their ancestors. This means bamboo handicraft
making is their traditional occupation and has been carried out from the
time of their ancestors. However, their market relation with outside of the
district (namely Kathmandu) is a recent expansion. Field consultations
reveal that a couple from Germany, working in the Koshi Hills Rural
Development Programme (KHARDEP) in Dhankuta, and o stayed in the
Aankhisalla VDC, trained them about the modern bamboo handicraft
making skills sometime two decades ago. From then, the practice was
followed by the people of Aankhisalla.
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Figure 12: Occupational Engagements of the Sample Population in
Aakhisalla VDC
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They are producing the bamboo handicraft by using domestic traditional
equipment which is easily available in their home. One of the most
important aspects of bamboo handicraft making in this village is utilization
of their leisure time. This means most of the individuals produce bamboo
handicraft in their leisure time. They produce bamboo products and sell
through middlemen to the retailers and buyers in different cities such as
Biratnagar, Itahari, Hetauda, and Kathmandu.
Natural aspect depicts the natural cover of the VDC and presence of
bamboo in the community or private forests. Bamboos are largely
available in both CF and PF of the VDC as the land topography and
climatic factors have favored the availability of the species. It is another
interesting aspect that both male and female are equally engaged in the
bamboo handicraft production. The work diversification between male
and female can also be observed that the male are engaged in bamboo
harvesting, extraction and splinting (Choya katne in local language)
whereas female are engaged in knitting and weaving of bamboo osier
into final products.
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The overall study reveals that though many people are engaged in
manufacturing bamboo products, they are not benefitted as they should
be. It was responded as well as observed that none of them (majority of
them) do have any bank deposits or exemplary income out of this
occupation. As a result, majority of them do have little belief to improve
their family income/economic status from this occupation. In this context,
facilitating and supporting them towards cooperative is taken as one of the
important stems to move them forward with the occupation of making
bamboo handicraft.

e) Orientation for Regular Saving and Increasing Investment for
Enterprise
After the preliminary consultation, it was learned that majority of bamboo
entrepreneurs or bamboo handicraft makers do not have belief on
improving their economy through the occupation of making bamboo
handicraft. It was primarily due to the lack of their saving, better income,
and exemplary work of any entrepreneurs in their village. So, the series of
community discussions and orientation meetings have been carried out to
enhance their knowledge about the importance of regular saving of their
income and then increasing their investment in the occupation. The
frequent community meetings, door to door visits, and personal
orientation were carried out. These activities finally made majority of
bamboo handicraft producers ready for monthly saving.

f)

Technical Facilitation for Establishing Cooperative

The concept of regular saving was transformed into the establishment of a
cooperative. So, the community members agreed to establish a formal
cooperative and carry out all activities through this financial institution. A
village level general meeting was organized to discuss, decide and initiate
this activity. Finally, an "ad hoc committee" was formed and this
committee became responsible to lead the whole processes. This ad hoc
committee was then supported to develop its capacities and skills for
taking leadership for the whole processes. The objective of this
cooperative was to improve their regular saving, encourage investment in
this occupation through borrowing loan, and improve both quality and
quantity of the bamboo handicraft production.
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The draft by-laws of the cooperative was prepared and orientation
meetings were organized. The total of 39 individuals have become
members of this cooperative and they have been regularly saving NRs 105
in a monthly basis. The monthly saving was started from the date of 2070
Chaitra (i.e. April 2014). However, the cooperative was formally registered
on 2071/10 (February 1, 2015) in the District Cooperative Division (DCD).
The cooperative members are holding monthly meeting (on 14th of every
month) and the members are regularly collecting their monthly saving on
the same day.

g) Support with the Seed Fund
The cooperative by its nature is a profit oriented financial institution.
Therefore, available fund or the financial status is one of the important
components of the cooperative for its smooth operation or functioning.
Keeping this in mind, this piloting activity has been followed with the
support of seed funds for the beginning of the cooperative.3 The provided
seed fund has helped to kick start the cooperative in terms of management
and financial operation.

h) Facilitate and Support to Improve Market Linkages
It was felt that many of the bamboo handicraft producers in Aankhisalla
village were not aware about the higher demands of their products in the

3

This cooperative has been supported with the total of 2,15,000 NRs (NRs 1,80,000 as seed fund
and 35,000 as management cost). This support was transferred in two agreements.
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national market, particularly markets in Kathmandu. Similarly, except few
of the middlemen, majority of the producers lack knowledge about how
their products are transported, where they are sold out, and how they get
marketed. Similarly, many of the entrepreneurs were not aware about
basic knowledge on importance and methods of producing quality
productions, for example seasoning methods of the bamboo raw materials.
So, eight entrepreneurs/individuals of the cooperative members,
accompanied by some entrepreneurs from other parts of the country
(Terhathum, Sankhuwasabha, Lalitpur, and Kathmandu districts) were
supported and facilitated for market exposure visit in Kathmandu, Lalitpur,
and Tanahu districts. In this visit, the participants have developed their
knowledge about bamboo nursery, diverse use of bamboo plants, use of
wastage, technical knowledge about seasoning of the bamboo shoots, and
networks for market linkages of their products.

i)

Capacity Enhancement through Training

Despite the financial status of the cooperative, smooth functioning of the
cooperative depends upon the skills and capacities of the executive
committee members of the cooperative and awareness/knowledge of the
general members. A three day account training for five management
committee members (those who were selected by the community to lead
the cooperative) was organized in Dhankuta district headquarters. In this
training, participants were trained on account keeping and financial
activities of the cooperative.
Though majority of the people in these villages are engaged in the
occupation of making bamboo handicraft, many of the individuals from
ward number five are not skillful for making modern bamboo handicrafts
that are exported to Kathmandu and other regional markets. The
cooperative members demanded for the skill training to the people in this
village. So, a training, in partnership and collaboration with Dhankuta
DSCI and one of the main MSFP LIPOs (SOLVE Nepal) of the Dhankuta
district, was organized through which the total of 12 individuals were
trained for 30 days long skill training for making bamboo handicraft.
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j)

Knowledge Enhancement through Orientation Meetings

The series of formal and informal orientation meetings were organized to
orient executive committee members and general members of the
cooperative. The orientation meetings post to the formal registration were
focused on developing awareness about the rules, regulations, roles and

responsibilities, duties and rights of the executive committee members and
general members or shareholders. For example, a five day long formal
community orientation training with the aim to enhance knowledge and
understanding about cooperative and its importance for their day to day
life was organized for the community members.

k) Technical Support and Facilitation for Smooth Functioning of
the Cooperative
The technical facilitation for the preparation of their long term goal and
intervention strategies has remained one of the important aspects of these
piloting activities. For these, the members of the management committee
have been technically facilitated and supported to prepare business plan
of their cooperative and basic knowledge about its implementation. These
activities were done through a series of orientation and consultation
meetings and discussions. According to the prepared business plan, the
cooperative at least requires NRs 5,00,000 as capital money to make their
cooperative smoothly function and be sustainable. Based on this business
plan, the formally registered cooperative has been then supported with the
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second financial support to increase their seed funds of the cooperative4.
In addition, many of the regular monthly meetings of the cooperative have
been participated and facilitated. The participation of the monthly
meetings became fruitful in terms of smooth functioning of the
cooperative.

Summary of the Piloting Activities
In summary, the piloting steps and activities can be summarized into three
phases: (a) Initial Phase: In this phase the selection of the enterprise was
followed with the discussion about the potentials and steps for the
development of the bamboo enterprise among the LIPOs and MSFP staffs
in the district. The field visit and community consultation meetings were
followed with the community orientation on the practical importance of
cooperative and explore possible and potential partners/collaborators. (b)
Intermediate Phase: In this phase, financial, technical and social
facilitation supports were provided to establish and register the
cooperative (Name of the Cooperative: Bans tatha nigalo bachat tatha rin
sahakari sanstha limited, Aakhisalla 5, Dhankuta). The total of 39
individuals has become shareholder of the cooperative and they have
been encouraged for the regular monthly saving in their account. In
addition, providing training for making bamboo handicraft and supporting
them to develop their market relation with the retailers and wholesalers in
Kathmandu have become important activities of this phase. (c) Final
Phase: In the final phase, regular follow up and occasional field visit,
observation and discussion about the status of the cooperative and provide
inputs/suggestions have become important part of the piloting processes.
In addition, the documentation and analysis of the processes and present
status have become equally important part of activities in this phase.

4

In the first installment of the piloting support, the ad hoc committee was provided with one
lakhs rupees (20 thousand for management cost and 80 thousand as seed fund) for
cooperative. In the second installment, total of 1.15 lakhs has been provided as piloting
support (15 thousand as management cost and 1 lakh as seed fund).
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Present Status of the Enterprise
The present status of this enterprise and entrepreneur are summarized in
the following key points.
a)

At present the members of the cooperatives have been producing
varieties of bamboo handicrafts. It is noteworthy to mention that
those individuals who have received training provided under this
piloting activities have also started to produce modern types of
bamboo handicrafts.
b) The bamboo handicraft produced/prepared by the individuals are
collected by some of the collectors in the village and supplied to
the market in Kathmandu.
c) Total of 36 individuals are regularly collecting their monthly
saving. In addition, the bamboo handicraft producers have
gradually been organized into the cooperative, as this could be
an important step for collective efforts for the promotion of their
enterprise. This also developed habits of regular saving (per
individual 105 NRs in a month) among the entrepreneurs and
handicraft producers.
d) The collective fund of the bamboo handicraft producers has been
gradually increased. For example, total seed fund provided by
MSFP was only NRs 1,80,000 but the total fund of the
cooperative is now (dated of May 2016) NRs 2,99,000, which
means NRs 1,19,000 (NRs 2,99,000 - 1,80,000 = 1,19,000) is
saving and the interest earned from the funds (including seed fund
provided by MSFP). Once the cooperative has total of 39
individuals as its shareholders/members which means total of NRs
40,095 was collected by regular saving of its members. Now the
cooperative has total of 36 members and total of NRs 3,780 has
been collected as monthly saving of the members. The interest
paid by the members is also another source of income to the
cooperative. It seems that the cooperative will become sustainable
after few years if there persists no problem in monthly saving by
its members and collection of the interest.
e) Bamboo entrepreneurs and the members of the cooperative have
now easy access for at least small amount of loan from their
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f)

g)

cooperative. For example, until now total of 29 members of the
cooperative and entrepreneurs have already borrowed the
money/loan from their cooperative. Based on the increasing
amount of the fund, amount of the loan for the members is
gradually increasing. It was started from per person NRs 10,000
and now it is amounted to NRs 30,000. Currently, 9 individuals
have borrowed the loan of the amount about NRs 2,00,000 (NRs
30,000 by two members, 20,000 by five members, 15,00 by two
members, and 10,000 by one member). The duration of loan they
have been practicing is determined by the amount, such as NRs
10,000 for four months, 15,000 and 20,000 from eight months
and 30,000 for 12 months (information dated on: May 2016,
Source: Chair of the Cooperative).
Social capital of the bamboo entrepreneurs has been gradually
developing through their cooperative. Both personal as well as
institutional relation with different individuals such as relation
with district level government officials have been well developed
during the registration, training and other activities. The relation
with district level supporting agencies, retailers and wholesalers of
the bamboo handicraft in Kathmandu and other parts of the
country, and experts of the bamboo handicraft have also been
developed through the piloting processes.
Leadership skills and capacities of the management committee
have also been enhanced. Their participation in different forms of
trainings, orientation meetings and discussion, exposure visit to
Kathmandu and other parts of the country, and their regular
facilitation to the monthly meetings have also become equally
important platform for developing their leadership skills and
capacities.

