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A Welcome Letter from the President of CAN-USA

By: Bineet Sharma
President CAN-USA

On behalf of the Computer Association of Nepal
— USA (CAN-USA), | would like to welcome
delegates, participants, and observers of
InfoTech2008. On this auspicious occasion, |
am delighted to present the first newsletter of
CAN-USA (www.can-usa.org).

Since its establishment in 1992, the Computer
Association of Nepal (CAN) has grown to be a
significant association impacting the
development of the Information and
Communication Technologies (ICT) sector in
Nepal. Now CAN is becoming international.
CAN-USA is proud to be associated with an
organization like CAN which has been
instrumental in ICT promotion, including but not
limited to: legislating ICT policy, promoting ICT
professionalism, show-casing ICT and the like in
Nepal and elsewhere.

CAN-USA was born on July 92007 on the
campus of the University of California at
Berkeley. The visit of CAN’s general secretary,
Mr. Rajan Raj Pant, to the Silicon Valley
presented a wonderful opportunity for NRN and
American ICT engineers to meet and establish
this organization. Since then CAN-USA has
officially become a non-profit US organization
which aims to promote professional development
of its members and the community at large in the
area of ICT. Itis comprised of members
representing different regions of the United
States. With its open membership policy CAN-
USA welcomes anyone who would like to
promote development of ICT sectors to join the

association and benefit from what it offers for its
members’ professional development.

In particular CAN-USA seeks to :

Explore different means of involving
Non-Resident Nepalis and others in the
development of Nepal. This could
include efforts to bring capital
investments to Nepali ICT sectors, and
being a partner in bringing educational
and other resources.

Encourage by providing a discussion
forum for ideas, innovations and
important questions including the
question of whether the “Indian” and
“Chinese” models of economic
development can be used to benefit
Nepal in the same way it benefits other
countries.

Be available to provide professional
advice in ICT sectors if desired by any
entities in Nepal.

Be a conduit for networking with other
Global Nepalis and other similar
international organizations.

Monitor the status and effectiveness of
large-scale multinational ICT
development projects.

Show-case the on- going advancement
of the Nepali ICT sector as well as
responsible public efforts while
seeking to engage American partners
through a yearly Nepal ICT
Development conference in the Silicon
Valley.



CAN-USA believes a key to the development of
Nepal's economy lies in the development of
industries based on ICT. Industries based on
ICT do not face the same traditional hurdles of
requiring huge capital, slow return on
investment, lack of physical infrastructures such
as roads, trains, cross-border red tapes, or old
aged trade and transit treaties faced by other
industries. The development in ICT sectors has
stimulated exponential growth in other industries
in many developing countries.

The challenges faced by Nepal as it is
sandwiched between two gianBuj Dhunga Ko
Tarul) can and should be converted to
opportunities for growth. There are significant
interests for making Nepal a conduit for trade
and transit between these two giants, one of
which is booming in service sectors and the other
in manufacturing.

Nepal has already made significant strides in
laying the foundation for ICT sector
development in the form of laying fiber optic
lines spanning east west and north south of its
borders and producing more than three thousand
well educated college graduates with four year
degrees in ICT related fields every year, and
establishing an ICT park. The ICT policy
endorsed by parliament is an example of the
great cooperation of private and public sectors
and has been well noticed by International
communities. Every year, the success of CAN
InfoTech is proof of ICT development in Nepal,
especially by private sectors.

Though the potential is clear, so are the
challenges. The Government of Nepal must
view ICT industries with the same importance as
it does other critical industries like tourism, and
hydroelectricity. It must also focus on areas of
internet security, copyright protection, fiscal

transparency, and further encourage partnerships
between private and public sectors.

For any sustainable change towards these goals,
it is necessary that not only the GON, but all
major political parties be committed to these
efforts.

One of the keys to stability and peace of any
democratic nation is economic growth and the
ICT sector in Nepal can be one of those leading
industries. This can be established and sustained
by Nepal's own resources. The future of ICT
development in Nepal is bright. CAN-USA is
ready and willing to help in any way we can.
Together we CAN develop!

