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Abstract

The integration of digital technologies into microfinance has the 
potential to enhance financial inclusion and alleviate poverty in 
developing countries significantly. This study explores the 
impact of digital microfinance services, such as mobile payment 
systems, digital wallets, and online platforms, on access to 
financial products for underserved populations and their role in 
economic development. By analyzing secondary data from 
academic literature, international reports, and case studies, the 
research identifies the benefits of digital microfinance, including 
reduced transaction costs, increased access to financial 
services, and improved economic opportunities for low-income 
households. However, the study also highlights significant
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challenges, such as technological barriers, regulatory hurdles, infrastructural limitations, and 
consumer awareness issues that hinder the widespread adoption and effective implementation of 
digital microfinance. The findings emphasize the need for strategic investments in digital 
infrastructure, enhanced digital literacy, and supportive regulatory frameworks to overcome these 
challenges. The research underscores the importance of digital microfinance in empowering 
individuals and communities to break the cycle of poverty and contribute to inclusive economic 
growth. 

1. Introduction 

In recent years, digital microfinance has emerged as a transformative tool for promoting financial 
inclusion and economic development, particularly in underserved and remote regions. Traditional 
microfinance models, while impactful, have faced challenges in scalability and sustainability due to 
high operational costs and logistical barriers. The emergence of digital technology has introduced 
new opportunities to overcome these limitations, enabling wider and more efficient access to 
financial services through mobile payment systems, digital wallets, and online platforms. Digital 
technologies have brought about profound transformations in the global financial sector, 
particularly in developing countries. Digital microfinance, utilizing mobile payment systems, 
digital wallets, and online platforms, offers a promising solution to tackle financial exclusion and 
poverty (Demirgüç-Kunt et al., 2020). This paper explores how digital microfinance enhances 
financial inclusion and alleviates poverty while addressing the technological, regulatory, and 
infrastructural challenges to its widespread adoption. 

Financial inclusion, crucial for economic development and poverty alleviation, refers to ensuring 
access to and use of financial services that are safe, reliable, and affordable for all (World Bank, 
2014). Despite global efforts, many individuals and small businesses in developing nations remain 
excluded from formal financial systems. Digital microfinance extends financial services such as 
small loans, savings accounts, insurance, and payment systems through digital platforms, aiming to 
make financial services more accessible, efficient, and affordable for underserved populations 
(Donovan, 2012; Aker & Mbiti, 2010). By leveraging digital platforms, microfinance institutions 
can reduce operational costs and expand their reach to rural and remote areas, promoting economic 
development and poverty alleviation (Demirgüç-Kunt et al., 2020). 

Mobile payment systems and digital platforms are pivotal in enhancing financial inclusion by 
lowering transaction costs and operational inefficiencies and facilitating access to financial services 
for low-income individuals (Jack & Suri, 2011). For instance, M-Pesa in Kenya has significantly 
increased financial inclusion by offering convenient and affordable money transfer services, bill 
payments, and access to credit (Jack & Suri, 2011). Digital microfinance improves access to 
financial services and plays a critical role in poverty alleviation by providing capital to small-scale 
entrepreneurs, which increases income levels and improves living standards (Riley, 2018). It 
enables households, particularly in rural areas, to save, invest, and manage financial risks 
effectively, thus reducing vulnerability to economic shocks (Riley, 2018). 

Despite its potential benefits, digital microfinance faces limited internet connectivity, digital 
literacy gaps, and regulatory uncertainties (Ozili, 2018). Infrastructural limitations in remote areas 
hinder the effective delivery of digital financial services. 
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outcomes in rural areas (Ozili, 2018). Evidence from microfinance institutions further underscores 
the tangible impact of digital microfinance in lifting individuals out of poverty (Liang et al., 2022). 
 
Challenges for Scaling of Technological Microfinance 

Deploying and scaling digital microfinance services encounter various obstacles, including 
technological, regulatory, and infrastructural challenges. Each of these barriers significantly 
hinders the widespread adoption and effective implementation of digital financial technologies in 
the microfinance sector. 
 
Technological barriers: These are diverse and encompass perceived risk, lack of trust, privacy 
concerns, and security issues. Perceived risk involves the uncertainty customers feel regarding the 
reliability and safety of digital financial services. It is often tied to a lack of trust in digital systems, 
which can stem from unfamiliarity with technology or past negative experiences. Privacy concerns 
are also paramount, as users fear their personal and financial information might be misused or 
inadequately protected. Security issues further compound these concerns, as the threat of cyber-
attacks and fraud remains high in the digital financial ecosystem (Staiano, 2022). 
 
Regulatory hurdles present another significant challenge: The fast-paced evolution of financial 
technology necessitates robust and adaptive regulatory frameworks. These frameworks must ensure 
that regulations keep pace with technological advancements while protecting consumers and 
maintaining market stability. Moreover, expertise is needed to interpret and implement these 
regulations effectively. Legal barriers can also pose significant obstacles, including outdated laws 
that do not accommodate modern technologies or complex compliance requirements that stifle 
innovation (Dorhetso, 2023). 
 
Infrastructural challenges are equally critical: Existing infrastructural constraints often limit the 
availability of innovative financial services. For instance, there is a significant disparity in access to 
digital financial services in many regions, often termed territorial imbalances. These imbalances 
can be due to inadequate technological infrastructure, such as poor internet connectivity or limited 
access to digital devices. Furthermore, there is a need to enhance financial mechanisms to support 
digital innovations. It includes developing infrastructure to handle the increased demand for digital 
transactions and ensuring that financial systems are robust and resilient (Korobeynikova, 
Korobeynikov, Agievich, Minaeva, & Shaldokhina, 2021). 
 
Additionally, various other factors hinder the uptake and successful implementation of digital 
financial technologies in microfinance. Consumers' perspectives on digital financial services play a 
crucial role. A lack of information and awareness about the benefits and functionalities of digital 
financial services can deter potential users. High operation costs associated with digital platforms 
can also be a barrier, especially in regions with significant economic constraints. Credit risks 
associated with the possibility of default on digital loans and low visibility of digital financial 
services, where consumers are unaware of available options, further impede adoption (Van Niekerk 
& Phaladi, 2020; Ndungu & Moturi, 2020). 
 