Challenges of the Piloting Activities
Smooth functioning of the cooperative depends upon some of the basic
conditional requirements. For example, amount of capital/finance,
activeness of the members/shareholders, leadership capacities, regular and
sustainable income of the members, nature of financial transactions (such
as regular saving and investment for the productive works) and many
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others. Assessing this cooperative by keeping these things in mind,
following challenges can be observed for smooth functioning of this
cooperative.
a) Reinvestment for the promotion and development of their enterprise
seems one of the big challenges for smooth functioning of the
cooperative. Because those members who have borrowed the loan
from their cooperative have invested their loan for the further
development of the bamboo handicraft production work/enterprise.
This means none of the members of the cooperative have become able
to interlink their cooperative and occupation for making bamboo
handicraft. Therefore, lack of direct relation between cooperative and
occupation for making bamboo handicraft indicates fewer chances of
further development and promotion of the enterprises through
cooperative formation and its operation.
b) Lack of individual with leadership skills and capacity is another big
challenge for the smooth functioning of the cooperative in this village.
There are two main reasons for this. At first, those individuals who are
educated and have capacity/skills are either already migrated to the
others parts of the country (city area and district headquarters) or are
busy with their own occupation or personal business. Secondly, those
who are living in the village are either uneducated or less skillful and
have inadequate capacities for providing the leadership roles to any
organization.
c) In many cases the family or personal disputes or problems are reflected
in the functioning and operation of their cooperative. Such as
becoming members/shareholders of the cooperative, borrowing loan
and repaying of the loan, agree or disagree on any form of decisions
about the cooperative, support or no-support to the leadership, regular
saving or no-saving and many other activities related to the cooperative
have been either determined or influenced by the personal or family
relations. For example, a person having dispute or conflict with another
person selected for the leadership role of the cooperative becomes
either non- supporter of the cooperative or does not want to become
member of the cooperative.
d) Aankhisalla village in Dhankuta district is renowned for bamboo
handicraft production. However, branding of their production is still
lacking. Similarly, demand based modification of the designs in their
production is lacking among the producers.
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Community Based Model: Handmade Paper
and NTFP Production in Bhojpur
Introduction
Timma is one of the most remote and backward VDCs of Bhojpur district.
It is situated towards North-West, which takes about a day on foot from
the district headquarters. This is situated in the mid-west of the district,
which shares border with neighboring district in the west (Khotang). This
VDC is South- East facing that stretches from North-East to South-West at
the altitude of 1,100m to 35,000m from the sea level (VDC Profile 2070
BS: 6). The geographical location and climatic condition of the VDC has
harbored mosaic of biological diversity. Of the many, the plants locally
called "Lokta" and "Argheli" are two of the important plant species as the
gift of the nature to this VDC. These plant species are available in most of
the upper parts of the forest areas in this VDC. These plant species have
become source and means for the establishment and operation of a
"Nepali Handmade Paper Enterprise" in this VDC.
Map 3 : Timma VDC in Bhojpur District
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In total, 19 CFUGs in this VDC are officially handed over to the users
committee and of them about 9 CFUGs have at least Argheli (both in the
private lands and CF area) and some of them have both Argheli and Lokta.
This means that at least one Lokta handmade paper enterprise was
possible to establish and run in this VDC. Hence, "Hanspokhari Nepali
Handmade Paper Enterprise" was established four years ago (in 2067 BS)
and this enterprise has been producing and selling papers in the national
market especially to the buyers in Kathmandu since its establishment.

Based on the discussion and consultation meetings with the district
stakeholders, staffs of the MSFP and the LIPOs, this enterprise was selected
for piloting activities of "community based model". After the selection of
this enterprise, a preliminary meeting and discussion with manager of this
enterprise was carried out. In this meeting basic information and status of
the enterprise was collected and documented to know and define piloting
activities.
The general objective of the piloting activities in this enterprise is to
understand policy and practical hurdles in community based models of
forest based enterprises in Nepal and draw practical lessons for policy
recommendations. The specific objectives are:
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a)

To identify practical problems for the quality and quantity
production of the paper by "Hanspokhari Nepali Handmade
Paper Enterprise (HNHPE)";

b) To support HNHPE for the improvement of its operation and
production (both quality and quantity) of the paper;

Condition
Activities

of

the

Enterprise

before

Piloting

HNPHE was one of the first forest based enterprises in this VDC. It was
reported that there was fierce debate between the communities on where
to establish this enterprise when LFP was facilitating and supporting for the
establishment of this enterprise in 2010 (2066/067 BS). Finally, this
enterprise was established by the partnership and collaboration of two
CFUGs (as discussed above). Some of the basic conditions of this
enterprise in relation to the piloting supports are discussed in the points
below.
 This enterprise was functionally governed and managed by
Nayakharka CFUGs alone; while Hattimare CFUG was passive
about the whole processes of this enterprise.
 Other CFUGs in the VDC were also completely out of the
information and interest about this enterprise.
 The enterprise did not have any balance fund or fund for regular
operation of the enterprise. So, the required funds or capital for
the regular operation of the enterprises were managed by the
personal loan (for the sympathy) given by the village well- wishers
of the enterprise.
 It was reported that some of the CFUGs in the VDC, those that
have Lokta and Argheli, sometimes sell their raw materials to the
outside enterprises (handmade paper producers). So, there was no
binding relation between the enterprise and the CFUGs of the
VDC.
 The enterprise was operated and remained functional under the
management committee of agriculture cooperative (Hanspokhari
Krishi Sahakari). So, all of the financial transaction of the
enterprise was counted as progress of the cooperative instead of
the CFUG and the enterprise.
 There was confusion about the management of the cooperative
and the enterprise.
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Piloting Processes and Steps
a) Identification
and
Enterprise/Entrepreneurs

Selection

of

Potential

The consultation meetings were carried out in order to identify potential
enterprise for piloting community based model of enterprise. Different
types and forms of enterprises in the districts were identified and discussed
with the staffs of LIPOs and MSFP in the district. Finally, HNHPE in Timma
VDC of this district was selected for piloting of the community based
model of enterprise. The stakeholder consultation also became useful for
understanding the context and situation of enterprise and entrepreneurs in
this village. In addition, the manager of the HNHPE (Mr Mani Kumar Rai)
was also met and consulted to know about the background and existing
status of this enterprise.

b) Preliminary Field Visit and
Understanding Local Context

Community

Consultation:

A preliminary field visit and community consultation was carried out to
know about the existing status of the enterprise, that were included the
quality and quantity of the production, availability of the raw materials,
access to market, investment, profit, skills and capacity of the management
committee and manager, and contribution of the local community. The
management committee members and manager of the HNHPE and the
local community members were consulted to understand existing situation
of their enterprise, their aspirations for the production, and experiences,
challenges and opportunities of their enterprise. Some of the key issues for
the piloting activities were:
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i.

ii.

iii.

Confusion between handmade paper and cooperative: It was
found that HNHPE is operated by Hanspokhari Agriculture
Cooperative (HAC) since the same management committee is
responsible to manage both institutions. Both of these institutions
were established in 2010 (2066/067 BS). The official work related
to the DFO was dealt with the official documents of Nayakharka
CF while almost all of the enterprise related official works
(auditing) were dealt with the official document of Hanspokhari
Agriculture Cooperative. ? Almost all of the financial transactions
and auditing were used as an official document of the
cooperative. So, the management committee itself was in
confusion about the management and legal status of the
enterprise.
Conflict between two CFUGs: It was observed that two CFUGs
and their users have conflict and misunderstanding about the
leadership of the institutions (both HNHPE and HAC). The
conflict was due to a single management committee for both
institutions.
The
enterprise is formally
registered in the
name of Nayakharka
CFUG
and
key
executive committee
members are from
this CFUG, which
automatically
resulted into the
leadership of the
cooperatives as well.
So, the members and users of the Hattimare CFUG were
comparatively passive for the contribution in the management of
both institutions. The members of the Nayakharka also often used
to blame members of the Hattimare as very passive members of
their institutions.
Confusion and conflict for the institutional identity and growth:
Based on the field visit and community consultation, it was felt
that the confusions and conflicts created by the confusion in
institutional identity and the contribution of the members
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iv.

between two CFUGs have gradually affected to the institutional
growth and development of HNHPE and HAC. For example, the
shareholders or members of the cooperative have not been
increased since the date of its formal registration on the one hand;
and on the other hand, quality and quantity of the paper
production by HNHPE was also not satisfactory compared to the
availability of the raw materials and the readiness for the
investment of its members. So, it was sensed that separating the
legal as well as operational status and the roles of two institutions
would enhance both the institutional growth and pro-activeness of
their members.
Lack of quality and quantity production of the paper: After the
preliminary field visit, the buyers of the paper produced by this
enterprise (in Kathmandu) was visited and consulted to know their
assessment about the quality and quantity of the paper production
of this enterprise. It
was reported that the
paper produced and
supplied by HNHPE
is very low in its
quality and less in its
quantity compared to
the
potentials.
Similarly, it was also
observed that the
wastage of the raw
materials is too high in this enterprise. It was roughly calculated
that (based on the observation of the production processes) about
five to ten percent of the raw materials are regularly converted
into the wastage during the courses of boiling, washing and
putting in the paper frame. It was also observed that lack of
awareness about application of the appropriate methods of drying
and storing has also made some papers quality less. In this case,
knowledge acquired about the quality and quantity of the paper
production would be important for improving the production of
this enterprise.
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v.

vi.