Bineet Sharma
President CAN-USA
Pleasanton, CA
Bineet@gmail.com

CAN-USA in 2008 and the Need of Hour for Nepal's |IT

Industry
Suresh K. Regmi

Computer Association of Nepal (CAN) was
established in 1992 with the objective of ICT
Industry, ICT professionals and users coming
together in Nepal for the development of ICT
community as a whole. | still remember those

initial days of discussion among us, our true
spirit to make it a force which can move Nepal
ahead in the Zicentury. PCS was established
in 1988 and has been rigorously involved in
software development and ICT consultancy



works in Nepal and have completed a couple of
outsourced works from USA, Japan, Germany.
ITPF, a professional body of ICT professionals,
was formally established in 2000 under my
presidency with the goal of IT Led
Development of Nepal

CAN'’s motto had beefO PLACE NEPAL IN
THE GLOBAL IT MAP . Now, with the
establishment of CAN-USA, supported by many
NRN ICT professionals in the USA, | am
viewing a light at the end of the tunnel. | am
hopeful very much that CAN’s motto will be
realized in the near future with support also from
CAN-USA and similar organizations in other
countries. Basically it will provide impetus and
synergy in what we want bring in thdew
Nepal In Nepal, it is generally seen that we
listen more to our “gore” friends more than we
listen to ourselves even in our internal matters.
CAN-USA is a Non Resident Nepalese
organization in USA, and is closer to our “gore”
friends; hence let us assume that CAN-USA’s
voice will be heard more by Government of
Nepal (GON), Nepalese academia, our ICT
industry big heads and other ICT professionals in
the issues of ICT, if it can play its role.

Since 1971, Nepalese IT has come a long way
now. Computer/IT Policy has been an integral
part of country’s long term plans since the"VI
National Plan. IT Policy 2000 was appreciated
by public as a document but there has been great
lacking in its implementation. High Level
Commission for Information Technology
(HLCIT) is revising the IT Policy 2000 soon.
Vice Chairman of the commission is of the status
of State Minister and the Commission operates
under Prime Minister as Chairman. Due to
political instability, ICT has never been PM'’'s
focus at the moment. National IT Center (NITC)
has been established under development board
act under Ministry of Environment and Science
& Technology (MOEST) to implement
government ICT applications. MOEST is
directly responsible for the implementation of
Electronic Transaction & Digital Signature Act
& its regulations. Ministry of Information
Communications (MOIC) is responsible for
communications policy & infrastructure along
with Nepal Telecom Authority (NTA). Recently
GON has decided to execute Asian Development
Bank (ADB) project on e-governance
coordinated by Prime Minister's Office (PMO).
Thus there are too many GON players active for
the development of ICT and due to this reason as

well, it is not taking ahead properly. There seems
to be a clear need for restructuring/re-

engineering of the ICT organizations involved

with their clear role & goal.

Nepalese colleges under four universities of
Nepal have now the capacity of producing 5,000
ICT graduates per year. Not all graduates coming
out of the Universities received employment in
the beginning. This has already resulted in ICT
not being the % choice of an aspiring student
joining the university. In Nepal, human resource,
the basic raw material for the ICT industry; can
be found in abundance. Issues regarding quality,
standards & certifications need to be taken ahead

properly.

After the slowed down development of
communications  infrastructure  during the
Maoist’'s uprising period, the situation has
changed already after the war has ended with a
peace agreement. Within 2009, all VDC’s will
have some form of voice as well data
communication links. More than 200 tele-centers
are already established all around the country by
different agencies including GON.

Nepal should now be able to grab benefits of our
two giant neighbors India (S/W & Service
Industry) and China (H/W industry). Actually if
peace & stability returns in a more assuring way,
the spillway effect of ICT industry from India &
China is going to overwhelm Nepal in near
future. Even in these difficult times, there has
been tremendous growth of outsourcing ICT
industry in very informal way. GON may not
even know if such things are being carried by our
Nepalese companies. At present, there are no
motivating factors provided by GON for foreign
investments to come to Nepal as compared to our
neighbors. Our tax laws are very stringent and do
not lure even NRN investors to come to Nepal.
Our rules & regulations do not incubate and
promote industry as egg laying hens on a regular
basis rather it tries to get eggs by killing it
altogether.

With the support from CAN-USA and other
organizations like this abroad, it will be easy to
walk in the path of our neighbors aiding to our
frail economy at the moment. CAN-USA can be
our ICT ambassador to North America. So far,
there has been minimal investment made by our
fellow Nepalese abroad in the ICT sector, even
less than foreign investments especially from



Europe, Japan and USA. CAN-USA should be
able to convince our NRN community to invest
in ICT sector in Nepal in future. Some of the
activities that we can take forward with CAN
USA are: 1) Organizing solo Nepali ICT Marts
abroad and participating in COMDEX like
exhibitions 2) Organizing ICT Mart in Nepal
inviting CEOs of selected ICT and other MNCs
abroad 3) Helping ICT skill transfer to
professionals in Nepalese ICT companies by

spending one more week with them when
members of CAN-USA are in Nepal 4) Working
as a bridge between USA and Nepalese ICT
companies, and 5) Suggesting GON on what
they want from Nepal to increase their stake in
Nepalese ICT etc.