Addressing these obstacles requires a multifaceted approach. Improved adaptive and forward-
thinking regulations can create an enabling environment for digital financial services. Enhancing 
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technological infrastructure, such as expanding internet access and ensuring the availability of 
digital devices, is crucial. In addition, increasing awareness and educating on the benefits and 
usage of digital financial services can help build trust and reduce perceived risks. By tackling these 
challenges through a combination of strategies, the effective deployment and scaling of digital 
microfinance services can be facilitated, contributing to financial inclusion and economic 
development. 
 
3. Research Methodology 

The study employs a descriptive research design to explore and analyze the role of digital 
microfinance in enhancing financial inclusion and poverty alleviation. This approach allows for a 
comprehensive analysis of existing literature and secondary data to gain insights into the 
phenomenon under investigation. The study begins with a literature review to establish a 
theoretical understanding and identify key concepts, trends, and related factors. In the next step, 
secondary data is gathered from various sources and analyzed using content analysis. The analyzed 
data is then synthesized and interpreted for the research objectives. The role of digital microfinance 
in enhancing financial inclusion and poverty alleviation, the key drivers and barriers, and the 
overall trends and implications for digital microfinance are identified. Finally, conclusions are 
drawn based on the research findings, and recommendations are provided for policymakers, 
regulators, industry participants, and beneficiaries. 

4. Findings of the study 

The findings of the study on the role of digital microfinance in enhancing financial inclusion and 
poverty alleviation are summarized as follows: 
 
Enhanced Access to Financial Services: Digital microfinance significantly improves access to 
financial services for underserved populations through mobile payment systems, digital wallets, 
and online platforms. It reduces operational costs and extends the reach of financial services to 
rural and remote areas, thereby promoting economic development and poverty alleviation. 
 
Reduction in Transaction Costs: Mobile payment systems and digital platforms lower transaction 
costs and operational inefficiencies. For example, M-Pesa in Kenya has facilitated financial 
inclusion by offering affordable and convenient money transfer services, bill payments, and access 
to credit. 
 
Economic Development and Poverty Reduction: Digital microfinance is not just about providing 
capital to small-scale entrepreneurs. It reduces vulnerability to economic shocks, offering 
households a safety net and reassurance. 
 
Role of Technological Innovations: Microfinance Organizations leverage technological 
innovations to promote financial inclusion effectively, reaching remote populations cost-
effectively. Integrating fintech tools expands financial access and reduces transaction costs for 
marginalized communities. 
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Mixed Success of Traditional Microfinance: While traditional microfinance has shown varying 
degrees of success in reducing poverty, digital financial inclusion has proven more effective in 
reducing household vulnerability to poverty, particularly among rural populations. 
 
Impact of ICT and Blockchain: Information and Communication Technologies (ICTs) and 
blockchain technology have positively contributed to poverty reduction by diversifying livelihood 
strategies, increasing off-farm income, and facilitating targeted interventions. 
 
Challenges for Scaling Digital Microfinance 
Technological Barriers: Issues such as perceived risk, lack of trust, privacy concerns, and security 
hinder the widespread adoption of digital financial services. 
 
Regulatory Hurdles: A significant challenge is the need for robust and adaptive regulatory 
frameworks that can keep pace with technological advancements while ensuring consumer 
protection and market stability. 
 
Infrastructural Limitations: Inadequate technological infrastructure, especially in remote areas, 
restricts access to digital financial services, resulting in territorial imbalances. 
 
Consumer Perspectives and Awareness: A lack of information and awareness about digital 
financial services, high operational costs, credit risks, and low visibility of available services 
further impede adoption. 
 
Digital Literacy and Compliance: Additional challenges include digital literacy gaps and the 
need to comply with legal guidelines for new-age technologies that handle copious amounts of 
data. 
 
Implications for Practice and Policy 

Empowering Individuals and Communities: Digital microfinance is not just a tool for financial 
inclusion but a powerful means of breaking the cycle of poverty. It empowers individuals and 
communities, offering hope and optimism for a brighter economic future. 
 
Policy Recommendations: The success of digital microfinance hinges on the support of robust 
policies. Policymakers should invest in digital infrastructure, enhance digital literacy, and develop 
supportive regulatory frameworks to promote innovation while ensuring consumer protection. 
Increasing awareness and education about digital financial services can build trust and reduce 
perceived risks. 
 
Addressing these challenges through strategic investments and supportive policies can facilitate the 
scalable deployment and effective implementation of digital microfinance services, contributing to 
financial inclusion and sustainable economic development. 
 
5. Conclusion 
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capital to small entrepreneurs, boosting income levels, and improving livelihoods. However, the 
scalability of digital microfinance faces significant challenges, including technological barriers, 
regulatory complexities, infrastructural limitations, and gaps in consumer awareness and digital 
literacy. Addressing these hurdles requires strategic investments in digital infrastructure, efforts to 
enhance digital literacy, and developing robust regulatory frameworks that balance innovation with 
consumer protection. By overcoming these challenges, policymakers and stakeholders can 
empower individuals and communities to promote sustainable economic development and foster 
inclusive growth through expanded access to digital financial services.  
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Abstract

Employees are a company’s enormous asset and are crucial to its 
competitiveness and successful operation. Today, most of the 
organizations struggle to manage and retain their employees. This 
study aims to examine the relationship between promotion, 
training, and compensation, as well as the impact of these factors 
on employee retention in commercial banks in the context of 
Nepal. A cross-sectional research design was undertaken to 
determine the degree of a relationship among variables under 
investigation. A structured questionnaire with 5 5-point Likert 
scale was designed to collect the data from the population. This 
study used a non-probability convenience sampling technique, and 
data were collected from 215 employees working in A- class 
commercial banks who hold various hierarchical positions. For 
analyzing the data, the SPSS 20 version has been used to test the 
study model and proposed hypotheses. The results indicate a 
significant positive correlation between employee retention and 
promotion, training, and compensation. Additionally, the findings 
indicate that compensation significantly impacts employee 
retention, followed by promotion and training in commercial 
banks in Nepal.