Lack of investment, membership and ownership of the CFUGs
at least that have raw materials for this enterprise: It is already
discussed that the total of 9 CFUGs (out of the 19) have raw
materials for the handmade paper production in this VDC alone.
However, only two of them have investment or share in this
enterprise. So, the CFUGs and its users from 7 CFUGs that have
raw materials did not have their investment (both at the CFUG
and user household level) in this enterprise. It has direct
implication in the ownership and contribution for the
development of this enterprise. For example, it was reported that
many of the raw materials produced by the CFUGS in this VDC
and their users sell their raw materials to the buyers/entrepreneurs
in other places. So, it was felt that the feeling of ownership and
contribution for the development of this enterprise will be
developed through their investment in this enterprise.
Lack of sufficient fund for the operation of the enterprise: It was
observed and reported that the enterprise did not have sufficient
funds of its own to operate this enterprise. So, the enterprise was
running in the investment (temporary support) of some
individuals. This means further investment as share is better way
of increasing the capital of the enterprise.

c) Explore Potential Partners and Collaborators
Except
sharing
of
the
reflection of the preliminary
field visit with staffs of the
LIPOs and MSFP, the officials
of the DSCI, District chapter
of the DFNCCI, DFO, some
financial institution, DCD,
and LDO have been visited
to
explore
possible
collaboration. Similarly, the
entrepreneurs and buyers in
Kathmandu have also been
consulted for the exploration
of possible collaboration.
Some institutions, including private sector entrepreneurs in Kathmandu,
showed their interest for the future collaborations.
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d) Technical Facilitation
The manager and members of the management committee of this
enterprise were technically supported in some activities as mentioned
below:












At first, technical support for the separation of the HNHPE and
HAC has been provided and separate management committee for
the operation of the HNHPE and HAC was e formed. It was the
first step of the technical facilitation work in which shareholders
and members of the cooperative (by default their share in the
cooperative was considered as investment in the HNHPE) have
agreed to form separate management committee and take their
responsibilities of the respective institution. Finally, the users of
the Hattimare CFUG took responsibility to manage/operate HAC
and Nayakharka CFUG took responsibility to run/operate HNHPE.
Secondly, technical support was provided for the financial
investment of the CFUGs and their user households that have raw
materials for this enterprise.
Thirdly, technical support was provided to the management
committee and manager of the cooperative for the increments of
the members in cooperative and their regular savings.
Fourthly, technical support for the establishment of
entrepreneurial relation between HNHPE management and the
CFUGs that have raw materials by facilitating for the formal
decisions about their commitments to sell their raw materials only
to this enterprise.
Fifthly, the manager of this enterprise was technically supported
to prepare a comprehensive Business Development Strategy (BDS)
of this enterprise and best use of it.
Sixthly, the social facilitation for the development of group
enterprise was another part of this piloting activity. For this, the
formation and initiation of the NTFP production and nursery
management by at least one entrepreneur group in each CFUGs
of Hattimare and Nayakharka were technically facilitated.
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e) Provide the Seed Funds
With the aim of improving
internal governance of both
institutions (HNHPE and
HAC), production of quality
and quantity of the paper,
and institutional initiation
for the group/team work for
the exploration of possible
enterprise and entrepreneur
groups in at least two
CFUGs that have engaged in
establishing and running of
the forest based enterprise
(namely HNHPE) have been supported with some seed funds. Except the
facilitation supports, the total of NRs. 2,80,000 was provided as seed fund
to the piloting communities. The seed funds were mainly given for the
following activities:
 To increase investments
in the enterprise by the
CFUGs that have raw
materials (Lokta and
Argheli)5;
 To
cover
the
management cost of the
enterprise, particularly
for
enhancing
the
efficiency
of
the
management committee
and manager of the
HNHPE;
 To cover the management cost of the cooperative, particularly
for enhancing the efficiency of the management committee and
manager of the HAC;

5

The total of NRs. 85,000 was provided as to convert as share of the all CFUGs that have raw
materials; NRs. 15,000 as management cost of the HNHPE, NRs. 1,20,000 for initiating group
enterprise (NRs. 60,000 to each CFUGs); and NRs. 60,000 for share of the individual
households of the CFUG users in the HNHPE.
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f)

For the formation of the entrepreneur groups (at least one group
in each CFUG) and to initiate group/team work for the possible
enterprise, particularly the NTFP production and nursery.

Facilitate and Support to Improve Market Linkages

The field visits and consultation with buyers and traders of the handmade
papers in the national market, namely in Kathmandu, helped us to reach
in the conclusion that the quality paper does not have any problem for the
sale/market. So, the total of 10 individuals (enterprise managers, executive
committee members, workers, raw material collectors) were facilitated and
supported to the market exposure visit to Kathmandu. The participants of
this visit team have visited and observed some big national enterprises and
buyers of the handmade papers. They got opportunities to discuss and
interact with the national entrepreneurs and observe whole processes of
the use of their papers. They also got opportunities to get some basic

information about the diversity of the products of handmade papers and
their international markets. Understanding about the whole market chain
and processing of the paper they produce and sell have remained one of
the most important parts of this visit. Similarly, this visit became important
for developing the understanding about the importance of maintaining
quality of the paper for better and sustainable market of their products.

Present Status of the Enterprise
The piloting activities for promoting community based model of forest
enterprise in Timma VDC of Bhojpur district have some achievements.
Some of the major achievements are:
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6
7

There were dilemmas and confusions in the management of the
enterprise and cooperative. So, the piloting intervention began
with facilitation to differentiate these institutions as distinct
institutions. The facilitation was resulted into the formation of
separate management committees and take responsibilities to
manage respective institutions by their own. The users of the both
CFUGs (Nayakharka and Hattimare) and members of both
institutions (HNHPE and HAC) have also agreed to cooperate and
collaborate for development and growth of both institutions.
As discussed earlier, the investment in enterprise, thereby
producing ownership feeling, was limited to only two CFUGs
(Hattimare and Nayakharka). The piloting supports and facilitation
work is brought other three CFUGs as shareholders and now total
of five CFUGs have the institutional share/investment in this
enterprise6. This has increased the number of CFUGs that commit
institutional ownership upon this enterprise. This has also
enhanced the better relation between enterprise and the CFGUs.
One of the practical problems of the enterprise was lack of
institutional fund for the regular operation of the enterprise. It was
reported that in many cases the operational fund is managed by
borrowing personal loans from the users and well-wishers of this
enterprise. So, both the financial and technical facilitation have
helped to encourage total of 20 individual, who were the user
households of the five CFUGs that have their institutional
investment, to invest in the enterprise7. The private investment
also helped to develop ownership feeling of the member
individuals upon their enterprise.
Governance is one of the important aspects of an institution upon
which the failures and successes of most of the institutions
depend. . As discussed earlier, the confusion of the management
of HNHPE and HAC reflected upon their poor governance. For
example, since the establishment members of the cooperative
were neither increased nor they had regular saving; rather the
operation of the cooperative was completely depended upon the
income and financial transaction of the paper production and

The new CFUGs are Diyale Kalipatal, Bhaluthumka, and Mayuum.
The total of NRs. 60,000 has been invested as personal share of the 20 individual. The same
amount has also been provided by the MSFP as share investment.
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selling. On the other hand, the quality of paper produced by this
enterprise was below their potential. The wastage of the raw
materials was too high. Due to these reasons, profit of the
enterprise/cooperative was too small. Similarly, the management
committee including manager of this enterprise had lack of clear
technical skills and capacity about BDS of the paper production.
So, the piloting activities have helped to improve the internal
governance of the enterprise.
The primary basis of the community based enterprise is culture of
group work among the members of the particular community or
society. So, this piloting work also facilitated and supported in the
formation of entrepreneur group and supported to initiate group
work among the group members. These piloting activities were
carried out in two CFUGs (Hattimare and Nayakharka CFUG)
where entrepreneur's group (consisting five individuals) was
formed in each CFUG and these groups initiated farming and
nursery management of the available NTFPs, particularly the
herbal medicines. This practice was initiated in the potential area
of the community forest.

Private Model: Sisno Powder Making in
Shankhuwasabha
Introduction and General Objective
Shankhuwasabha district has been selected for piloting private model of
forest enterprise. The selection was done on the basis of discussion,
interaction and consent among MSFP Lot 1 staffs. The concept of piloting
support activities in this district began with the discussion on the SisnuPowder making enterprise in Khandbari, the district headquarters.
However, piloting support to this enterprise was changed from SisnoPowder Making enterprise to the Handmade Paper enterprise in Wana
VDC of the this district. There were two main reasons for this change.
First, the Sisno-Power Making Enterprise could not move as per the plan
and expectation8. Second, the financial support provided by the MSFP
district LIPOs has created a kind of conflict between two district LIPOs and
8

This means the enterprise could not start its production during the end of the first phase of the
MSFP.
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which could not be resolved for long, i.e. until the end of the first phase
project9. So, because of the lack of enough time for the first phase of the
MSFP, the remaining grant support for the piloting activities was
immediately shifted to the handmade paper in Wana VDC.