| imagine CAN-USA is just a beginning now but
it will definitely take Nepalese ICT Industry in
the right direction in the near futuréd/e will be
prosperous Nepal in the years to come

(Mr. Suresh Regmi is Immediate Past President,rbfeBsional Forum (ITPF) Past General Secretary,
Computer Association of Nepal, (CAN Managing DivecProfessional Computer System P. Ltd. (PCS).
View expressed here are his own and do no neclssapress the view of CAN-USA. He can be reached
at kregmi@pcs.com.np , URL: http://www.pcs.com.np)

WHY INVESTMENT IN ICT SECTOR IS SO IMPORTANT?
by: Biswo Poudel

Information and communication technology
(ICT) can affect a nation’s economy in two main
ways: one is via its effect in the manufacturing
sector where application of ICT leads to the
improvement in the quality of the products, and
thus increases the overall competitiveness of the
manufacturing sector; another is via its effect on
service sector. Application of ICT in service
sector increases reliability and efficiency of the
workforce. Furthermore, as firms invest in
service sector, new employment opportunities
are created, and the investment itself becomes a
stimulus for the overall growth.

Despite these arguments, the question of whether
a resource constrained country should invest in
information and communication technology

(ICT) sector is not easy to answer. There are
evidences of the improvement of productivity in
manufacturing sector due to the application of
ICT (Bartel et al (2007)), and some researchers
have partially credited the investment on ICT
sector by East Asian countries as a driving force
behind their rapid economic growth (Ranis
(1990)). Some authors also argue that the
economic progress of some countries was
hindered by their policies that actually restricted
the import of advanced technologies from abroad
(Dahliman et al (1990)). On the other hand, some
other economists have argued that the impact of
ICT sector on productivity gain is minimal, this
result is often known as “the productivity
paradox”. The key results of these productivity
paradox researches is that despite the rapid
improvement in price performance ratio of

computers and heavy investment in ICT,
productivity gain has been limited (Baily(1986),
Baily and Grodon(1988)).

Ever since Romer (1986)’s classic work on
endogenous growth has been published,
economists have tried to disentangle different
elements that cause the economic growth. The
technical growth in Solow’s earlier model was an
exogenous factor affecting economic growth,
while latter economists have used technical
growth as an endogenous factor affecting the
growth. A survey by Grossman and Helpman
(1994) provides a broad overview of existing
papers, and their classification in terms of their
results. This paper extends these studies by
looking at the contribution of information and
communication technology(ICT) sector in
growth by taking firm’s decision to invest in ICT
sector as endogenous.

As mentioned already, some researchers point
towards the less increase in productivity in
service sector, and significant increase in
productivity of manufacturing sector (Bartel et
al(2007)) while analyzing the effect of ICT. This
may also imply that for a country like Nepal,
where manufacturing sector is a tiny fraction of
overall economy, the role of information
technology could be ignorable. Furthermore,
authors such as Roller and Waverman (2001)
have argued that to realize the potential of ICT
sector in which network externality is present, it
is important for countries to extend the reach of
IT to a critical point to take the benefit of



network externality fully. This means a country
like Nepal has to either wait for several years to
fully realize the potential of ICT, or be
aggressive in pushing ICT.

We use the variation in the price of internet in
Nepal over last decades to investigate the issue
of the effect of cheaper communication on the
overall economy. The goal of this paper is two
fold: (i) to examine the correlation between the
reduction in basic costs in ICT industry and the
growth of the ICT industry and (ii) to examine
the impact of the growth of ICT sector in overall
output of an economy. The chain of arguments
presented in this paper are basically as follofvs: i
a cost function of service providers is composed
of two parts, licensing fee and nonlicense fee,
and if license fee is decreased, then, provided
that some regularity conditions on the market are
satisfied, the penetration of service increases
because of reduced cost to consumers. We
should then expect result similar to the result of
Roller and Waverman (2001) in the context of
telecommunication sector to claim that once the
penetration rate is increased, there likely exsts
significant positive causal link between
penetration and overall economic growth.

2. Theoretical Model

Let C(q) be the total variable cost of a firm to
provide q units of traffic. Note that we have used
highly abstract terms to denote the traffic here,
but it could also be understood as some kind of
weighted average of communication flow
between different locations. This cost includes
the part which the firm can control by
streamlining its operation, and the part which is
beyond its control, such as the charge it must pay
to international service providers for using their
service. Suppose, the firm must pay(kcense

fee) before it starts its operation. All firms g
model are identical in their cost structure, and
firms enter the market as long as there is positive
profit to be made. Hence in equilibrium, profit,

P, must equal to zero. Hence in equilibrium the
following must be true:

C(q)

