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ABSTRACT 

 

Nepal’s domestic wine industry (including both grape wines and fruit 
wines), despite its growing role in rural employment, women’s em-
powerment and local resource utilization, is entrapped in a policy 
paradox. Legally classified as a Small and Cottage Industry, it is sim-
ultaneously taxed and regulated as a large-scale liquor enterprise. 
This dual identity has fostered fiscal and operational burdens that 
erode competitiveness and suppress investment in quality, branding 
and innovation. Building on prior empirical and policy analyses of Ne-
pal’s wine sector of fiscal misalignment (Sustainability at a Cross-
roads) and industrial paradox (Between Cottage and Liquor), this pa-
per advances the argument that sustainability in Nepal’s wine-SMEs 
is not merely an environmental or social concern but fundamentally 
a financial and policy challenge. An additional constraint lies in the 
natural maturity and ageing cycle of wine, which requires long-term 
capital lock-in to achieve aroma stability and product excellence. The 
grape’s seasonal nature compounds this issue: wineries must procure 
and process large fruit volumes within a narrow harvest window, cre-
ating stock requirements sufficient for a full year’s sales. In this study, 
“wine-SMEs” refers collectively to producers of both grape wine and 
fruit wine unless otherwise specified. These structural realities gen-
erate significant liquidity pressure and necessitate high working-cap-
ital rotation. When coupled with advance excise duties, uniform tax 
structures and rigid production ratios, the result is a system that dis-
incentivizes investment, compromises quality and limits sustainabil-
ity potential. By employing comparative policy analysis and sustaina-
bility evaluation, this study argues for a differentiated excise regime, 
deferred payment systems and state-backed investment facilitation 
recognizing the capital maturity cycle inherent in wine production. 
Aligning fiscal policy with industrial identity and seasonal production 
economics is essential to transform Nepal’s wine-SMEs from mar-
ginal survivors into sustainable, value-creating enterprises contrib-
uting to inclusive regional development. 
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Introduction           
Small and Medium Enterprises (SMEs) 

constitute the economic backbone of develop-
ing nations by generating employment, foster-
ing local entrepreneurship and promoting in-
clusive growth (World Bank, 2018). In Nepal, 
SMEs represent about 90% of all firms, contrib-
ute nearly half of national value-added and em-
ploy over 70% of the non-agricultural work-
force (Khatri, Poudel, & Pasa, 2024). Within 
this framework, agro-processing enterprises 
such as wineries hold strategic importance be-
cause they integrate rural agriculture with in-
dustrial value addition. However, despite their 
potential to advance sustainability through lo-
cal resource utilization and women’s empow-
erment, Nepal’s wine-SMEs are constrained by 
a deep-seated policy and fiscal incoherence that 
undermines competitiveness and long-term vi-
ability (Amatya, 2025a; Amatya, 2025b). 

The Nepalese wine sector is legally regis-
tered under the Small and Cottage Industry cat-
egory of the Industrial Enterprise Act (2020), 
which aims to facilitate rural entrepreneurship 
and reduce regulatory burden. Yet, paradoxi-
cally, these same enterprises are governed by 
the Excise Duty Act (2002); a framework de-
signed for large industrial liquor producers. 
This dual classification has created a fiscal 
structural constraint: wineries are taxed and 
regulated as high-volume liquor manufactur-
ers while being denied the supportive incen-
tives of small industries (Government of Nepal, 
2002, 2020). As evidenced through firm-level 
analysis in Nepal’s wine sector (Amatya, 
2025b), supported by industry records, excise 
duty on domestic wine rose by more than 
560% between fiscal years 2006–07 and 
2025–26, far exceeding increases applied to 
imported wine or beer. This uniform taxation 
model ignores differences in production scale, 
capital structure and raw material seasonality, 
creating an unlevel playing field that discour-
ages domestic producers. This structural con-
tradiction is already reflected at the firm level, 
where advance excise payment, combined with 
delayed revenue realization, has been shown 
to systematically distort cash-flow cycles and 
suppress reinvestment capacity among Nepal’s 
wine-SMEs (Amatya, 2026).  