Piloting Activities
Enterprise

for

Sisnu-Powder

Making

Sisno is one of the common vegetables for people in the rural areas,
especially for indigenous people in mountains and hills in the country.
The studies also show that consumption of Sisnu as vegetable is best for
human health. Due to these two reasons (traditional and health) the
demands of Sisnu-Powder is very high in the city area as well. However,
the supply of the raw form of Sisnu in the city areas is impossible. So, the
concept of Sisnu- Powder making and its supply are not new in Nepal. It
has already been practiced in some parts of the country. So, the concept of
supporting to the Sisnu-Powder making was agreed as private model of
piloting activities in MSFP Lot one area.
Map 4 : Khandbari Municipality in Shankhuwasabha District

9

In the first phase, district based two organizations named SODEC and TEF were MSFP LIPOs. For
which enterprise related activities were carried out by TEF. The TEF provided enterprise grant
for Sisnu-Powder making enterprise but the use of that grant remained an issue of conflict
among LIPOs and MSFP itself for long. The issue was that though the grant is given to the
entrepreneurs the enterprise could not start its production and entrepreneurs seen in the
documents could not play active roles to run their enterprise. Similarly, financial transparency
has also become another issue of debate among the stakeholders
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This
enterprise
is
planned to establish and
run by the joint efforts of
three
individuals
as
entrepreneurs based on
district
headquarters
(Khandbari).
The
discussion
for
the
piloting support to the
Sisnu-Powder
Making
enterprise was started
when the MSFP district
staffs shared about the
initial idea of three entrepreneurs. The main reason of the interest of the
entrepreneurs was the availability of Sisnu plant as abundant in most of
the places in the district, possibility of their physical access to these places
and the institutional relation with the communities where Sisnu plant is
available10. In this context, the possible and potential intervention about
Sisnu Powder making and packaging became one of the issue of
discussion among MSFP staffs and LIPOs. The series of discussions and
consultation meetings for the establishment of a Sisnu - Powder making
enterprise was technically facilitated by the MSFP staffs.
The general objective of the piloting activities was to understand
challenges and opportunities of the private model of forest enterprise by
facilitating in the process of establishment, start up production, and export
its production in the possible markets. The specific objectives were:
a)

To facilitate and support to increase the investment and
partnership of forest dependent poor and disadvantaged
households (as Sisnu raw material collectors and suppliers) in this
enterprise;

b) To facilitate and support for the sustainable harvesting and regular
supply of raw materials to this enterprise;
c)

10

To document whole processes of the interventions and draw
policy and practical lessons;

The source of institutional relation of the entrepreneurs was LIPO, namely The East Foundation
(TEF). In addition, the entrepreneurs of this enterprise were relatives of the staffs of this LIPO.
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Piloting Processes and Activities
a)

Identification and Selection of the Enterprise

Selection of the Sisnu-Powder Making Enterprise was primarily based on
the sharing of the preliminary idea by MSFP district staffs. However, the
district level stakeholders and staffs of the LIPOs were also consulted in
order to figure out the potential forest based and forest related enterprise
in the district. Number of enterprises was identified and discussed for
piloting private model of forest enterprises. Finally, the Sisnu-Powder
Making Enterprise has become one of the potential enterprises in terms of
policies and practical lessons. The stakeholder consultations were also
equally useful in understanding potential challenges and opportunities of
the Sisnu-Powder Making Enterprise in Khandbari.
b) Preliminary Discussion with Entrepreneurs
A series of consultation meetings with both the staffs of MSFP/RRN, LIPOs,
and the entrepreneurs of the Sisnu-Powder Making Enterprise was
conducted. In order to understand the context they become interested in
this enterprise and the personal and group aspirations for the
establishment, production and marketing of the proposed food products.
The consultation meetings also became useful in understanding the
personal capacities and skills for this enterprise. It was observed that those
individuals who have showed their interest have neither basic idea about
the general processes of an enterprise (such as registration, production
processes, marketing) nor specific knowledge (i.e. production processes of
the Sisnu-Powder Making, marketing, market price etc). So, it was clearly
observed that those entrepreneurs who have been appeared in the official
documents are supported by their family members and relatives rather
than of their own interest, expertise and proactive roles. However, the
piloting activities have attempted to support in developing skills and
knowledge of running the proposed enterprise by the entrepreneurs
themselves.
c)

Facilitation for Official Registration

The staffs of the MSFP/RRN and LIPOs have technically facilitated the
entrepreneurs for the registration of the enterprise in DSIC. The enterprise
was registered as private partnership based enterprise in September 2013.
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It was registered in the name of "Himalayan Mahila Sisnu Tatha Jadibuti
Prasodhan Kendra (personal translation: Himalayan Women's Sisnu and
Herbal Medicine Processing Center") in which three women, namely
Bijaya Subba, Santa Gurung and Chandrawati Hengwa have become the
members for the partnership.
d) Facilitation to Promote Local Investments
A series of consultation meetings with both the staffs of MSFP/RRN and
LIPOs, and the entrepreneurs has been conducted in order to facilitate
them to explore appropriate option for the investment in this enterprise.
After a series of consultation meetings, it was decided that this enterprise
will have the investment and partnership between the forest dependent
poor and disadvantaged households (as raw material producers and
collectors, now onwards the "Sisnu Collectors") and the entrepreneurs
(now onwards the "Investors") in the district. This concept was primarily
proposed by the MSFP staffs and facilitators. It was agreed by the investors
in the beginning but when the time came to figure out the number of
Sisnu collectors also as investors then it became issue of disagreements for
the investors. This issue remained as a subject of discussion for long and
that also made this enterprise in limbo for long.
e)

Facilitation to Identify Sisnu Collector

Identification of Sisnu colleting community remained another issue of
debate. The debate was not because of the lack of place where Sisnu is
abundant but because of the diverse interests of the actors involved in this
process, namely MSFP staffs and entrepreneurs. To be explicit, the interest
of the selection of place/community for MSFP staffs remained to that place
where MSFP was working and supporting. The reason was to benefit the
users of the Local Forestry Groups (LFG) that are selected for the
implementation of MSFP activities. However, the interest of the
entrepreneurs and their close relatives who were technically backstopping
to the whole processes were interested to go to the place where they have
other forms of social relations such as family relations. The main reason of
the selection of investors were, first to have future confidence of the
outside/external investment (i.e. investment by Sisnu collectors); and
second was to benefit the people with whom they have earlier family and
personal relations. So, number of VDCs, LFGs, and communities (both
within and outside of the MSFP working area) in different parts of the
district was identified and made issue of discussion.
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f)

Facilitation to Form Sisnu Collection Groups

The staffs of the MSFP and LIPOs have facilitated to form Sisnu collection
groups in different places. In the first phase, eight groups were formed in
eight CFUGs11 in four VDCs. The objective of the formation of these
groups was to promote local level raw material collection groups and
make the raw material supply sustainable. A series of field visits and
consultation meetings with entrepreneurs and staffs of the LIPOs have
been conducted in order to push this enterprise start its production and
marketing.
g)

Facilitation for Partnership between "Sisnu Collectors" and
"Investors"

Based on the informal
understanding
between
MSFP staffs, LIPOs, and the
entrepreneurs,
the
modalities
of
the
investment
of
Sisnu
collectors
have
been
discussed. In general, two
proposals, which could not
be decided for long, have
remained the issue of
discussion. Firstly, all the individuals who are the members of the Sisnu
collection will become share memers of the enterprise. Secondly, instead
of the individual collectors only of the group who collect and supply Sisnu
(the raw materials) must be recognized as share members. The issue of
investment became subject of hot discussion for different interests of the
two parties: the MSFP that want to support this enterprise; and the investor
of the enterprise. The MSFP primarily wanted to support Sisnu collectors
in the form of their share in the enterprise in order to develop their

11

First group in Oringa Debitar CFUG in ward number 2 of Siddapokhari VDC; second group in
Fagune Deurali CFUG in ward number 4 of Siddapokhari VDC; third group was Ratmate
Katuseni CFUG in ward number 5 and 6 of Siddapokhari VDC; fourth group in Ahale CFUG in
ward number 8 of Siddapokahri VDC; fifth group in Bhanjyang Sansari CFUG in ward number 6
of Siddapokhari VDC; sixth group in Akambhir CFUG in ward number 6 of Tamaphok VDC;
seventh group in Pragatisil Allo Sakuha in ward number 3 of Nundhaki VDC; and final group
was formed in Num VDC.
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ownership feeling upon the enterprise. However, the investors did not
agree to accept investment of the Sisnu collectors as shareholders. The
main reason that the investors did not accept Sisnu collectors as
shareholders was their fear about the possible conflicts about the sharing
of benefits from the enterprise and possible influence in decision making
processes of the enterprise in future. The modality of partnership between
Sisnu Collectors and Investors remained issue of debates for long.
h) Discussion about the Modality of Financial Support under the
Piloting Activities
The idea of Sisnu-Powder
making in Sankhuwasabha
district was initially shared
by the relatives of the staff
and leader of the LIPO
which was responsible for
all
enterprise
related
activities in the district in
the first phase of the
MSFP. So, all of the
processes
for
the
registration of the enterprise in DSIC were carried out by the relatives of
the enterprise. It was sensed that the internal motivation of the registration
of this enterprise was possible financial supports by the forestry and other
projects and donor agencies, namely MSFP and Himali project12. Since the
Sankhuwasabha district LIPO and the staffs are the relatives of the
entrepreneurs, allocated budget for the establishment of new enterprise
was provided to this enterprise13. This financial support was used to
purchase a grinding machine14 for the enterprise. In this case, the
preliminary idea of the piloting activities in this enterprise was to support
and facilitate for the sustainable production and supply of the Sisnu raw
materials and hence, the piloting support was intended to provide to the
12

13

14

It was heard that this enterprise had prepared a proposal and submitted to Himali Project for
the grant but the proposal was not selected for the grant.
The MSFP had allocated the amount near about one lakh rupees for establishing new
enterprise.
It was reported that this machine could be used for multiple purposes such as grinding food
grains, herbal medicines, Sisnu etc.
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Sisnu producers and collectors in the villages. The idea of financial
support provided as piloting support to the Sisnu collectors to be
transformed as personal share in this enterprise was proposed. The
entrepreneurs and their relatives have disagreed on this proposal. They
demanded for at least few portion of financial support to the investors as
well. Finally, it was agreed that about 20 percent of the total financial
support provided as piloting activities to be given to the investors with the
precondition that they should clearly prepare the report of total
expenditure of the enterprise and make it transparent. The reason of this
proposal was because of the lack of transparency about the use of MSFP
provided financial support, report of the total expenditure of the
enterprise, and delay in the operation of the enterprise.
i)