. Fo+
Firm's Average cost, AC(q)=
q

p=pqg- TC(q), where p is price per unit of
traffic, and TC(q) is firm’s total cost.
Imposing the zero profit condition gives

F +C 1
p:L—(q) . Hence,E =—>0.The

q fF. g

implication of this result is that if we reduce, F
as long as the market is not monopolistic, the

price charged to the customers is reduced in
equilibrium. If the demand curve is downward
sloping, this implies the higher purchase of the
service and in our case , a higher adoption of ICT
service in the country. Figure 1 below shows it
schematically. As fixed cost goes down, so does
Average cost curve, and hence the quantity of
service demanded increases. Assuming that
higher adoption of ICT is equivalent to the
increase in labor (i.e. technology is labor saving)
either because of efficiency or because of saved
time, and assuming that the country’s GDP is
calculated using a standard production function,
F(K, L), where F is increasing concave function
in both K and L with the property that

TF(K,L)
TKIL

the cost of ICT technology should lead to the
higher GDP.

>0, we can expect that reduction in

AC (before)

AC(after)

| | Demand Curv

Fixed cost (before)

Fixed cost (afte
- Q

(Figure 1: impact of reduction in fixed cost)

3. Lesson for Policymakers

A detailed version of this paper is to be presented
in CAN Infotech in Jan , 2007. Our result shows
a positive causal link between the reduction in
the cost of communication and growth of the
economy, when using data from selected
districts. This provides an incentive for the
government to reevaluate its policies such as
imposing a high licensing fee, or creating a
barrier for import and export of equipments that
facilitate communication. Our result also shows
that the policymakers need to promote
competitive market to realize the full benefits
from investing in ICT sector.

References:
Please see CAN-USA website for listing of
references. www.can-usa.org

(Biswo Poudel is Ph. D. candidate at UC
Berkeley of California and a CAN-USA
executive member. He can be reached at
bpoudel@berkeley.edu)



World-Class Electronics Manufacturing in Nepal???

ABSOLUTELY!!
Nepal Bayern Electric Shares the Secrets of its Scess

When Policy makers and other interested partiedktbf ICT development issues in Nepal it is almost
exclusively with the Indian model of electronic\gees and call centers. They rarely think of Negmh
location to replicate the Chinese manufacturing ehoVhen NRN yuppies zoom through Silicon Valley
freeways in their BMWs they most likely don’t kndhat their very car, and every other BMW in the
world contains an electronic component manufactimd®htan. Large-scale high quality electronics
manufacturing is not just a possibility in Nepat bueality that has been routinely demonstratedriany
years by Nepal Bayern Electric (NBE) http://nbe.cgphi. Mr. Lochan Gyawali, owner of NBE, granted
CAN-USA this interview in which he shares his expeces.

CAN-USA:

Can you briefly describe your business? What
do you do, how many employees do you

have and what is your peak manufacturing
volume? How long have you

been in operation?

GYAWALI:

NEPAL BAYERN ELECTRIC (NBE) is a 500
person contract manufacturer of electronic
components for some big electronics and
component companies based in developed
countries. On 16 May 1993 we started operation
in a small garage like set-up in a small, old and
disused rented building with 16 employees. In
the peak of our production in 2002 we were
manufacturing more than 250,000 pieces of
double aperture balun transformers per week. |
believe that is something of a world record for
baluns making is the biggest balun manufacturer
in the world at the time.

CAN-USA:

You are a world-class manufacturing facility

with TQM processes superior to some companies
even in the Silicon Valley. How have you been
able to manage this in Nepal?

GYAWALI:

Given the right sort of political and economic
environment it is not impossible to establish
something that is world class here in Nepal. An
example of this is Til Ganga Eye Hospital in
Kathmandu where they manufacture world class
intra ocular lens. If the environment is positive
and there is a willingness in the organization
coupled with support by way for training and
general direction on good business practices it
can be done. In the early to mid 1990's both in

the case of Til Ganga and our own case |
suppose it was a combination of all of the above.

CAN-USA:
What other services can you provide?

GYAWALI:

We are a one trick pony concentrating on what
we do well. That is manufacture components for
our world class customers. We do not do design.
We just do what our customers tell us to do. Like
manufacturing baluns or other transformers and
PCB assemblies.

CAN-USA:

In the United States, when most people think of
contract electronics manufacturing, they usually
think of China, Malaysia, or Hong Kong, nobody
thinks of Nepal. How have you been able to
successfully compete against these Asian
powerhouses for so long?

GYAWALI:

It is difficult and a daily struggle as the poldic
environment in Nepal has not been the best in
the world. | suppose we could have been in a
better situation if the governance was better.

As | mentioned, we are a one trick pony
concentrating on what we do well. So we have a
lot of institutional knowledge in the things that
we do. That has helped. For example some of
our customers who moved certain lines of
production to China returned back to us because
we were better or cheaper or both.