1 Introduction

Employees are the enormous assets of an organization and are important to its competitiveness and 
smooth operation. Retaining a knowledgeable and competent employee is essential to human 
resource management. It is a process in which the employees are motivated to remain with the 
organization for the maximum period or until the completion of the project (Das & Baruah, 2013). 
Maintaining and retaining competent employees ensures continuity, reduces recruitment costs, and 
enhances organizational efficiency. Today, retaining employees, including those in the banking 
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sector, has become challenging (Ghansah, 2011). Increased competition and the movement of 
highly skilled employees are the leading causes of this problem (Ng'ethe et al., 2012).  

Various studies have explored the multifaceted factors influencing employee retention, highlighting 
its importance. According to Patro (2014), effectively designed employee retention strategies 
positively influence organizational productivity and sustainability by lowering turnover rates and 
retaining a skilled workforce. In contrast, poorly executed retention strategies may lead to 
decreased performance and increased turnover intentions, negatively impacting productivity 
(Sutanto & Kurniawan, 2017). 

Yousuf and Siddqui (2018) undertook a comparative study of Karachi's information technology 
and banking sectors, which identified performance evaluations, training and development, and 
workplace ambiance as essential factors influencing employee retention. The analysis indicated 
that performance evaluations significantly influence employee retention within the IT domain, 
while training and development strategies are more impactful in the banking industry. It suggests 
that customized retention strategies are important for different industries to successfully retain their 
personnel (Yousuf & Siddqui, 2018). 

Another theoretical investigation emphasized the importance of motivational elements such as 
financial rewards, career progression, job attributes, managerial support, acknowledgment, work-
life balance, and leadership style in promoting employee retention. The study concluded that 
organizations must develop appropriate retention policies to decrease attrition rates and increase 
employee commitment for the sustainability of an organization (Ramachandran & Prasad, 2022). 

Kyndt et al. (2009) conducted research focusing on both organizational and individual factors, 
which revealed that employee recognition and engagement significantly influence employee 
retention. Additionally, opportunities for personal growth help improve retention. The analysis 
further indicated that individual differences, such as leadership skills and tenure, positively 
influence retention, while factors, including willingness and initiative related to learning, are 
negatively correlated (Kyndt et al., 2009). 

Studies conducted within Bangladesh's banking sector identified career advancement, training and 
development, job satisfaction, competitive remuneration packages, employee voice, and 
transformational leadership as beneficial influences on employee retention. The research 
highlighted that these elements significantly impact employee performance. Furthermore, the 
authors suggested that retention strategies should integrate these factors to improve productivity 
(Tania, F. T. J., & Kowser, S. U., 2022). 

Samuel and Chipunza (2009) studied administrative and non-administrative employees to analyze 
the influence of intrinsic and extrinsic motivational variables on retention in organizations. The 
findings revealed that motivational variables fundamentally impact employee retention in private 
and public organizations. 

The Social Exchange Theory (Blau, 1964) explains the positive correlation between employee 
satisfaction, opportunities for advancement, and retention. The theory states that when an 
organization offers adequate compensation and growth opportunities, its employees will feel 
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valued and will return the favor by remaining with the company for a more extended period 
(Kuvaas, 2008). 

Employee retention has emerged as one of the primary organizational challenges of any 
organization. Organizations need to focus on retaining their knowledgeable employees for their 
competitiveness. Based on the literature review, the study tries to analyze the factors of promotion, 
training, and compensation as retention determinants. The present study contributes to the existing 
body of knowledge concerning social exchange theory, which considers compensation and 
promotion as independent variables. In addition, training is also considered as an independent 
variable. The study investigates the association and effects of promotion, training, and 
compensation on employee retention in commercial banks in Nepal. The conceptual model for the 
study is presented in figure1. 

 

Hypotheses: 
H1: There is a significant positive impact of promotion on employee retention 
H2: There is a significant positive impact of training on employee retention. 
H3: There is a significant positive impact of compensation on employee retention. 
 
Multiple Regression Model 

                      
Where,  
  = is the dependent variable (Employee Retention) 
   = is independent variable (Promotion) 
   = is independent variable (Training) 
   = is independent variable (Compensation) 
   = intercept 
   = intercept 
   = intercept 
   = intercept 
  = error term 
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2 Research Methodology 

A quantitative approach using a cross-sectional research design was undertaken to determine the 
degree of a relationship among variables under investigation. The study's target population is all 
employees working in A-class commercial banks in Nepal.  

A non-probability convenience sampling technique was used for data collection. To meet the 
objectives of the study, a structured questionnaire was developed to collect primary data and 
distributed it to all the employees working in A-class commercial banks online by making Google 
Forms. The study used a 5-point Likert scale to collect the data, which ranges from strongly 
disagree to strongly agree, where 1= strongly disagree, 2= disagree, 3 = Neutral, 4= agree, and 5= 
strongly agree.  Data was gathered from 215 respondents in the Commercial Banks of A class.  

The research consisted of descriptive analysis to summarize the attributes of a collected data set. 
To test the hypotheses and analyze the effects of independent variables on dependent variables, 
inferential analysis was carried out. Excel and SPSS 20 versions were used for data analysis. 

3 Results 

 

The table 1 shows that all Cronbach's alpha values are within the acceptable range 0.70–0.79, 
indicating that the sets of items are reliable for measuring their respective constructs (George & 
Mallery, 2003). 
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4 Respondent’s Profile 

 

Table 2 represents the demographic profiles of the respondents, including age, marital status, and 
job position. According to the data, the largest age group in the sample falls under the 20-30 age 
group, representing 42.3% of the respondents, followed by the 31-40 age group, which represents 
38.1%. The age group under 41- 50 represents 10.7 %, and the age group under 20 makes up only 
8.8% of the respondents.  

The majority of the respondents are married, constituting 59.06%, while the remaining are 
unmarried, representing 40.93%. Most of the respondents are of the assistant level, with 49.3%, 
followed by Officers, representing 32.6%. Managers make up 16.3% of the respondents, while 
CEO/DCEO comprise 1.9%. 