Facilitation for Enhancing Technical Skills and Exposure to the
Entrepreneurs

As
stated
earlier
that
the
entrepreneurs did not have any of
the idea and knowledge about the
production processes, markets, and
required financial investments for
their enterprise. So, the piloting
processes planned for the exposure
visits to the entrepreneurs for
basic knowledge about
the
production processes (cultivation,
collection, exporting raw materials,
price of the raw materials, drying
processes, packaging, food quality
and composition etc.) and market knowledge (price of the products,
demands of the products, finding buyers). The entrepreneurs were
requested to prepare their plan for exposure visit in Nepal anywhere. But
they did not prepare plan by their own. Finally, the team at ForestAction
Nepal prepared a plan for exposure visit to Dolakha district for the
knowledge about production processes and Kathmandu for the market
assessment and informed them to manage their time as per their comfort.
The exposure visit planned by the team was followed with the preparation
of BDS of the enterprise. The entrepreneurs neither prepared their plan for
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this visit nor managed their time for the proposed exposure visit for long
(more than a year i.e. in 2014). There were two reasons for their inability
to prepare a plan by their own and manage their time for the proposed
plan. At first, the entrepreneurs, in reality, were not interested to be the
real entrepreneurs rather they were just showcased by their relatives.
Secondly, they all were women and hence, they could not manage their
time for the visit. Finally, one of the relatives of an investor (husband of
one of the investors and the chair of the LIPO, and MSFP focal person for
those LIPOs) came to Kathmandu for his personal work. He was requested
to manage his time for the exposure visit and prepare BDS post to the
exposure visit. Instead it was known that he returned back to his home
without any information to the team at ForestAction. Finally, it was sensed
that this enterprise cannot move further and hence, the following up to the
entrepreneurs was stopped keeping in mind that the further facilitation and
support will be provided only in the request and follow up by the
entrepreneurs and their relatives.

Reasons for Changing Enterprise for the Piloting
Support
The piloting processes discussed above have provided a clear background
of why the piloting support for private model of enterprise was changed
from one to another. The different reasons are summarized in the
following three points to make this issue more explicit. .




The expenditure of the financial support provided by the MSFP
district LIPO did not become clear and transparent for long. It
became an issue of discussion and conflict between the two
LIPOs. It was not resolved till that time when first phase of the
MSFP was about to end.
Some budget was allocated as direct financial support to the
enterprise as piloting support. But this budget had to be used
before the end of the proposed time frame, i.e. before the end of
March 2015. It was felt that providing additional financial
support to the enterprise would add further conflicts until the
issue of financial transparency of the earlier MSFP support is
resolved. So, the idea of seeking an alternative to this enterprise
was agreed in the team. The reason for the search for alternative
enterprise was fear of the possibility of less financial progress in
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the piloting activities under this model. This idea was adopted to
support both the enterprise in parallel mode and trap lessons on
the issue from both enterprises.
The entrepreneurs did not contact and communicate about their
progress and further plan during the first phase of the MSFP
activities.

Status of the Enterprise until Piloting Supports
Continue
The status of the enterprise until the piloting activities and support was
continued is summarized in the following points.








The enterprise was registered in the DSIC and the temporary
processing building/place was constructed. The construction was
done by the side of one of the entrepreneur's house and land.
The Sisnu Collection group in the seven CFUGs was formed but
the clear modalities for the processes of cultivation; collection and
supply of the Sisnu raw materials have not been prepared. The
place and the community for the cultivation and supply of the raw
materials were also not conformed.
The internal agreement for the financial support under the piloting
activities was made (20% to the investors and 80% to the Sisnu
Collectors) but the benefit sharing of the enterprise was not made
clear since the enterprise was also aiming to produce other
products such as grinding herbal medicine and other food crops
in the time of less supply of the Sisnu raw materials. So, the
incentive and investment structure of the Sisnu Collectors have
not been clearly confirmed.
A machine was bought from Dharan (which is about a day of bus
travel towards the South from this place) and production unit is
already set inside the building but production was not started.
This machine by its feature was multipurpose that can be used for
grinding food crops, herbal medicine, and Sisnu. It came to know
that the internal plan of the entrepreneurs was to use this machine
for other purposes in case the Sisnu-Powder making became
unsuccessful. For this reason, the entrepreneurs were reluctant to
accept the Sisnu Collectors as shareholders of the enterprise. It
was also felt that entrepreneurs were not fully confident about the
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sufficient supply of the Sisnu raw materials throughout the year
and sustainability of the enterprise.
The sample product was sent to the regional Food Testing Office
in Biratnagar for testing the food composition. But the report did
not come for more than three months. This means official
certification of the production had to receive.
The comprehensive BDS and business plan was developed. So,
the entrepreneurs are in dilemmas whether this enterprise is
possible and profitable or not.

Private Model: Handmade Paper Producing
Enterprise in Shankhuwasabha
Introduction
The "Sabha Pokhari Hate Kagaj Udyog" or Sabha Pokhari Handmade
Paper Enterprise is one of the oldest enterprises in Sankhuwasabha district.
This enterprise is located in Wana VDC of this district. This enterprise was
formally established about 20 years ago (in 2052 BS, i.e. 1996/97), but
due to the threats by the cadres of the political party (namely Maoist) the
production of the paper was stopped for few years (during 2011-2013) and
it was now revived and started its production till 2014. Almost all of the
materials such as wooden frames, nets, mixing boxes were damaged and
the relation with raw material producing communities was distanced
during its closure.
Map 5 : Wana VDC in Shankhuwasabha District
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This enterprise was established and operated by a single person (Hindu
Kumar Rai) but now he has partnership with a person named Yam
Bahadur Shrestha of the same VDC since 2014. Both of them have now
50/50 percent of the share in this enterprise. This enterprise hardly
produced about 300 Kori of paper in 2014; however, they are planning to
increase its production quantity in the coming years.
There are no raw materials (Lokta and Argheli) in Wana VDC. So, this
enterprise buys raw materials from other VDCs of this district; namely two
CFUGs (Juge Banpala and Bhalukhop) of Jaljala VDC (the neighboring
VDC lying towards its east). After a series of formal and informal
consultation with district staffs of MSFP and the LIPOs, this enterprise has
been selected as alternative enterprise for piloting private model in this
district.

Condition
Activities

of

the

Enterprise

before

Piloting

This enterprise is one of the
oldest handmade papers
producing enterprises in
Sankhuwasabha district. The
quantity of the paper
production was very good
until the political threat
during the Maoist insurgency
in the early 2000s. But
owner of this enterprise was
threatened by the political
party
when
political
insurgency was at the critical
point. The owner of the
enterprise was a local person and was affiliated with a political party. So,
he was displaced from this place and consequently, the paper production
was completely stopped for five years. It was the coincidence of the time
when MSFP was in the process of implementation and the enterprise
owner was also just reviving the paper production. Some of the conditions
that are important to note for the piloting activities are listed below.
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All of the papers making frames (wooden frame) were completely
damaged and the entrepreneur has to make or buy new frames.
Relation between the CFUGs (from which raw materials could be
bought for this enterprise) and the entrepreneurs did not have a
formal relations and binding for the sustainable supply of raw
materials.
It was a single handed and single ownership based enterprise
before and by the time of this piloting activities second person
made investment as shareholder and owner of this enterprise. So,
there were two owners in this enterprise.
The paper production of this enterprise was purely based on the
traditional methods. Earlier the biting machine was not used by
this enterprise so crossing of the raw material was based on the
manual biting method. The entrepreneurs were planning to buy
an electric biting machine for improving the paper production.
The place for paper production was planned to shift to a bit lower
place (in the house of the second owner) and basic construction
of the production building and setting of the production
instruments (vat i.e. box to put the liquidities raw materials).

Steps and Processes of the Piloting Activities
a)

Identification and Selection

This enterprise was selected in consultation with the staffs of MSFP in the
district and staffs related to the MSFP for the LIPOs. A numbers of
enterprises made their presence to the discussion and finally "Sabha
Pokhari Hate Kagaj Udyog" located in Wana VDC of this district has been
selected for the piloting activities. The history of the enterprise, lack of raw
materials in the VDC, ownership of the enterprise, entrepreneur skills and
capacity (comparatively good) were general criteria for the selection of this
enterprise. Similarly, readiness of the entrepreneurs for up-scaling in the
existing local technology was also made another criterion for its selection.
To be specific, starting of drying technology (coloring of the paper at the
local level) through collaboration and partnership with national enterprise,
namely Mahaguthi in Kathmandu, was an ambition for this enterprise.
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b) Collecting Preliminary Information for Piloting Interventions
The preliminary information of the enterprise was collected through MSFP
staffs and the staffs of the LIPOs. The telephone conservation with the
entrepreneur also became useful in understanding the personal
experiences and aspirations for the enterprise. Based on these all, the team
of Forestation thought that the partnership and collaboration with national
entrepreneurs or enterprises would become an exemplary work in the
handmade paper producing technology in rural Nepal. So, calculation
meetings and discussion with some of the possible entrepreneurs and
enterprises in Kathmandu were carried out. Finally, Mahaguthi (located in
Kupandole of Lalitpur) became ready for the partnership and collaboration
with this enterprise.
c)

Preliminary Field Visit to the Enterprise

The detail information about the enterprise was collected and reflected
from the field observation and direct interaction with the entrepreneur.
The entrepreneur was shared about the idea of up-scaling of their
technology through partnership and collaboration with Mahaguthi. The
field visit also became useful for understanding the personal aspiration of
the entrepreneurs, skills for partnerships and collaboration with national
enterprise (Mahaguthi), and readiness for this collaboration and
partnership. The entrepreneur agreed and became ready for the
collaboration and partnership with Mahaguthi for up-scaling in its local
technology, i.e. non-colored paper to colored paper
adopting dying
technology.
d) Facilitation for Collaboration and Partnership with Mahaguthi
The local owner/entrepreneur (Hindu Kumar Rai) was invited to
Kathmandu for meeting with Mahaguthi. The meeting, discussion and
planning for modality of future collaboration and partnership between
local entrepreneur and Mahaguthi have been facilitated and supported.
Both of the parties have agreed for the collaboration and partnership for
introducing color dying technology in "Sabha Pokhari Hate Kagaj Udyog".
Mahaguthi has conditionally agreed to invest for introducing this
technology, provide skill for ensuring quality production, and take
responsibility for buy-back arrangements of the paper produced by this
enterprise. Mahaguthi put the condition to agree these all and start the
action only after at least one field visit to the place and observe the local
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situation. This enterprise was in the process of buying and installing biter
machine for the first time. So, Mahaguthi suggested that this enterprise
must use biter machine first and its partnership and collaboration will be
based on the level of the quality of paper produced by using this machine.
So, the immediate field visit by Mahaguthi could not be made.
Unfortunately, the field visit of Mahaguthi could not be made during the
first phase of MSFP activities. Similarly, the budget had not been allocated
for the piloting activities that were planned in the first phase. So, the
proposed plan of up-scaling local technology could not move further
during the entire period of the MSFP.
e)