Also the fact that in electronic components there
are lots of processes that require manual work
means that Nepal is well positioned to take



advantage of this. Although our productivity
probably could not compare with Chinese labour
we are far cheaper than them. Somehow our
operators all of whom are girls seem to excel in
work that require dexterity. Nepali girls are
really good for small, complicated work

requiring dexterity. Perhaps it is because of our
mental make up and our small physique and
small hands and fingers. So that has helped too.

Our engineers and supervisors are keen to learn
and do their best. They do not have "not invented
here" attitude. That has been a tremendous help
in fighting competition.

The result of all the effort has been that we have
been able to provide consistently good products
at the right prices and on time delivery week

after week for the last 14 years. So our customers
have generally stayed with us.

GYAWALI:

What do you think Nepal as a whole can offer as
a manufacturing destination that these other
countries and emerging nations like Viet Nam
cannot?

GYAWALI:

The fact that we are at the bottom of the
technological and economic ladder means that
we are more eager to do and please our
customers. The threat level is more for us than
Chinese or Vietnamese who have a lot of

other options. We do not have much options
here in Nepal. So we had better perform. This
sort of anxiety means that everyone always tries
to do his or her best. So in that respect we have a
good psychological advantage.

Like | mentioned earlier, the productivity may or
may not be as good as China (unfortunately we
do not know) but our labour costs are definitely
lower so we have a good chance especially in the
electronic components business.

Most of the electronic components fly in and fly
out which means that we are not disadvantaged
by having to go through an inefficient and costly
port like Kolkata, formerly Calcutta. What we
export today can be at the customer's warehouse
tomorrow.

Finally and perhaps one of the most important
things that our customers have told us is that
they do not feel any threat from Nepal. They are

pretty certain that Nepal is not going to be an
economic super power or a

technological powerhouse. So they are confident
that we will not try to

duplicate their products and flood their
customers or home base with cheap

but well made copy cat products. However that is
not the case with China,

India or Vietnam. Those countries are a major
threat to the engineering

companies in developed countries. So the
comfort level is very high for

them in Nepal than the countries mentioned
above.

CAN-USA:

Many times when ICT policy makers discuss
development in Nepal they principally think of
software, services, communications
infrastructure, etc. Is it a mistake to exclude
electronics hardware manufacturing from
this discussion? Can Nepal seriously compete
with the world in electronics manufacturing?
What can Nepal gain from electronics
manufacturing that software and
services cannot provide?

GYAWALI:

It is not a bright idea to think that we in Nepal

will do very well in the software and services

side of ICT and think of and concentrate on that
aspect of ICT only. Naturally this proclivity
towards only this facet of ICT will translate into
us trying to attract investment from abroad in

that sector at the expense of manufacturing. That
is a mistake.

We are trying to follow the Indian model
whereas we should be following the Chinese
model. In my opinion the Chinese have got it
right. They concentrated in manufacturing rather
than software which has the greatest

potential for creating the right sort of jobs. We
need to get as many people off unemployment in
the shortest possible time. In Nepal | do not
believe software side of things can achieve that.
This does not mean that we should ignore
software side either!

For sure some well educated people will be
employed but the majority of our employable
people are not the well educated fluent English
speaking university graduates. Our education
system is broken and unable to produce a critical
mass of high quality students with high levels of
skills necessary for software. Moreover most of



our graduates will just not the cut the mustard in
software. It is going to take time because we
have to first fix the education.

On the other hand, in Nepal we have a huge mass
of school and intermediate college educated
people who could be easily deployed in
manufacturing. | believe that electronic
component manufacturing (and other
manufacturing activities) has that capability to
create the maximum of the type of jobs

that we need in Nepal today. Electronic
component manufacturing needs a few very well
trained and qualified engineers and a few more
well educated and trained supervisors with
engineering diplomas on the shop floor. The
operators need be only high school graduate in
most cases.

Actually if we got our act together there is no
reason why Nepal cannot become the world's
hub for electronic component manufacturing.

Although one swallow does not a spring make,
our case has in a way proven that electronic
manufacturing can be done competitively in
Nepal and is economically viable here. | would
even go as far as to say that it is a much better
option for Nepal than say garments where we
really have a disadvantage as we have to go via
India for exports. In manufacturing we
completely over-fly India both figuratively and
literally.

Software has this very sexy image which attracts
a lot of people and attention but if our policy
makers and businessmen have this dandy wet
dream of software led high tech growth at the
expense of the down to earth brass tack
electronic component manufacturing then we are
in for a big let down. That is not to say that we
should not attempt software and ICT

services. It will be wrong to ignore it completely
just as it has been wrong till now to have ignored
electronics manufacturing.