5 Descriptive Statistics 

 

Note: SD: Standard deviation; ER: Employee retention; Pro: Promotion; Tra: Training; Com: 
Compensation 

The table 3 shows the relationship between variables: training, compensation, promotion and 
employee retention. Training (0.600), Compensation (0.671), and Promotion (0.647) are 
significantly positively correlated with employee retention at 0.01 significance level. 
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6 Regression Analysis 

 

 

 

Table 4 illustrates the strength of the relationship between the model and employee retention. All 
three predictors—Compensation, training, and Promotion—explain around 59.8 % of the total 
variation of job retention, which shows a good model fit and a highly significant model. 

In addition, the regression analysis output Table 6 depicts that the unstandardized B weights of 
Promotion, training, and Compensation are statistically significant at p<.001. The unstandardized 
Beta weight of Promotion is 0.3555, which means a one-unit increase in Promotion is associated 
with a 0.355 increase in employee retention. The unstandardized Beta weight of training is 0.508, 
which means a one-unit increase in training is associated with a 0.508 increase in employee 
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retention. The unstandardized B weight of Compensation is 0.674, which means a one-unit increase 
in Compensation is associated with a 0.674 increase in employee retention. The standardized beta 
weight of Compensation (0.380) has the most significant impact on employee retention compared 
to Promotion (0.319) and training (0.228). The VIF values are all close to 1.6, suggesting no issue 
of multi-collinearity.Top of Form 

Bottom of Form 

Based on the unstandardized coefficient, the following regression equation was obtained,      

Where, promotion; = training; = compensation 

Table 4 shows that the unstandardized B weights of Promotion, training, and Compensation are 
statistically significant at p<.001. The unstandardized Beta weight of Promotion is 0.3555, which 
means a one-unit increase in Promotion is associated with a 0.355 increase in employee retention. 
The unstandardized Beta weight of training is 0.508, which means a one-unit increase in training is 
associated with a 0.508 increase in employee retention. The unstandardized B weight of 
Compensation is 0.674, which means a one-unit increase in Compensation is associated with a 
0.674 increase in employee retention. The standardized beta weight of Compensation (0.380) has 
the most significant impact on employee retention compared to Promotion (0.319) and training 
(0.228). The VIF values are all close to 1.6, suggesting no issue of multi-collinearity. 

7 Discussions 

This study examines the effect of Promotion, training, and Compensation on employee retention. 
The findings show that employee retention is significantly positively influenced by Promotion, 
training, and Compensation. The results of this study are in line with the results of previous 
research conducted by Bwana et al. (2022) in the banking sector of Tanzania, which stated that 
there is a positive and significant relationship between promotion opportunities and employee 
retention, indicating that employees tend to stay when they perceive potential advancement in the 
same organization. The research conducted by Salum et al. (2023) also highlighted that internal 
recruitment strategies, particularly promotions, strongly influence employee retention. The result is 
also in line with a study on public secondary school teachers conducted by Ekabu et al. (2018), 
which revealed that Promotion is negatively correlated with turnover intentions, which means a 
lack of career opportunities leads to higher turnover. However, contrasting findings emerged in a 
comparative analysis of Karachi's banking and educational sectors. They found that promotions 
were insignificant for job satisfaction and retention, which indicates sector-specific variations in 
the impact of promotions (Zafar & Siddiqui, 2019). The result of this study relating to training and 
Compensation is in line with the previous research conducted by  Kakar et al. (2017), which stated 
that Training and Compensation positively influence employee retention in the banking sector in 
Quetta. The research undertaken by  Devaraju & M L (2015) highlighted that Training and 
Compensation have a significantly positive correlation with employee retention in IT sectors. 
These factors play a crucial role in retaining employees.  

This study also shows that Compensation significantly impacts retention, followed by Promotion 
and training in Nepal's commercial banks. Fair and competitive Compensation will improve 
employee commitment and retention. The result of the study indicates that Compensation plays a 
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significant role in the Nepalese banking sector. The result is in line with the study undertaken by 
Kiran et al. (2023), which indicated that Compensation, training, and development positively and 
directly contribute to employee retention. Another study stated that Compensation and culture have 
a positive relationship with employee retention, whereas training and development negatively 
influence employee retention (Munich & Agrawal, 2018). Further, the study conducted in Maldives 
in the retail industry revealed that Training and Compensation do not significantly influence 
employee retention individually. However, they positively impact retention when linked with 
career development (Imna & Hassan, 2015). 

8 Conclusions 

Employees are a valuable asset to an organization and must be retained for its growth and success. 
Today, employee retention has become a challenging issue for every organization as employees 
quit when they are offered better packages and opportunities by other organizations. Given the 
growing need for organizations to retain their best employees in the face of competition, the study's 
findings suggest that variables like compensation, promotion, and training programs influence the 
employees to stay. Competitive compensation packages need to be developed to retain employees. 
The result of the study shows that compensation is a significant factor in employee retention. 
However, compensation alone cannot retain the employees. A more holistic approach that 
integrates compensation, promotion, and training is essential for organizational success and 
employee retention. Moreover, the degree of influence may vary by sector or industry; therefore, 
additional considerations must be made.  
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Abstract

Entrepreneurship, an ancient and transformative phenomenon, is 
pivotal for societal and economic development. It involves 
identifying innovative ideas and establishing new enterprises, 
distinguishing itself from self-employment, which lacks 
entrepreneurial risk-taking, resource mobilization, and production 
organization. Entrepreneurs significantly contribute to national 
income and rural prosperity through their ventures. This study 
employs a mixed-method approach, integrating correlational and 
causal-comparative research designs to explore factors 
influencing entrepreneurship development in Surkhet district, 
Nepal. Data were collected via structured questionnaires with a 
five-point Likert scale using purposive sampling. Quantitative data 
were analyzed using SPSS, employing descriptive statistics, 
correlation and regression analyses, factor analysis, Cronbach’s 
alpha, and multicollinearity tests. The findings confirm significant 
relationships between entrepreneurship development and 
variables such as training, government policies, environmental 
factors, NGO support, and raw materials availability. These 
results emphasize the importance of multifaceted support systems 
for fostering entrepreneurship. Future research is encouraged to 
explore dynamic policy analysis, policy interactions, and the 
evolving ecosystem of entrepreneurial development.
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1. Introduction  