Capacity Enhancement through Facilitation in Preparing BDS

During the visit to Kathmandu for meeting with Mahaguthi, the
entrepreneur has been provided with general knowledge and idea about
business plan and business development strategy of his enterprise. Finally,
a comprehensive business plan with fund flow of the enterprise for
coming five years has been prepared.
f)

Provide Financial Support

The first phase of MSFP
was implemented during
the period of March 2013
to March 2015. However,
the piloting activities in
this
enterprise
were
started only after the tenth
month of 2014 which
means
the
piloting
support and activities in
this enterprise was carried
out during the five
months of the first phase of MSFP activities (before the end of February
2015). So, the first phase of piloting support was provided to this
enterprise. The financial supports were provided according to the needs
for the development of the enterprise15.
15

The total of NRs. 1,15,000 (40,000 to buy raw materials, 45,000 for making paper frame, 15,000
to provide seed fund for the CFUG from where raw materials are exported, and 15,000 for
borrowing loan from the local financial institution) was provided to this enterprise.
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Present Status of the Enterprise
It is difficult to describe and present overall status of this enterprise in this
section of the report. So, some of the major characteristics that are related
to the lessons to be learned through the piloting activities are summarized.








The enterprise has established institutional relation with two
CFUGs (Bhalukhop and Jukeban) in Jaljala VDC from where raw
materials for this enterprise are obtained. This relation became
institutional because the paper producing enterprise and these
CFUGs have written agreements that state "our CFUG will not sell
our raw materials to the paper producing enterprises other than
the Sabha Pokhari Hate Kagaj Udyog". Similarly, of the total NRs
1,15,000, the Sabha Pokhari Hate Kagaj Udyog gave the total of
NRs. 15,000 (NRs. 7,500 for each CFUGs) as seed fund for the
"rotational fund for the livelihood improvement activities" for the
households who collect Lokta from the forest area for this
enterprise. These two activities have developed institutional
relation between CFUGs and paper producing enterprise.
The enterprise has installed a biter machine and started to
produce the paper from the use of this machine. It was reported
that the use of biter machine has subsequently reduced the labor
cost and has improved the paper quality too.
The total of NRs 1,00,000 loan has been borrowed from the local
cooperative and the fund has been used to construct paper
producing sheds, buy forma, construct vats (to store liquidified
raw material), and other necessary materials. The total of 100 new
wooden forma have been bought and the paper has been
produced by the use of these forma.
The production of paper is going very smoothly and there is no
problem of raw materials and other form of decision making
except official processes of paper supply (receiving DFO's
permission letter for supply of paper and export of papers within
the stipulated time period, i.e. sell the paper within 15 days of the
official permission).
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Chapter Four

Conclusion and
Recommendations
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Lessons Learned
Cooperative Model of Forest Based Enterprise
Some important lessons are learnt from the piloting activities for bamboo
handicraft producers in Aankhisalla VDC of Dhankuta district. Some of the
major lessons are discussed below.
Promoting cooperative models of enterprise is one of the best and
potential models for the promotion and development of bamboo
handicraft production in Nepal, particularly poor and uneducated or less
educated and illiterate people in the rural parts of the country. However,
the official provisions that are required to fulfill such as preparation of
bylaws, preparing meeting minutes etc. are beyond the capacity of the
rural people. Moreover, technical knowledge and leadership capacity and
skills required for the smooth functioning of the cooperative, such as
record keeping of the regular monthly saving and loan giving/collecting
processes, prepare and manage up to date paper documents, annual
auditing, and as such are beyond the capacity of the people in rural parts
of the country. Easing the registration and operation processes with special
preference to the people in rural area is highly required. Alternatively, the
policy provision for providing technical supports and facilitation for
registration and smooth functioning of the cooperative (free of cost until
the management committee becomes capable to run their cooperative) is
not only desired but required for the people in rural area of the country.
Some of the practical lessons that are learnt from the activities carried out
for piloting cooperative models of bamboo handicraft enterprises are
discussed below.
a)

Bamboo handicraft production is one of the most potential sectors
for promoting cooperative models of forest-related enterprises in
rural Nepal. However, making rural people convinced on the
importance of cooperatives and enhance capacity/skills for its
operation is very difficult. So, promoting cooperative models of
enterprise requires longtime engagement along with the technical
and financial support both of the external agencies. This means
the cooperative models of enterprises in the rural areas of the
country cannot be established and operated in the absence of
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external supports. This is due to the lack of knowledge and
capacity, skills and competencies for the fulfillment of legal
provisions or requirements for the registration and smooth
functioning.
b) The socio-economic status and characteristics of the society is
always challenging for producing real entrepreneurs. It was
observed that the members of this community are diverse in terms
of socio-economic status (rich-poor, educated-uneducated,
experienced-inexperienced etc). These diversities have been
transformed into the conflict of interest in their day to day life and
these conflicts of interests in many cases are observed as resulted
into the obstruction to the smooth functioning of the cooperative
and entrepreneurship development as well.
c)

Cooperative establishment and its smooth functioning has
become an effective means to develop monthly saving habits and
credit facilities for bamboo handicraft producers in rural parts of
the country like Aankhisalla VDC of Dhankuta district. These
processes have been gradually contributing to capacitate the
bamboo
handicraft
producers
to
become
successful
entrepreneurs. These have become important in terms of personal
saving, personal investment, quality and quantity production, and
creating job opportunities.

d) Co-operative has helped strengthen social cohesion and social
unity among the cooperative members. However, in some cases,
it has also been creating sub-interest groups among the cooperative members and that have been resulted into the internal
fragmentations based on the family relation, kin groups, and other
forms of existing social life. These fragmentations sometime have
also been reflected in the regular activities of the cooperative such
as decision making processes, regular saving, leadership selection
etc. This indicates that technical facilitation alone is not sufficient
for the smooth functioning of the cooperative in rural areas. .
Instead, it requires social facilitation in a careful and skillful way
so that internal social issues/forces which may obstruct the
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smooth functioning of the cooperative are well identified and
resolved in natural way.
e)

Cooperative is a profit based financial institution and hence, the
activities carried out during the whole processes were taken very
seriously by its members/shareholders. The members demand for
effective roles of the cooperative for the development of the
bamboo handicraft production so that the individual benefit/profit
could be improved. However, lack of technical skills among
many individuals in modern handicrafts production, lack of
leadership skills and capacities to run cooperative, lack of
information (including knowledge and awareness) about the
changing market demands have played the catalytic role to
emerge the misunderstanding, feeble co-ordination and cooperation. For example, all of the individuals in the Aankhisalla
have traditional skills of making bamboo handicraft but many of
them do not have skills of producing modern forms of bamboo
handicraft. Similarly, the high demands of the modern forms of
bamboo handicraft in Kathmandu are not realized by most of the
producers in the village. In this case, a market visit remained
effective to bridge the gap between village based entrepreneurs
and urban/market traders. It has helped to broaden the
understanding and perception of the local entrepreneurs about the
prevailing bamboo market which could be impetus for effective
market linkage.

Community Based Model of Forest Based Enterprise
Piloting activities in Timma VDC of Bhojpur district became one of the
important opportunities to learn about the different reasons of the
successes and failures of community based models of forest enterprises in
Nepal. Some of the key lessons are discussed below.
HNHPE was established in the technical facilitation and financial support
of external agencies, namely Livelihood and Forestry Program (LFP). This
means establishment of the forest based enterprise is not only impossible
but unimaginable for people in the rural areas. This is because of the
required official documents and processes to be followed by the
community. For example, those local people who were involved in the
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process of establishment of the HNHPE reported that they had to go for
many times to the Area Forest Office (AFO) and DFO. One of the difficult
requirements to the establishment of the forest enterprise for rural people
is "resources inventory" (i.e. inventory of the Lokta in this case). It is one
of the pre-requisites for the establishment of the handmade paper in the
CF area. But it is very far from the technical and financial capacity of the
CFUGs in rural area like Nayakharka in Timma VDC of Bhojpur district.
Because resources inventory is not possible in terms of financial
investment and technical capacities of the rural people like in the Timma
VDC. Similarly, the continuity of the forest based enterprises for the
people in rural area is very difficult in terms of required official processes
of raw material collection, processing, and exporting to the market as
these all processes require official approvals. For example, the activities
like harvesting of the Lokta bark in the forest area, collecting and
transporting of the Lokta bark in the production place, and then trading or
exporting of the papers to the market need DFO's official approvals letters.
Similarly, occasional decisions and orders of the DFO, non-cooperation of
the other government officials such as field observation and verification of
the forest products (i.e. Lokta in this case) as per the management plan
also play equally important roles. So, the official requirements and
processes for the establishment of the forest based enterprises and the
legal processes to be followed for the operation of the enterprise is very
challenging for people in rural areas.
Following practical lessons were learnt from the piloting activities of
community based forest enterprise in Timma VDC of Bhojpur district.
a) Forest based enterprises in rural area in Nepal have multiple
benefits to the user households such as contribution to the
livelihood by collecting Lokta bark and selling to the enterprise,
enhancing leadership capacities, developing entrepreneur skills,
and expanding personal and institutional linkages with the
multiple actors and agencies. However, sustainability of these
achievements or benefits is challenging for the community based
model of enterprise. One of the possible main reasons is
replacement or change in the CFUG's leadership in the name of
governance improvement and its consequence to the operation of
their enterprise. Similarly, many of the internal and external forces
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such as out migration of the community members, change of the
government officials, market fluctuations, to name a few, are also
creating practical challenges for sustainability of the benefits from
their enterprise.
b) Livelihoods of the user households in Nayakharka and Hattimare
CFUGs are primarily based on the agricultural production.
Moreover, it is noteworthy that the agricultural labor is primarily
based on the traditional way of labor exchange locally called
parma system. In this case, the operating of an enterprise (which
always must have maximization of institutional profits or benefits
as primary goal) like handmade paper in Timma VDC contradicts
with the traditional way of labor exchange system (which is not
calculated in terms of benefits but operated through concept of
reciprocity). The distinctly different institutional systems, their
principles and practices have been creating confusions and
dilemmas in both the principles and practices of the local people.
It was observed that such contradictions create practical
confusions for the enterprise managers and management
committee while operating the institution through mobilization of
the local labor and sharing of the profits or benefits. For example,
it was reported that management committee of the HNHPE
frequently forced the CFUG committee members and its users to
take decisions for the contribution of free labor for the
development of their enterprise such as construction of enterprise
building, collection of raw material (Lokta bark), transporting the
collected raw materials in the production centers, transporting
produced papers to the roadhead and do accordingly. It was
reported that the community members of the two CFUGs (who
were the founders of this enterprise) have contributed lots of free
labor to their enterprise. These have been also well recorded in
the CFUG and enterprise's meeting minutes.
c)