CAN-USA:

There are many challenges when doing business
in Nepal. Are there any policy changes you
would like to see that would help the electronics
manufacturing industry in Nepal?

GYAWALI:
We would like to see labour law reformed
positively and made much more flexible than

now. Electronic manufacturing is a lot about
flexibility and discipline and if we have rigid
labour law that is not flexible and breaks

down discipline then we cannot hope to do
anything here in Nepal. Although this is true for
most industry it is even more true for electronic
component manufacturing.

CAN-USA:

If | am someone who would like to establish an
electronics manufacturing business in Nepal
what advice would you give me?

GYAWALI:
As Nike would say it, "Just Do It!".

Of course you must take your time to investigate,
do your homework and do the background
checks. However at the end of the day if you
wait for everything to be just right and peachy
then you will never get off the ground. The thing
about Nepal, unlike India, is that it is a small
place which enables you to talk right to the
ministers and top bureaucrats who can be made
to see the logical side of things. Rules can be and
have been changed without corruption. So don't
wait but prove yourself and have the

system changed.

Should someone be interested in Nepal in
electronic manufacturing we would

be more than happy to talk to them and help
them as far as possible.

CAN-USA:

The images shown by the American press about
the political events in Nepal show a great deal of
turmoil. However, despite many years of
political bickering, numerous government
changes, and countless bandhs, you have been
able to regularly ship reliable electronics
hardware to the outside world. How have

you been able to do this?

GYAWALI:

By being smart and having flexible production.
There is no other way. We are proud to say that
even during the height of various stoppages and
strikes some years ago there has never been a
line stop at any of our customer's factories. That
includes the likes of Honda Motors right there

in USA.



The other thing that you got to know is that
MSM (main stream media) revels in this sort of
situation making things worse than it actually is.
So perhaps it is time to take the reports with a
pinch of salt and start doing business and
manufacturing in Nepal.

CAN-USA:

If | am someone with manufacturing needs
reading this article, what should | know about
NBE?

GYAWALI:

We have been through highs and lows the
politics of Nepal and the global economy and
have survived severe and sustained competition
from China at the height of their
competitiveness. If we survived the Chinese and
the local and global ups and downs and yet were
able to retain some of the best names in the
world as our ultimate customers then perhaps
there is something right about us! You can also
check us out at http://nbe.com.np/

This is not to say that everything is honky dory.
We need a lot of training and skill transfers. We
need to build our capability. We can do a

lot more both in our company and the country by
way of improvement in thousands of ways.

We are at the bottom of the production ladder so
for very high skilled work we have a long way to
go. However we are hungry and we would like to
attempt even that if given an opportunity.

CAN-USA:
Is there anything else you'd like to say has not
yet been mentioned?

GYAWALI:

| would like to challenge the Nepalis living in
USA and other developed countries, especially
those in technology companies and having
technical skills to stop talking and bring in
manufacturing even if it is in a small

scale to Nepal. Stop being a NRN (Non
Resident Nepali) but become a Global Nepali
with manufacturing base right here in Nepal with
design, sales and marketing in USA and Europe
or Japan.

If those of us living in USA and Europe and
other technologically developed societies with all
the technical skills, knowledge base and
especially network and contacts cannot do it,
how in the world are we going to be the next
Taiwan or Japan of this world?

Our company may or may not exist in the

coming years but NBE is not just a
manufacturing company. IT IS AN IDEA. An

idea that world class electronic and other
manufacturing can be done in Nepal. It is an idea
that we can compete with the Indians and the
Chinese. It is an idea to start walking the talk
instead of just talking the talk.

It is up to us Nepalis and specially those in
technologically advanced countries to carry
forward this idea. Otherwise, shame on us.



With Customers in Boston and Engineers in
Kathmandu, D2Hawkeye’s Success
Embodies the Promise of ICT

An Interview with Dr. Rudra Pandey
Dr. Rudra Pandey is Co-Founder and Chief Techno@ifizer of D2Hawkeye, the largest software
company in Nepal. Before founding D2Hawkeye with Ohris Kryder, Pandey had vast experience in
data mining.In the early 2001 he helped his friends in Neptdldish an engineering firm called IT

Experts Group in Kathmandu which later merged WigtHawkeye to become D2HawkeyeServices.
D2HawkeyeServices is now widely utilized by manganizations around the United States as a solution
to solve complex data mining problems in the heedite industry. Pandey currently manages his basin
from both Boston and Kathmandu; he leads engingegsearch, development, and quality control. He wa
kind enough to share his success story with CAN-USA

CAN-USA:

Would you please describe your business to us,
in particular what you can share about your
business model and your customer base, the
number of employees you have etc.?