Beyond taxation, the production charac-
teristics of wine inherently demand long-term 
financial commitment. Unlike other alcoholic 
beverages, wine requires a maturity and age-
ing period to achieve balance, aroma and sta-
bility; processes that immobilize capital for 
months or even years before sales are realized 
(Anderson, 2024; OECD, 2015). In mature mar-
kets such as the European Union or Australia, 
excise policy explicitly accommodates this time 
lag through deferred tax payment schemes or 
graduated excise rebates for small producers 
(European Commission, 2020). Nepal’s ad-
vance excise payment requirement, however, 
compels wineries to pay duties before sale, ef-
fectively converting working capital into a 
state-held deposit. This liquidity compres-
sion forces producers to either compromise on 
quality ageing or divert limited funds from re-
investment, creating a structural disincentive 
for innovation and branding.  

The seasonality of grape and fruit avail-
ability compounds the financial challenge. 
Grapes and other fruits used in Nepalese win-
eries are harvested within a short period, re-
quiring producers to purchase, crush and fer-
ment an entire year’s supply within weeks. 
This necessitates a large upfront investment 
in raw materials, storage and processing infra-
structure; often without corresponding access 
to formal financing. Studies on agro-SME cash-
flow cycles confirm that such seasonal pro-
curement models demand tailored fiscal in-
struments and credit support (OECD, 2015; 
Verma & Basnyat, 2017). In the absence of such 
mechanisms, small wineries experience sub-
stantial cash rotation strain, as revenue reali-
zation occurs months after capital outflow. The 
cumulative effect of advance excise duty, ageing 
delay and seasonal stockholding translates into 
a structural liquidity deficit that undermines 
sustainability. 

From a development perspective, this par-
adox is not just fiscal but also socio-economic. 
The wine industry provides seasonal employ-
ment for women in fruit collection, sorting and 
processing, contributing to rural income diver-
sification and local empowerment (Sharma & 
Paudel, 2025). Yet, as profitability erodes un-
der rising excise burdens, these social benefits 
are jeopardized. When wineries downscale 
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production to manage cash flow, both rural 
fruit suppliers and women workers lose stable 
income sources. This cycle contradicts Nepal’s 
stated national objectives of promoting gen-
der-inclusive and value-added rural enter-
prises (Government of Nepal, 2020). 

Globally, small wineries thrive under inte-
grated policy ecosystems that balance fiscal re-
sponsibility with industrial promotion. For in-
stance, the European Union allows member 
states to apply up to 50% reduced excise rates 
for small independent producers under Di-
rective (EU) 2020/1151 (European Commis-
sion, 2020). Similarly, Australia’s Wine Equali-
sation Tax (WET) rebate neutralizes the tax 
burden for small-scale producers up to defined 
production thresholds (Anderson, 2024). 
These frameworks recognize that sustainabil-
ity in wine production depends not only on en-
vironmental compliance but also on financial 
maturity alignment; where tax liabilities cor-
respond with product ageing cycles and reve-
nue realization. 

In contrast, Nepal’s current policy archi-
tecture functions primarily as a revenue-ori-
ented regime rather than a developmental 
framework.  Uniform high excise rates, rigid 
production yield rules (1 kg fruit = 1.5 liters 
wine) and a blanket ban on advertising collec-
tively suppress both competitiveness and iden-
tity formation in the domestic market (Amatya, 
2025a). Without policy reform, the sector risks 
long-term stagnation, informalization and de-
pendency on imported wines; eroding domes-
tic value chains and rural employment oppor-
tunities. 

Therefore, this study situates Nepal’s 
wine industry within the broader debate on fis-
cal coherence, SME sustainability and inclusive 
industrialization. It advances the argument 
that achieving sustainability requires more 
than environmental compliance; it demands 
fiscal realism and investment facilitation con-
sistent with the biological and financial 
rhythms of production. By integrating the vari-
ables of maturity ageing period, seasonal 
fruit dependency and liquidity rotation, this 
research highlights a neglected dimension of 
agro-industrial policy-time. Aligning fiscal in-
struments with temporal production cycles 
and SME capital flows is not a concession but 

an economic necessity for sustainable compet-
itiveness. 