The decision making process in community based model of
enterprise itself is one of the complex process which has both the
challenges and opportunities. The challenges can be realized
when the community processes in all steps of decision making
that are required to be followed and its consequences in the
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operation of the particular enterprise is minutely observed and
analyzed. For example, the enterprise manager must take
community consents on all of the financial and management
issues of the enterprise. For these, the manager must organize
community gatherings or at least committee member's meetings.
In this case, these processes may be expensive in terms of time
and resources and in many cases these processes create different
forms of additional conflicts instead of resolving the existing
problems. However, such community processes have different
opportunities as well. For example, these processes help to
develop culture of democratic practices at the community level.
These processes also help to create community's ownership
feeling upon the enterprise and foundation for the concept and
practice of equity rights in the community. However, the process
that has to be followed as community based model of enterprise
seems too complex and time consuming in terms of its operation.
In addition, it has higher chances of less benefits and negative
motivations to both the management and user level in the future,
at least in the experiences of HNHPE in Timma VDC. The
example is that majority of the user households of this enterprise
are reluctant to the operation of this enterprise since this
enterprise has become an overburden for them as they have to
contribute frequent voluntary labor and frequent meetings for this
enterprise without much benefits.
d) Unsecured and unsustainable income for the workers is an
important issue of community enterprise. Secured tenure or
sustainability of the income from the enterprise is highly expected
issue for the workers, including the manager, in the community
based enterprise. This has become one of the important cases of
HNHPE in Timma VDC of Bhojpur district. The reason is that the
enterprise is able to provide job in the temporary basis or seasonal
basis (few months that is generally between November to April).
The nature of employment opportunities has become one of the
important issues for the development of the enterprise. The job
opportunity or source of income such as by Lokta bark collection,
working as laborer in the paper production, and manager are
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additional sources of income for some of the people in the
community. However, the job opportunities created in the paper
production processes are only for the certain time period such as
paper making work cannot be done when weather of the day is
rainy or cloudy. The nature of job opportunities, at least in
HNHPE in Timma VDC, has not become an attraction for the
people. Instead, it was repeatedly reported that the laborers
/workers do not want to work in the paper production rather the
production work is always done through the personal request.
This means operating an enterprise without secured tenure or
regular income may be one of the big challenges for operating an
enterprise in the subsistence based agricultural society.
e)

The basic technical skills and knowledge, such as financial,
business, market, that are much needed prerequisites for the
successful operation of an enterprise, are most important issues
for the enterprise in rural areas like Timma VDC in Bhojpur. This
means lack of potential managers or leaders in the rural area has
negative implications to the enterprise as well. This is because of
three major reasons. First, outmigration is one of the common
phenomena due to which educated and potential community
leaders migrate to the city or more facilitated areas. Second,
opportunities for market exposure and achieve higher education is
very rare in the rural villages which obstruct the production of
competitive and skillful leaderships. Third, those individuals who
possess or have comparatively better leadership skills and
knowledge do not want to engage in such enterprise for two main
reasons: one is they are already employed in some jobs or works
and second is they are aware that there is no personal benefits
from the engagements in such enterprises. So, it is very
challenging to find person having competitive knowledge and
leadership quality for the enterprises in the rural areas.

f)

The community based model of enterprise is a form of enterprise
operated through community consent and community
participation. However, the piloting activities in Timma VDC gave
a reflection that it is very difficult to balance the interest/needs of
private/individual and group/community.
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g)

The sense of competition is completely lacking or absent in the
community based forest enterprises. For example, the community
based forest enterprises in the rural area are mostly functioning
through the sympathy market. For instance, most of the
community based enterprises are established, continuing, and
marketing their products through sympathy market created and
facilitated by the investors, buyers and support agencies. So, the
entrepreneurs and leaders of the community enterprises take their
enterprises as means to gain sympathy and development project
based supports instead of market and profit based institution.

Private Model of Forest Based Enterprise (SisnuPowder Making Enterprise)
The official document (registration certificate) shows that three women
entrepreneurs are key actors in terms of management, production and
marketing of the Sisnu-Powder; while, the forest dependent poor and
disadvantaged households are assumed as raw material collector and
suppliers for this enterprise. Some important lessons were learnt from the
whole courses of engagement by supporting and facilitating to the Sisnu
Powder making enterprise in Khandbari of Sankhuwasabha district as
piloting private model of forest enterprise. They are summarized below.
a)

Many of the forest based enterprises are established with the
primary aim to receive financial grants/supports from the
support/development agencies. So, it is learnt that registration of
forest based enterprise should not be a priority; rather the in-depth
study and analysis of the particular enterprise and a prior
knowledge, skills, and personal aspiration of the entrepreneurs as
requirement are a must for the establishment of successful
enterprises.

b) Any forms of external supports for the forest based enterprises
must be focused on value addition of existing production
processes and marketing system. Otherwise, the support for the
registration of new enterprises for those who start the processes
without basic knowledge on the particular product may end with
discouraging and negative results. Further, it also may lead
towards the failure of the enterprise in achieving the targeted
goals.
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c)

The establishment, production and marketing of food products
from forest based or related enterprise is very complex and
difficult for entrepreneurs because of the requirements to be
fulfilled for its production, processing and marketing of the
products. In addition, food products are very sensitive because it
is directly related with the human health and a minor mistake may
cause negative effects to the whole enterprise.

d) Establishment of new enterprises requires comparatively a large
and long term investment for support agencies. Lack of external
supports and facilitations at all levels such as micro to the macro
issues and establishment to the marketing and internal
governance and management may cause a failure of the
enterprise.
e)

Personal interest alone is not sufficient for the establishment of the
forest based enterprises. Rather personal skills, knowledge,
capacities, experiences, and family situations are very important
parts for the success of forest based enterprise. So, a careful study,
analysis and understanding about the interested entrepreneurs is
very important part of establishing a successful forest enterprises.

Private Model of Forest Based Enterprise (Lokta
Handmade Paper Enterprise)
Lokta handmade paper production is one of the most successful forest
based enterprises in Koshi Hill districts. More than a dozen (13 have been
recorded) of Nepali handmade paper enterprises has been in operation in
this region (Rai, et al., 2015). The enterprise selected for piloting activities
in Wana VDC of Sankhuwasabha district is one of them. The lessons learnt
from the piloting support and activities in this enterprise have been
summarized in the following key points.
a)