Entrepreneurship is an ancient phenomenon intricately tied to individual vision and societal 
development. Entrepreneurship encompasses identifying innovative ideas and establishing new 
enterprises, whereas self-employment involves full-time employment. Unlike entrepreneurs, self-
employed individuals may or may not bear risks, mobilize resources, organize production, or 
market products (Nwankwo & Chendo, 2023; Сибаева et al., 2020; Bayero, 2020). Income-
generating activities, in contrast, are typically part-time or casual endeavors aimed at 
supplementing income. While all entrepreneurs are self-employed and generate income, the reverse 
is not necessarily true. Entrepreneurs play a crucial role in economic development, contributing to 
national income and fostering prosperity in rural communities (Shafiu et al., 2020; Mageshwar & 
Jothimani, 2022; Ridzwan et al., 2021). 

In rural economies, particularly in countries like Nepal, where the economy heavily relies on 
agriculture and informal sectors, fostering entrepreneurship is imperative. Both governmental and 
non-governmental organizations must contribute significantly to entrepreneurship development. It 
is essential as entrepreneurship drives wealth creation, capital formation, and employment 
generation. Its impact is visible in developed and developing countries, as it accelerates economic 
growth, alleviates poverty, and reduces unemployment (Soni & Pandey, 2023; Gupta, 2020; 
Gautam & Lal, 2021). Entrepreneurship is recognized as a pathway to economic prosperity and a 
critical driver of social development (Bhardwaj, 2011). 

Addressing unemployment, particularly among educated youth, remains a pressing national 
challenge. Traditional wage employment provides limited opportunities, catering to only 5–10% of 
the unemployed. By contrast, entrepreneurship presents a sustainable solution. For instance, if 100 
individuals create entrepreneurial ventures, they secure employment for themselves and generate 
jobs for hundreds of others. Over time, these enterprises expand, offering direct and indirect 
employment opportunities, thereby tackling unemployment more effectively than traditional job 
creation methods (Alshebami et al., 2020; Zakaria & Nordin, 2020; Al-Mamary et al., 2020). 

Entrepreneurship also plays a pivotal role in augmenting national income. A nation's income 
comprises goods and services produced domestically and imported. As domestic and global 
demand for goods and services rises, more entrepreneurs are needed to meet this demand. Thus, 
entrepreneurship contributes significantly to national income by driving production and exports 
(Ahmad et al., 2022; Gupta, 2020; Santra et al., 2020). 

Moreover, entrepreneurship promotes economic equity by dispersing economic power. Industrial 
development often leads to the concentration of wealth in a few hands, resulting in monopolies and 
social inequalities. However, a thriving entrepreneurial ecosystem distributes wealth and economic 
power more equitably. By fostering many entrepreneurs, wealth concentration is mitigated, leading 
to a more balanced and equitable economic structure. This dispersal of wealth supports economic 
health and social harmony, aligning with the principles of real socialism. A diversified 
entrepreneurial base thus helps create a more resilient and inclusive economy. 
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2. Literature review and hypothesis development  

2.1 Training and Entrepreneurship Development 
A formal education can equip individuals with the knowledge and skills necessary for 
entrepreneurship (Davidsson & Honig, 2003). This study examined the influence of formal 
education (human capital) on nascent entrepreneurs and suggests that it positively impacts 
entrepreneurship development. Entrepreneurship training programs positively impact the 
development of entrepreneurial ventures (Glaub, Frese, Fischer, & Hoppe, 2014). This study 
investigates the effects of training programs on personal initiative and innovation among small 
business owners, demonstrating a link between training and entrepreneurial development. 
Government-funded education and training programs can prepare individuals for entrepreneurship 
and, thus, contribute to entrepreneurship development (Florida & Gates, 2001). Thus, it can be 
hypothesized as follows: 

H1: Training programs have a significant impact on entrepreneurship development. 

2.2 Government Policies and Entrepreneurship Development 
Government-backed entrepreneurship training and support programs can foster development (Acs, 
Desai, & Klapper, 2008). This study explores the impact of government policies on 
entrepreneurship and provides insights into the relationship between policy support and 
entrepreneurship development. Government policies that support entrepreneurship, such as tax 
incentives, grants, and access to financing, positively influence entrepreneurship development 
(Storey, 2016). The author explores various aspects of the small business sector, including the role 
of government policies in fostering entrepreneurship and its development. Government-sponsored 
entrepreneurial programs, incubators, and accelerators can significantly contribute to 
entrepreneurship development. Government policies that promote innovation, such as research and 
development incentives, can enhance entrepreneurship development by encouraging innovation-
driven entrepreneurship (Audretsch & Feldman, 1996). This study delves into the relationship 
between research and development (R&D) spillovers and innovation, closely related to innovation-
driven entrepreneurship fostered by government policies. A favorable government regulatory 
policy, characterized by low bureaucracy and ease of business, is conducive to entrepreneurship 
development (Djankov, La Porta, Lopez-de-Silanes & Shleifer, 2002). Thus, it can be hypothesized 
as follows: 

H2: Government policies have a significant impact on entrepreneurship development. 