PANDEY:

(D2) is a healthcare technology company. We
are based in Boston with development offices in
Kathmandu and a satellite office in Delhi. We
have about 70 employees in our Boston and over
200 employees in our Kathmandu operation.

We provide sophisticated data analytics software
to the US healthcare market. Our products are
used to do risk profiling, reporting, data mining,
fraud detection and case and disease
management. In collaboration with experts at
Massachusetts Institute of Technology’s (MIT)
Operations department, we have developed
proprietary risk modeling algorithms to quantify
the medical risk of a human based on his or her
medical and pharmacy data. Our primary
customers are companies in the disease
management, broker, provider, stop loss
insurance sectors.

We also have a Technology Services division
that develops customized software solutions for
customers in the healthcare, financial services,
security and multimedia industries. Our products
are used by companies such as Bank of America,
PNC Bank and British Petroleum.
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CAN-USA:

Since you are based in the US you had the entire
world available to you, why did you select Nepal
for your software design needs?

PANDEY:

When we started our company in 2001, we
selected Nepal for the many opportunities that
we found in this market. It was a neo-emerging
market with some of the same advantages that
the Indian market had but without its
disadvantages. Thousands of very talented
engineering students were graduating every year
hungry for opportunities. When we tested the
work of some of these engineers, we found them
to be of very high quality. The cost of doing
business in Nepal was a big attraction to an
entrepreneurial startup like ours. Moreover, | am
a Nepali and have deep connections in the
country. For these reasons, we selected Nepal.

Over the last few years, our Nepal operation has
significantly grown and we look forward to
growing it even further in the days ahead.

CAN-USA:

What are the most significant challenges you
faced in starting and then running your business
in Nepal?

PANDEY:

While the work ethics of Nepali engineers was
high, managing the infrastructure and political
uncertainty was a challenge. Reliable electricity
and internet would have been a big plus.
Moreover, coordinating work during the bands in
the early 2000 and the coup in February 2005



was difficult. Despite this, we addressed these
challenges using creative management styles.

CAN-USA:

Building a successful business in Nepal's unique
business environment can be very challenging.
Did you begin your venture alone or with a
partner?

PANDEY:

| partnered with Chris Kryder, M.D., to start this
venture. Chris is a physician who saw a huge
opportunity to develop an advanced medical data
mining product to address the challenges that the
US healthcare industry faced. | was an expert in
developing enterpise database products. Chris
brought his industry knowledge and | brought

my technology experience to start D2Hawkeye.

CAN-USA:

What is your secret of attracting and retaining
such a talent pool to run your company so
successfully?

PANDEY:

We provide very engaging work and an attractive
work environment for our employees. For these
reasons, we attract the creme engineers in Nepal.
Using the latest J2EE, Microsoft .Net, C++,
Oracle, Microsoft SQL, PHP and other
technologies, our engineers develop enterprise
software products for Fortune 500 companies.
The technical knowledge that our engineers gain
in the process is comparable, if not better, tb tha
engineers at large software companies such as
Microsoft or Oracle gain.

We offer career growth opportunities in
technology, project management and other areas
to our engineers. Our senior employees visit and
transfer our corporate headquarters in Boston or
our client’s offices throughout the US for

training and on-site work. We also offer
educational support to our top employees to
pursue graduate studies. On the side, we
regularly organize fun filled cultural and social
programs to create a “work hard play right”
environment.

CAN-USA:

How would you rate Nepal's present ICT
infrastructure as it relates to your company's
needs and competitiveness? Specifically, how
would you rate its capacity, reliability and
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cost? What if any actions do you think Nepal
should consider as it relates to its ICT
infrastructure?

PANDEY:

| believe that Nepal’s infrastructure must be
improved to encourage more global technology
companies to be based here. While bringing fiber
optic to Kathmandu is a landmark step, internet
must be made reliable, accessible and affordable
to the masses. This will empower any Nepali to
capitalize on the wealth of knowledge available
in the internet.

| will emphasize the importance of reliable and
affordable internet and electricity to a company
like ours. These would be the two areas that ICT
can focus on.

CAN-USA:

The recent political instability in Nepal has
received considerable attention in the US press.
Have recent political events had an impact on
your business? How have your American
customers reacted to the recent political turmoil
in Nepal?

PANDEY:

We have been questioned by our customers
about the impact of the political instability on
our operations.

To alleviate our customers’ concerns, we
established a satellite office in Delhi in 2005 for
business continuity and disaster recovery. This
has allowed us to manage our operations from
Delhi during political instability in Kathmandu.

CAN-USA:

Do you have any immediate concern or request
with GON to implement which would help
entrepreneurs like you to expand their business
or start a new business?