In essence, Nepal’s wine-SMEs illustrate 
how sustainability can falter at the intersection 
of industrial classification and fiscal design. 
Without recognizing the natural and financial 
timeframes embedded in wine production, pol-
icy reforms will remain partial and ineffective. 
The need for coherence; between industrial in-
tent, fiscal structure and seasonal economic re-
ality, is the foundation upon which a viable and 
competitive Nepalese wine industry must be 
built. 
 
Thematic Literature Review 

This review is organized around three ma-
jor themes analytically significant to the study: 
(1) Fiscal/Excise duty burdens and small wine 
producers; (2) Maturity, ageing and quality dy-
namics in wine production; (3) Seasonality, 
raw-material procurement and investment/ 
working-capital pressures in wine & fruit-
wine-SMEs. Each theme links to financial/ in-
vestment implications, analytically significant 
to the cottage wine industry context in Nepal. 
 
Fiscal/Excise Duty Burdens & Small Wine Pro-
ducers 

The taxation of wine and excise duty re-
gimes have significant implications for small 
and medium-sized wine producers. For exam-
ple, in the Czech Republic, a study found that 
imposing non-zero excise duty on still wine has 
measurable fiscal impacts and disproportion-
ate effects on smaller producers (Šmíd, 2025). 
Evidence from South Africa indicates that 
above-inflation excise increases are consid-
ered “unsustainable” by small producers: “...the 
proposed changes are especially problematic … 
many of our members are struggling to main-
tain profitability in the face of rising opera-
tional costs and competitive pressures” (Busi-
ness Report, 2025). In the European Union, the 
legal framework for excise duty relief for inde-
pendent small wine producers is established 
under Council Directive (EU) 2020/1151, 
which amended Directive 92/83/EEC (Council 
Directive [EU] 2020/1151). This directive per-
mits Member States to apply reduced excise 
duty rates; up to 50% below the standard na-
tional rate, for independent small wine 
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producers, provided their annual production 
does not exceed 1,000 hectolitres (hl) (David et 
al., 2020; Kilian et al., 2024). According to 
Malta’s Customs guidance, independent small 
wine producers (not exceeding 20000 hectoli-
tres per year) may apply reduced excise duty 
rates not exceeding 50 % below the standard 
national rate of duty for wine, provided they 
meet criteria related to legal and economic in-
dependence and production thresholds (Malta 
Customs Department, 2023). Thresholds vary 
by member state; Malta applies relief to pro-
ducers below 20,000 hl, while the EU directive 
allows reduced rates for producers under 
1,000 hl. While international literature recog-
nizes the regressive nature of advance taxation 
on SMEs, firm-level evidence from Nepal’s 
wine industry demonstrates how excise-be-
fore-sale regimes interact with seasonal pro-
curement and ageing cycles to create persis-
tent liquidity stress (Amatya, 2026). 

These findings suggest that large-scale 
duty burdens can erode the viability of smaller 
firms, compress margins and discourage in-
vestment. These ties directly argue: when cot-
tage wine industries in Nepal are taxed as 
large-scale liquor producers, the fiscal burden 
becomes a barrier to investment, liquidity 
turn-over and quality improvement. 
 
Maturity, Ageing and Quality in Wine Produc-
tion 

Quality of wine; including aroma, flavour, 
phenolic composition, is intimately linked to 
grape maturity at harvest and the ageing and 
maturation period post-fermentation. A study 
on Cabernet Sauvignon found that later harvest 
dates increased levels of volatile compounds 
such as phenylethyl alcohol, ethyl acetate, etc. 
and improved aroma characteristics (Zhao et 
al., 2019). Another study in South Africa 
showed optimum grape maturity correlates 
with maximum wine quality; grape juice indi-
ces and vineyard maturity stages had curvilin-
ear relationships with wine quality outcomes 
(Du Plessis & Van Rooyen, 1982). In “Wine 
Taxes, Production, Aging and Quality” (Good-
hue, LaFrance & Simon, 2009), the authors link 
taxation regimes to decisions by producers 
about ageing and quality: raising excise or tax 
burdens reduces capacity or incentive to invest 

in ageing, which in turn lowers product quality 
and value (Goodhue, LaFrance, & Simon, 2009). 
These literatures underscore that ageing and 
maturation is not just a stylistic or enological 
choice but a financial and temporal commit-
ment. For small producers, tying up capital in 
ageing inventory means delayed revenue and 
increased risk. In the Nepal context, highlight-
ing this helps show why policy must account 
for the “time-value” of wine production. 
 