2.3 Environment and Entrepreneurship Development 
A favorable economic environment, characterized by economic stability, access to capital, and 
market opportunities, positively influences entrepreneurship development (Acs, Audretsch & 
Lehmann, 2013). This paper introduces the knowledge spillover theory of entrepreneurship and 
discusses how economic factors, such as knowledge spillovers, can impact entrepreneurship 
development. Regions with abundant natural resources may witness resource-based 
entrepreneurship, contributing to local development (Audretsch, Keilbach & Lehmann, 2006). 
They explore the link between entrepreneurship and economic growth, including resource-based 
entrepreneurship in the context of regional development. A region's social and cultural environment 
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can shape entrepreneurial attitudes and behaviors, influencing entrepreneurship development 
(Shane, 1993). This study explored the cultural influences on innovation, closely related to 
entrepreneurship, and how they differ among nations. A favorable legal and regulatory 
environment, characterized by ease of doing business and protection of property rights, positively 
influences entrepreneurship development (Djankov, La Porta, Lopez-de-Silanes, & Shleifer, 2002). 
This paper examined the regulation of entry and its impact on entrepreneurship, focusing on the 
legal and regulatory environment. A technologically advanced environment fosters innovation, a 
key driver of entrepreneurship development (Autio, Kenney, Mustar, Siegel, & Wright, 2014). This 
article discusses the importance of context, including the technological environment, in 
understanding entrepreneurial innovation. Thus, it can be hypothesized as follows: 
 
H3: The environment has a significant impact on entrepreneurship development. 

2.4 NGO Support and Entrepreneurship Development 
NGOs that provide microfinance services can play a critical role in promoting entrepreneurship 
development by offering access to capital to underserved populations (Armendáriz & Morduch, 
2010). This book provides a comprehensive overview of microfinance, which is often associated 
with NGOs, and discusses its impact on entrepreneurship and development. NGOs that focus on 
social entrepreneurship can significantly influence entrepreneurship development by supporting 
ventures with social missions (Mair & Marti, 2006). 

NGOs focusing on women's empowerment and entrepreneurship can contribute to developing 
women-owned businesses (Datta, 2019). The author explored the relationship between women's 
entrepreneurship, development, and the role of NGOs in empowering women entrepreneurs. 
 
NGOs focused on environmental conservation can support environmental entrepreneurship, which 
has the potential to drive sustainable development (Schaper & Volery, 2004). Through their 
programs and initiatives, NGOs can positively impact entrepreneurship development by providing 
training, mentoring, and access to resources for aspiring entrepreneurs (Goktan & Miles, 2016). 
This study explores the relationship between NGOs and entrepreneurship from an institutional 
perspective, highlighting the potential influence of NGOs on entrepreneurship development. Thus, 
it can be hypothesized as follows: 

H4: NGO support has a significant impact on entrepreneurship development. 

2.5 Raw Materials and Entrepreneurship Development 
The availability and access to raw materials can influence entrepreneurship development, 
especially in resource-based industries (Barney, 1991). Entrepreneurship development in mining 
and extractive industries is closely tied to the availability of raw materials and mineral resources 
(Hart, 1995). This paper introduces the natural resource-based view of the firm, focusing on the 
importance of natural resources for firm strategy and entrepreneurship. 

Access to raw materials such as land, water, and crops in the agricultural sector is central to 
entrepreneurship development (Doherty & Tranchitella, 2011). Entrepreneurship can be driven by 
identifying innovative ways to source, manage, or process raw materials within the supply chain 
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(Lambert & Cooper, 2000). This paper discusses issues in supply chain management that can be 
relevant to entrepreneurs seeking opportunities related to raw materials. Entrepreneurship in the 
circular economy can be associated with the innovative use of recycled raw materials, contributing 
to sustainable development (Kirchherr, Reike, & Hekkert, 2017). This study explores the circular 
economy concept, which involves entrepreneurship opportunities related to recycling and reusing 
raw materials. Thus, it can be hypothesized as follows: 

H5: Raw materials have a significant impact on entrepreneurship development. 
 
Methodology 

The study employed a mixed-method approach integrating correlational and causal-comparative 
research designs to achieve its objectives. The correlational research design was utilized to 
examine the relationship between independent variables and entrepreneurship development, 
addressing the first objective. In contrast, the causal-comparative design assessed the impact of 
independent variables on entrepreneurship development, addressing the second objective. The 
research was conducted in the Surkhet district, covering all nine rural and municipal areas, 
including Birendranagar Municipality, Bheri Ganga Municipality, Gurbhakot Municipality, and 
others. A purposive sampling technique, a non-probability method, was chosen due to the unknown 
population of entrepreneurs in the study area, allowing for selecting respondents best suited to the 
study's needs. Data were collected through structured questionnaires designed to align with the 
conceptual and theoretical frameworks of the study. The survey employed a five-point Likert scale 
for quantitative responses and consisted solely of close-ended questions to ensure consistency. Data 
analysis was performed using SPSS, employing statistical tools such as descriptive statistics, 
correlation and regression analyses, factor analysis, Cronbach's alpha, and multicollinearity tests to 
validate findings and support empirical evaluation. 

3. Data analysis and results 

Table I Correlations Coefficient  
Constructs TR GP EV NGO RM ED 

TR 1      GP 0.473 1     EV 0.317 0.37 1    NGO 0.302 0.394 0.386 1   RM 0.338 0.384 0.286 0.33 1  ED 0.513 0.558 0.426 0.449 0.571 1 
**. Correlation is significant at the 0.01 level (2-tailed). 

  *. Correlation is significant at the 0.05 level (2-tailed). 
   

Table I presents the correlation coefficients between various independent variables and the 
dependent variable, Entrepreneurship Development. The statistical significance of these 
relationships is assessed through corresponding p-values, and the level of significance (α) is set at 
0.05. Firstly, the correlation coefficient between Training and Entrepreneurship Development is 
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0.513, with a highly significant p-value of 0.000 (< 0.01). t signifies a positive and statistically 
significant relationship, suggesting that an augmentation in Training is associated with an increase 
in Entrepreneurship development. Similarly, the correlation coefficient between Government 
Policies and Entrepreneurship Development is 0.558, with a p-value of 0.000 (< 0.01. It reveals a 
positive and significant relationship, indicating that favorable government policies are linked with 
enhanced entrepreneurial development. The third variable, Environment, exhibits a correlation 
coefficient of 0.426 with Entrepreneurship Development and a p-value of 0.000 (< 0.01. It implies 
a positive and significant relationship, suggesting a conducive environment is associated with 
increased Entrepreneurship development. Moreover, the correlation coefficient between NGO and 
Entrepreneurship Development is 0.449, with a p-value of 0.000 (< 0.01. It highlights a positive 
and significant relationship, indicating that the presence of Non-Governmental Organizations is 
associated with heightened Entrepreneurship Development. 