PANDEY:

We need three things: 1. stability, 2. stability,
and 3. stability. Once political stability is
assured, the government should focus on
privatizing infra-structure such as telecom,
water, road and electricity. Last but not the least
the government must provide tax credit to
technology start-ups for five to ten years so that
they have an incentive to setup their business in
Nepal.



CAN-USA:

You have been running your business in Nepal
for last four or five years now. Do you think
Nepal is producing enough ICT talent to attract
serious ICT industries?

PANDEY:

Nepal is a niche for small to medium sized

global technology companies. We produce
enough hard working and talented engineers to
cater to the demand of employers in this
category. We may have difficulty meeting the
needs of large technology companies that require
thousands of engineers.

CAN-USA:

What is your expectation from organization like
Computer Association of Nepal (CAN),
especially newly formed chapter CAN-USA?

PANDEY:

CAN should push for policy changes in Nepal

via seminars, talk series and IT events. | would
also suggest that it collaborate with organizations
like NASCOMM to jointly organize events in
Kathmandu.

CAN-USA:

Do you have any other insight for future
entrepreneurs who would like to follow in your
footsteps by starting a company in Nepal?

PANDEY:

It is never done before it is done. It is never too
late and the right time never comes with a
warning. This is the right time.

| have not done anything significant yet. | still
have a lot to do and am always willing to learn
from fellow professionals. What | have learned
so far is that nothing can be predicted. All of us
should start small and put 100% focus into
whatever we do. Focused effort will push us to
some sort of exit and we all will learn from it.
Trying multiple things with divided focus will
not take us there — where we all want to go.

CAN-USA:
Please feel to add anything you think pertinent to
your business or anything we missed to ask you.

PANDEY:

| am grateful to my fellow co-workers in Nepal
and USA who teach me everyday and who join
me with excitement and fun. | am fortunate that |
met Chris and am very thankful to my wife
Muna and daughters Aarju and Mahika who let
me work hard and travel extensively.

For any business, the number one asset is people
working for the business. At D2, we have all
accepted this truth without any confusion and
highly value the team members who work for us.

(Dr. Rudra Pandey can be reached at rpandey@d2lgaveken)
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Manohar K Bhattarai

Sustainable development and poverty
reduction continue to be matters of
overriding concerns for a country like
Nepal. Even though the country has
registered respectable growth and
reduced poverty from 42% in 1995/96 to
31% in 2003/04 despite the persistence
of an environment of political
uncertainties, new imperatives in the
form of more intense forces of
globalization are some of the
underpinnings of new realities within
which Nepal's political, economic and
social system are to be positioned.
Globalization as a force has offered both
prospects and challenges for a country
like Nepal. More than anything else, it
has underscored the need to find niches
where a country like Nepal could excel,
derive competitive advantage from and
to implement innovative strategies aimed
translating them into realities.

ICT sector constitutes one of the bright
spots offering Nepal with unprecedented
opportunities for realizing potentialities
unleashed by new economic realities.

From policy perspectives ICTs offer two
distinct possibilities for a country like
Nepal : i) as an enabler of development
and ii) as an economic or industry sector
on its own right, with potential to create
jobs and stimulate economic growth,
among others. In order for the country to
be able to fully leverage resourcefulness
offered by ICTs, Nepal should lay
emphasis on both the dimensions of
potentialities offered by ICTs.
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Vis-a-vis developmental potential of
ICTs, Nepal is beginning to see some

level of activities along the lines
indicated above. For one, telecentre
movement has been gathering

momentum as a means of ensuring easy
access to ICTs to the rural masses. The
need to complement ever expanding
connectivity footprint with ICTs-enabled
development models that the
communities could relate to is also being
addressed. It is within these contexts that
emergent development paradigms like
telemedicine, ICTs-enabled service
delivery, and distance education are
finding their way into policy and
national development discourses as well
as in the form of actual implementation

Box 1: Nepal's value proposition as
sourcing destination of choice

- Competitive cost arbitrage
advantage compared to other
countries in the region

- Marked improvement in HR
arena. Nearly 4-5 thousand
persons with diverse competency
profile enter the ICT job market
every year

- Improvement in connectivity
infrastructure owing to
liberalized telecom sector

- Liberal FDI policy

- IT Park located at Banepa, Kavre

- Fibre optic backbone along East-
West highway covering major
node:

on
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Box 2: Key ICT indicators
No. of fixed line telephone
subscribers 5,13,352
No. of Mobile Telephone
subscribers 15,71,021
No. of VSAT users 110
Telecom Penetration Rate (in % of the total
population) 8.84
E1 links installed 4,601
No. of major telecom operators 5
No. of ISP license holders 32
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