Working with private enterprise and entrepreneurs is easier in
comparison to the community and cooperative model of forest
based enterprises. The main reason of this easiness is due to the
quick decision making process in time of need. The efficiency of
the decision making processes of privately owned and managed
enterprises is also appreciated by the national level enterprises.
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This means, the national level entrepreneurs are less interested or
not ready for the collaboration and partnership with community
based enterprises. However, they are ready and interested with
privately owned and managed enterprises. The main reason of
their different interest is also due to the decision making
processes. According to their experiences decision making is very
easier and faster in the privately owned and managed enterprise
but it becomes too complex and lengthy when it goes to the
community based enterprise. For example, Mahaguthi in
Kathmandu, at least became ready for the collaboration and
partnership with the enterprise in Wana VDC of Sankhuwasabha
district that is selected and supported for the piloting of private
model of forest enterprise.
b) Internal governance of CFUGs (from where raw materials are
bought) and progress of the privately owned forest enterprises are
closely interrelated and interdependent in case the raw materials
of the enterprise are exported or bought from the CFUGs. This is
because the nature and quality of raw material supply for the
enterprise depend on the internal governance of the related
CFUGs. For example, the methods and processes of the
cultivation, collection, and selling of the raw materials determine
internal governance of the particular CFUG. And these ultimately
influence or affect the production processes of the enterprise that
is dependent upon the raw materials from this CFUG. This means,
a private enterprise which is dependent upon the resources of
CFUG is influenced by the decision making processes and
management practices of the CFUGs. For example, the CFUGs
from where this enterprise buys raw materials (Lokta) do have to
follow all legal processes of raw material harvesting, collecting
and selling. Official permission and verification from the DFO in
many cases determines the performance of the enterprise even
though this is a private enterprise. Similarly, the production and
marketing performance of the enterprise (which buys the raw
materials of the CFUGs) are also equally important for the
particular CFUGs. This means, increase in the benefits of
enterprise automatically increases willingness and higher rate of
payment that is also timely to the raw materials. In another word,
progress of the enterprise also determines the performance of the
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CFUG in its raw material production and supply. For this, the
production capacities and competencies, and access to market
and marketing competencies are the most important part of any
enterprise. So, mutual understanding and mutual support between
the entrepreneurs and CFUGs is required at most for the forest
based enterprise, at least in the case of handmade paper
enterprise in Wana VDC of Sankhuwasabha district.
c) Long term collaboration and partnership between private
enterprises and CFGUs is most required for the sustainability of
the private enterprises which are dependent upon the raw
material supply from the CFUGs. This is because of the possibility
of the domination or influence of immediate benefits for both the
parties. For example, if the CFUGs and its users do not become
aware or sensitive about the importance of sustainable harvesting
and supply of raw materials in its community forest areas then it
may look for only of the immediate gains or benefits of the selling
of its raw materials. Similarly, if the particular CFUG and
enterprise do not have well understanding and agreement for long
term collaboration and partnership then the entrepreneurs also
may not be much conscious about the sustainable harvesting of
the raw material of that CFUG. If this is the case, then the
enterprise also looks for only the higher quantity of raw materials
instead of the sustainable supply. In these cases, both of the
parties lose the sustainability of their production and supply. In
this case, ensured long term collaboration and partnership is most
required for the sustainability of both parties.
d) Basic knowledge about the processes to be followed by both
parties is one of the foundational processes of enhancing mutual
supports. This means, the users or raw material collectors in the
CFUGs must have a basic knowledge about the paper production
processes (such as boiling of the raw material, washing of the raw
material, biting of the raw material, putting it in the paper frame,
market value of quality paper, to name a few) and the enterprise
owners must have knowledge about the legal and practical
problems of raw material collectors and suppliers. So, the proper
understanding about each other helps to develop mutual
understanding and support.
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Recommendations
Cooperative Model of Forest Based Enterprise
Promoting cooperative models of enterprise is one of the best and
potential models of forest enterprise for generating group based job
opportunities in Nepal. However, it may not be equally applicable in all
communities, places, and the products as well. So, following
recommendations are given on the basis of piloting activities for bamboo
handicraft producing communities in Aankhisalla VDC of Dhankuta
district.
Longtime engagement including technical and financial supports is most
required for those external agencies that want to work for promoting
cooperative models of forest enterprise. The main reason for the
requirements of long time engagement of the external agencies is due to
the time consuming processes and costly nature of establishing
cooperative models of enterprise and making it sustainable. Similarly,
developing basic knowledge and skills that are required for the smooth
functioning of a cooperative to the rural people itself is time consuming
and costly processes.
An in-depth study and understanding of the local socio-cultural contexts is
most important pre-requisites for the sustainable functioning of the
particular cooperative or cooperative model of enterprise. The reason is
that smooth functioning of the cooperative in future depends upon the
level and extent of community cooperation and community solidarity.
Such studies help not only to understand the level and extent of
community solidarities but it also helps to identify space for effective
social mobilization and community orientations. Otherwise, the
cooperative may suffer from the unnecessary, unexpected, and unintended
social conflicts.
Co-operative by nature is a profit oriented financial institutions and hence,
selection of the appropriate community leaders, both in terms of personal
capacity and social acceptance, is one of the most crucial but critical
aspects in this model of enterprise. The reason is that lack of one of these
characteristics would obviously make the cooperative subject to failure.
Consideration of the future prospects and possible consequences is also
equally important aspect of leadership selection. For example, if an
unmarried female is chosen and trained for the cooperative leadership
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then alternative to that leadership should be parallelly developed keeping
in mind that she may leave the cooperative any time in future (if she gets
marry to other villages).
Partnership and collaboration among possible institutions such as district
cooperative division, DSCI, district FNCCI, and possible market and
product buyers is one of the most important aspects of establishing and
promoting cooperative models of forest enterprise. So, the constant efforts
for exploration of potential partners and collaborators and facilitation for
this should be a priority of the support agencies.
It is impossible to make a cooperative sustainably functional without
capacity development of the leaders of the cooperative. So, the constant
support for the capacity development of the community leaders is most
required for the smooth functioning of the cooperative. In addition,
community awareness about the processes and methods of cooperative
and its best use (in terms of regular saving, borrowing loan, and
productive investment of the borrowed loan) is very important aspect of
sustainable growth of the cooperative.

Community Based Model of Forest Based Enterprise
Establishing and functioning of the community based forest enterprises are
as difficult as the cooperative model. One of the main reasons of this
difficulty is necessity of the direct and indirect participation or
contribution of all members of the community in the whole processes of
the enterprise (establishing and functioning) but less or limited or in some
cases no direct benefits from the enterprise. Some of the recommendation
from the piloting activities is discussed below.
Establishment and operation of community based forest enterprises have
become possible, at least in the Koshi Hill districts, because of the
financial and technical support and facilitation of the external agencies; to
be specific it is the forestry projects. So, the development of real
entrepreneurs and entrepreneurship skills is alarmingly lacking in the
community based forest enterprises. It is evident that community based
enterprises are functioning because of the external supports and markets
created by the personal and community sympathy. Therefore,
development of the real entrepreneurs is always a challenging but
important step for the success of community models of forest enterprises.
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The real entrepreneurs, in this report means, one who possess a
competitive technical skill and knowledgeable about the whole
dimensions for the success of an enterprise, such as business plan,
business development strategy, market competition, quality and quantity
products, and technological upgrading. In addition, the access to finance
is another important aspect of the community enterprise. It is evident that
the community enterprises are suffering from the financial investment not
for the further development or growth but for the regular operation of the
enterprise such as capital to buy raw materials, payment for workers, and
transportation cost to supply the products. For these all, the real
entrepreneurs should lead and take responsibility instead of making the
members of the community equally responsible. So, development of
skillful entrepreneurs as leader and a clear division of the roles of actors
such as roles of enterprise manager, CFUG committee members,
enterprise management committee if it is formed, and general members of
the community, is most critical and crucial.

Private Model of Forest Based Enterprise
Establishing and operating private models of forest based enterprises are
easier than the community and cooperative models. However, it is evident
that many of the forest based enterprises in Koshi Hill districts are
established through the technical and financial support of the
development agencies/projects. The prior knowledge, skills, and
experiences about the whole processes of the proposed enterprise (such as
production processes, market and market prices, investment) should be
well studied and understood for the future success of the enterprise.
Similarly, personal aspiration about the proposed enterprise and access to
finance of the proposed enterprise should be assessed with equal priority.
In this case, the external supports must be provided in the form of value
addition to the existing production processes or marketing system.
The selection of the enterprise is also equally important aspect of private
enterprise. For example, the enterprise that is proposed to produce food
products may become very complex and difficult. For example, SisnuPowder making enterprise in Sankhuwasabha district did not become
successful because of the two reasons: lack of pre-required knowledge and
skills among the entrepreneurs, and nature of proposed enterprise i.e. food
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products. So, a careful study, analysis and understanding about the
interested entrepreneurs must be prerequisites for the establishment and
successful functioning of the forest enterprises.
Long term collaboration and partnership between enterprises and CFGUs
is most required for the sustainability of the private enterprises if the
supply of the raw materials of the enterprise is dependent to the CFUGs.
So, technical and social facilitation and financial support for the long term
collaboration and partnership between private enterprise and CFUGs is
most important for the success of private enterprises. It is obvious that
such collaboration and partnership will help for the sustainability of the
enterprises and resources of the CFUGs.

Conclusion
Establishment of forest based enterprise has become one of the priority
activities in forestry sector programmes in Nepal. The main reason of this
priority is to respond the prevailing general critique about the Nepal's
forestry sector, which means economic contribution behind its potentials.
So, all the forestry sector stakeholders in Nepal including the support
agencies and the government have agreed to create job opportunities at
the local level, improve livelihood/income of the forest dependent poor
people, and increase contribution to the national economy through
supporting forest based and forest related enterprises.
Establishing and operating forest based enterprises is one of the most
potential areas for the improvement of local to national economy in
Nepal. However, establishing and operating forest based enterprises have
very limited success stories. One of the main reasons is lack of enabling
policy environments for the promotion of forest based enterprises.
However, a number of forest based enterprises has been established and
operating in different parts of the country including Koshi Hill districts.
The support agencies that are working in the forestry sector in Nepal have
also been supporting to the establishment and operation of forest based
enterprises. For example, MSFP has financially and technically supported
to the total of 120 forest enterprises in Koshi Hill Districts during MSFP
implementation (March 2013 and July 2016) (Rai, et al., 2014; RRN/FA,
2013/2016).
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Piloting forest based enterprises in Koshi Hill districts have become an
important platform for understanding different dimensions of forest based
and forest related enterprises in Nepal. One of the important dimensions
was drawing field based reflection and knowledge about the challenges
and opportunities of the different models of forest based enterprises in
Nepal in general and Koshi hill districts in particular. One of the important
reflections from the piloting activities is that the establishment and
functioning of the successful forest based enterprise is very difficult in
Nepal's existing forestry sector policies, laws, regulations and structure of
the forestry bureaucracy. In addition, the available development
infrastructure such as lack of road transportation, electricity, lack of access
to finance (or financial institutions), lack of leadership skills and capacities
of the people in rural area are also equally important aspects that are
obstructing to the establishment and functioning of forest based enterprises
in rural Nepal. It is evident that neither privately owned nor community
and cooperative based forest enterprises have possessed a remarkably
success stories in the Koshi Hill districts. This indicates a little possibilities
of future success within existing forestry policies, development
infrastructure and capacities of the entrepreneurs.
However, available forest resources and possible market of the forest
products (Rai & Chapagain, 2014) indicate great possibility of forest
enterprises in the Koshi Hill districts. Piloting activities have also helped to
produce a clear reflection that all models, such as cooperative, community
and private, of forest based enterprises are possible and potential in the
Koshi Hill districts. But this seems almost impossible to establish and
successfully run forest enterprise in the absence of technical and financial
supports, at least in the present context, of the external agencies.
Comparative experiences and reflections between three models of forest
based enterprises are that establishment and functioning of the private
model remained easier than the other two models: the community and
cooperative models. For example, it was experienced that the decision
making processes in community based enterprises and cooperative based
enterprises were too lengthy and difficult in comparison to the privately
owned and managed enterprises. The establishment of the private model
of enterprise itself was also very easier, comfortable and faster in
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compared to other two models (practice based experiences in cooperative
model and sharing of the experiences in community based model).
The quality and quantity of the products, access to market, access to
finance, and access to new technologies are very important for the
enterprises but which are very difficult for the entrepreneurs in the rural
areas. The external supports and facilitation is most required for these all
but such supports are making the enterprises and entrepreneurs more
dependent upon the support agencies and organizations. So, coordination
among all stakeholders is one of the most essential components of the
establishment and operation of successful enterprises in Nepal. For this,
creating an enabling policy environment is one of the most and basic
requirements, without which neither the enterprises could be established
nor become sustainable.
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