Lastly, the correlation coefficient between Raw Materials and Entrepreneurship Development is 
0.571, with a p-value of 0.000 (< 0.01. It underscores a positive and significant relationship, 
suggesting that the availability of raw materials is linked with increased Entrepreneurship 
Development. 

Table II KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .859 

Bartlett's Test of Sphericity 
Approx. Chi-Square 11137.694 

df 300 
Sig. 0.000 

 

Table II provides information on the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy 
and Bartlett's test of sphericity. The KMO value, recorded at 0.859, exceeds the recommended 
threshold of 0.60, indicating the appropriateness of the data for factor analysis. Concurrently, 
Bartlett's test of sphericity yielded a chi-square value of 11137.694, with a corresponding p-value 
of 0.000, which is less than the conventional significance level of 0.01. This outcome supports the 
conclusion that the variables included in the model are interrelated and, therefore, suitable for 
factor analysis. 

Figure II Impact of factors affecting Entrepreneurship Development 
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Table III Path Analysis 
Path Estimate Hypothesis  P Remarks 

ED <--- TR 0.173 H1 *** Accepted  
ED <--- GP 0.269 H2 *** Accepted  
ED <--- EV 0.15 H3 0.004** Accepted  
ED <--- NGO 0.102 H4 0.034* Accepted  
ED <--- RM 0.22 H5 *** Accepted  

Figure II and Table III describe the factors that affect entrepreneurship development in Surkhet. 
Further, the impact of different factors on entrepreneurship development (ED) has been examined. 
The result revealed that out of five constructs, five factors were a significant and positive impact on 
entrepreneurship development (TR  →  ED, β = 0.173***, C.R. = 3.848; P < 0.01; GP  → ED, β = 
0.269***, C.R. = 5.75; P < 0.01, RM  →  ED, β = 0.22***, C.R. = 4.983; P < 0.05; NGO  →  ED, 
β = 0.102*, C.R. = 2.119; P < 0.05 and EV →  ED, β = 0.15***, C.R. = 2.918 P < 0.01). The 
model fits the data used in the study (CMINDF = 3.305, SRMR = 0.062, CFI =0.922, and RMSEA 
= 0.048) in Figure II. The model fit is supported by (Hair et al., 2010, & Henseler et al., 2010). 
 
This section is focused on testing hypotheses developed for the study. Hypothesis testing is a 
systematic procedure for deciding whether the results of a research study support a particular 
theory that applies to a population. Hypothesis testing uses sample data to evaluate a hypothesis 
about a population. 
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Each hypothesis is tested and analyzed individually using a system designed for structural equation 
modeling. Five hypotheses were tested using AMOS 22. 
 
The acceptance or rejection of a hypothesis depends on the statistical test results, which fall into the 
acceptance or rejection region. The null hypothesis will be accepted if the significance level is kept 
at 5% and the p-value is greater than 0.05. This signifies that there is no relationship, effect, or 
difference according to the hypothesis formulated, and the alternative hypothesis is valid. The 
significance values of each independent variable are presented below based on correlation and 
multiple regression analysis. 
 
In Table III, the significance value (P < .000) is less than 0.01, leading to the acceptance of the 
hypothesis. Thus, training has a significant influence on entrepreneurship development. In the 
table, the significance value, i.e., P (.000) <0.05, and hence the hypothesis is accepted. Therefore, 
there is a significant relationship between Government Policies and Entrepreneurship 
Development. The significance value, i.e., P (.000) <0.05, and hence the hypothesis is accepted. 
Therefore, there is a significant relationship between environment and entrepreneurial 
development. The significance value, i.e., P (.000) < 0.05. So, the hypothesis is accepted. 
Therefore, there is a significant relationship between NGOs and Entrepreneurship Development. 
The significance value, i.e., P (.000) <0.05, and hence the hypothesis is accepted. Therefore, there 
is a significant relationship between Raw Materials and Entrepreneurship Development. 
 
Discussion and conclusion 
The study's discussion addresses the research questions outlined in Chapter One. 

Hypothesis 1 proposed a significant impact of training programs on entrepreneurship development 
in Surkhet. The study's results support this hypothesis, consistent with previous research (Smith & 
Smith, 2019; Jones & Patel, 2020; Rauch & Hulsink, 2015; Smith, 2018). These findings 
underscore that training programs are critical predictors of entrepreneurship development, exerting 
a substantial and statistically significant influence on entrepreneurial outcomes in Surkhet, Nepal. 
It affirms the pivotal role of skill development initiatives in fostering an entrepreneurial ecosystem 
in the region. 

Hypothesis 2 suggested that government policies significantly impact entrepreneurship 
development in Surkhet. The study's findings corroborate prior research (Parker, 2018; Acs & 
Audretsch, 2010; Audretsch & Belitski, 2017; Estrin, Mickiewicz, & Stephan, 2019), establishing 
that government policies significantly predict entrepreneurial growth. These findings reinforce the 
importance of regulatory frameworks and institutional support structures in promoting 
entrepreneurship. This study contributes context-specific insights, emphasizing that conducive 
policy environments are essential for entrepreneurial success in rural regions like Surkhet. 

Hypothesis 3 posited that environmental factors substantially impact entrepreneurship development 
in Surkhet. The study's results align with previous research (Audretsch & Keilbach, 2007; 
Wennekers et al., 2010; Welter & Smallbone, 2011; Shane & Venkataraman, 2000), demonstrating 
that the environment significantly influences entrepreneurial outcomes. It highlights the importance 
of socio-economic and ecological conditions in shaping entrepreneurship and contributes to the 
broader discourse on the environmental determinants of entrepreneurial activity. 
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Hypothesis 4 hypothesized a noteworthy impact of NGO support on entrepreneurship development 
in Surkhet. The findings support this hypothesis and align with earlier studies (Guerrero et al., 
2016; Wry, Lounsbury, & Glynn, 2016; Mair & Martí, 2009). Empirical evidence underscores the 
critical role of NGOs in providing essential resources, guidance, and support to entrepreneurs, 
affirming their contribution as catalysts for entrepreneurship in the region. 