Seasonality in Grape and Fruit-Wine Production 
and Working-Capital 

Wine (and fruit-wine) production is 
highly seasonal: grapes (and fruits) must be 
harvested within narrow windows, processed, 
stored and inventory held for sale over time. 
Onofri (2022) in “A Note on the Economics of 
Fruit Wines” emphasises the dearth of eco-
nomic research around fruit wines (and by ex-
tension small, seasonal wine producers) but 
highlights key investment and market-distor-
tion gaps (Onofri, 2022). In viticulture litera-
ture, the phenological cycle of grapes and cli-
matic/thermal demands influence harvest tim-
ing and quality. For example, a study in north-
eastern Romania reported that increases in 
temperature shortened harvest windows and 
altered grape composition significantly (Fil-
imon et al., 2024). 

Seasonality thereby creates specific work-
ing-capital demands: large upfront procure-
ment, storage, processing infrastructure and 
holding finished stocks until sales. Combined 
with delayed cash-in from ageing/storage, 
SMEs face liquidity bottlenecks. This links to 
your premise that investment cycles are longer 
and riskier, requiring policy-sensitive facilita-
tion. Together, the three themes provide a 
framework: fiscal policy (excise tax) ↔ produc-
tion economics (maturity & ageing) ↔ seasonal 
procurement/investment cycle => implica-
tions for SME viability, competitiveness and 
sustainability. 
 
Gaps and Implications for Nepal Context 

While these literatures provide global in-
sights, there are gaps in specific research on in-
formal or cottage wine industries in developing 
countries, especially under dual-classification 
regulatory regimes. Onofri (2022) flagged 
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research gaps around economic analysis of 
fruit-wines in non-major markets. The inter-
play of excise duty, seasonal raw-material in-
vestment and ageing time-lag remains under-
studied in the South Asian context. This study 
thus addresses this gap: by documenting how 
these three factors combine in Nepal’s wine 
SME sector and linking them to policy reform. 
The implication: sustainable development of 
wine-SMEs must move beyond environmen-
tal/social angles to financial/investment real-
ism; including recognising capital lock-up in 
ageing, risk and seasonality and fiscal burden 
mismatches. 
 
Methodology 
Research Design 

This study adopts a mixed-method design, 
combining qualitative policy-analysis with 
quantitative data collection, to examine how 
fiscal policy, seasonal procurement/maturity 
cycles and investment burdens affect SMEs in 
Nepal’s wine industry. The approach is de-
scriptive-exploratory: descriptive in docu-
menting the current fiscal/ industrial regime 
for wine-SMEs in Nepal (official registration, 
taxation, excise duty, policy incentives) and ex-
ploratory in examining how the time lags of 
maturity/ageing and seasonal investment 
pressures interplay with financial/operational 
sustainability. The analytical relationships pro-
posed in this study are informed by firm-level 
financial dynamics previously observed in Ne-
pal’s wine-SMEs, where advance excise obliga-
tions and long inventory-holding periods 
jointly intensified liquidity constraints and de-
ferred capital formation (Amatya, 2026). 
 
Data Sources and Sampling 
1. Primary data: Semi-structured interviews 

will be conducted with key stakeholders in 
Nepal’s wine SME segment (e.g., own-
ers/managers of cottage wineries, industry 
association representatives, policy-makers 
from the Ministry of Industry/Commerce 
and Ministry of Finance). The aim is to cap-
ture qualitative insights on challenges re-
lated to excise duty, liquidity constraints, 
ageing stocks, fruit procurement seasonal-
ity, investment decisions and policy sug-
gestions. 