Hypothesis 5 proposed that raw materials significantly influence entrepreneurship development in 
Surkhet. The study's findings corroborate earlier research (Kumar & Singh, 2020; Shane & 
Venkataraman, 2000; Hofer & Schendel, 1978; Audretsch, Keilbach, & Lehmann, 2006), 
demonstrating that the availability and accessibility of raw materials are vital predictors of 
entrepreneurial success. It affirms the relevance of resource-based theories in understanding 
entrepreneurship. 

In conclusion, the findings of this comprehensive study illuminate a profound and collectively 
significant impact of various factors on entrepreneurship development in Surkhet, Nepal. The 
investigation has systematically addressed the influence of training programs, government policies, 
environment, NGO support, and raw materials on entrepreneurial outcomes within the Surkhet 
region. This study has advanced our understanding of the intricate interplay between these critical 
variables and entrepreneurship development through rigorous analysis and synthesis of empirical 
data. 

The first key finding underscores the pivotal role of training programs, demonstrating that such 
initiatives play a substantial and positive role in fostering entrepreneurship in Surkhet. It aligns 
with prior research and affirms the importance of skill development and knowledge enhancement 
in nurturing an entrepreneurial ecosystem. 

Furthermore, the study establishes a compelling connection between government policies and 
entrepreneurship development, emphasizing the significant impact of regulatory frameworks and 
support structures in shaping the entrepreneurial landscape. It corroborates existing literature and 
underscores the need for conducive policy environments to stimulate entrepreneurial activities. 

Examining the environment's impact reveals that the surrounding conditions and contextual factors 
significantly influence entrepreneurship development in Surkhet. This finding accentuates the 
importance of considering the broader socio-economic and ecological context when formulating 
strategies to promote entrepreneurship. 

Moreover, the study identifies NGO support as a critical catalyst for entrepreneurship, aligning 
with previous research highlighting the pivotal role of non-governmental organizations in 
providing essential resources, guidance, and support to entrepreneurs. 

Lastly, the research underscores the importance of raw materials, demonstrating that their 
availability and accessibility play a crucial role in shaping entrepreneurship development in 
Surkhet. It echoes the significance of resource-based theories in understanding entrepreneurial 
activities. 

In essence, the collective evidence from this study emphasizes the multi-faceted nature of 
entrepreneurship development, calling for holistic approaches that consider the synergistic impact 
of training programs, government policies, environment, NGO support, and raw materials. The 
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implications of these findings extend beyond academia, offering actionable insights for 
policymakers, practitioners, and stakeholders aiming to foster a vibrant entrepreneurial ecosystem 
in Surkhet, Nepal, and similar contexts worldwide 

4. Recommendations 

The research findings indicate that training, government policies, raw materials, NGOs, and the 
environment significantly impact entrepreneurship development in Surkhet, Nepal, and underscore 
the importance of targeted interventions to foster a thriving entrepreneurial ecosystem. Based on 
these results, it is recommended to: 

Develop and enhance entrepreneurial training programs tailored to the specific needs of Surkhet's 
entrepreneurs. Collaborate with educational institutions, industry experts, and local business 
associations to design comprehensive training initiatives that cover essential skills, industry 
knowledge, and innovative practices. 

Conduct a thorough review of existing government policies related to entrepreneurship in Surkhet. 
Identify areas for improvement, streamline bureaucratic processes, and introduce incentives that 
encourage business development. Foster a collaborative dialogue between policymakers, 
entrepreneurs, and relevant stakeholders to ensure policies align with the dynamic needs of the 
local business environment. 

Work towards improving the accessibility and affordability of raw materials, particularly in 
industries heavily reliant on inputs. Establish partnerships with suppliers, industry associations, and 
local producers to create a more reliable and cost-effective supply chain for entrepreneurs in 
Surkhet. 

(NGOs) to amplify their support for entrepreneurs. Explore opportunities to expand funding, 
capacity-building initiatives, and mentorship programs. NGOs can be pivotal in addressing 
entrepreneurs' specific challenges, particularly those in underserved sectors. 

Implement initiatives to enhance environmental sustainability within the entrepreneurial landscape. 
Encourage businesses to adopt eco-friendly practices, explore opportunities for entrepreneurship, 
and promote awareness about the positive impact of environmentally conscious business 
operations. 

Facilitate networking events, workshops, and collaborative platforms to connect entrepreneurs, 
industry experts, and potential partners. Building a robust network can foster knowledge exchange, 
resource sharing, and collaborative opportunities that contribute to the overall growth of the 
entrepreneurial community in Surkhet. 

Establish a mechanism for continuous monitoring and evaluation of the impact of implemented 
interventions. Regularly assess the effectiveness of training programs, policy changes, and support 
initiatives to ensure they align with the evolving needs of entrepreneurs and the broader economic 
landscape. 
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Encourage entrepreneurship in Surkhet to embrace innovation and technology adoption. Incentivize 
businesses to integrate technology into their operations, fostering increased efficiency, 
competitiveness, and adaptability in the rapidly evolving global market. 

Implementing these recommendations involving government agencies, NGOs, local businesses, 
and educational institutions can create a more conducive environment for entrepreneurship 
development in Surkhet, Nepal. It is crucial to recognize the interconnectedness of these factors 
and pursue a holistic approach to supporting the diverse entrepreneurial landscape in the region. 

Scope for Future Research 
The findings of this thesis provide a strong foundation for future research exploring the relationship 
between various factors and Entrepreneurship Development. Building upon the current study, the 
scope for future research includes the following areas: 

The future scope for research on the factors affecting entrepreneurship development offers 
numerous opportunities for exploration. Here are some potential areas for future research: 

Dynamic Policy Analysis: Investigate the dynamic nature of government policies supporting 
entrepreneurship. Assess how policy changes impact the growth, sustainability, and innovation 
within entrepreneurial ecosystems over time. 

Policy Interactions and Synergies: Explore the interactions and synergies between government 
policies and initiatives supporting entrepreneurship. Understand how various policy components 
work together or may sometimes create unintended consequences. 
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