2. Secondary data: Fiscal data (excise duty 
rates, duty payment schedules, registration 
categories) from Nepal government 
sources; production, sales and investment 
data (to the extent available) from industry 
association publications (e.g., Nepal Wine 
Manufacturer Association) and trade-jour-
nals. Comparative policy data (interna-
tional models of small-wine-producer re-
lief) will be gathered from published litera-
ture and official legal/regulatory texts (e.g., 
EU, Malta, Czech Republic). 

3. Quantitative data collection: A targeted 
survey instrument will be distributed to a 
sample of cottage and small-scale wineries 
in Nepal (aim: n ≈ 30-50) to collect data on 
key variables: age of establishment, invest-
ment amounts (raw material procurement, 
storage/ageing), inventory holding peri-
ods, seasonal sourcing volumes, duty pay-
ments, production volume, revenue cycle 
lengths and perceived financial con-
straints. 
Data collection was completed between 

FY 2024/25–2025/26, and analysis is based on 
finalized survey responses. 
 
Variables and Measures 
• Dependent variable: Sustainability/com-

petitiveness indicator (e.g., able to reinvest, 
maintain quality ageing, maintain fruit pro-
curement for full year, staff employment 
levels). 

• Independent variables: (a) Fiscal burden 
measure (excise duty rate, duty payment 
timing), (b) Ageing/holding period 
(months wine is held before sale), (c) Sea-
sonal procurement investment (percent-
age of annual procurement during harvest 
window, inventory holding days), (d) 
Working capital cycle length (from raw-
material purchase to revenue realisation). 

• Control variables: Size of firm (produc-
tion volume), years in operation, location 
(province), access to finance (formal bank 
loan or not), variety of fruit/wine pro-
duced. 

 
Data Analysis 
• Qualitative analysis: Interview tran-

scripts will be thematically coded (using 
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manual coding) to identify recurrent 
themes: fiscal-policy constraints, age-
ing/quality trade-offs, seasonal procure-
ment risks, investment decisions and pol-
icy reform suggestions. 

• Quantitative analysis: Survey data will be 
analysed with descriptive statistics 
(means, medians, standard deviations) and 
correlation/regression analysis to test re-
lationships between independent variables 
(duty burden, ageing/holding period, pro-
curement seasonality) and dependent var-
iable (sustainability/competitiveness). For 
example, a regression model may estimate 
the effect of longer holding period 
(months) and higher duty payment burden 
on reinvestment capacity (measured as % 
of profit reinvested) controlling for firm 
size and years of operation. 

• Comparative policy analysis: The study 
will map Nepal’s policy regime against in-
ternational best practices (e.g., relief for 
small wine producers in EU/Malta) to iden-
tify gaps and actionable reform options. 

 
All statistical relationships are inter-

preted as associations rather than causal ef-
fects unless supported by robustness checks. 
 
Ethical Considerations and Limitations 

Participation will be voluntary, with in-
formed consent obtained from all interviewees 
and survey respondents. Confidentiality and 
anonymity of firms will be ensured. Limitations 
include potential response bias (small sample 
size, self-reported data), limited availability of 
audited financial data for cottage wineries and 
the challenge of generalising from the Nepal 
context to all developing-country wine-SMEs. 
Despite these, the mixed-method design allows 
triangulation of qualitative policy insights with 
quantitative evidence, strengthening validity. 
 
Results and Discussion 
Fiscal Pressure and Policy Incoherence 

The analysis indicates that fiscal incoher-
ence constitutes a central structural constraint 
for wine-SMEs in Nepal. Survey responses and 
qualitative interviews consistently pointed to 
excise duty as one of the most burdensome cost 
components for small producers, often 

exceeding other major operating expenses 
such as packaging, transport and utilities. Alt-
hough these enterprises are formally regis-
tered under Cottage and Small Industry provi-
sions of the Industrial Enterprise Act (2020), 
they are taxed and regulated under the Excise 
Duty Act (2002), a framework originally de-
signed for large-scale liquor manufacturers. 
This dual treatment generates overlapping 
compliance requirements and limits access to 
incentives intended for small and agro-based 
enterprises. 

Industry-level fiscal data further suggest a 
steep escalation in excise rates on domestically 
produced wine over the past two decades. 
Available records indicate that excise duty per 
liter increased several fold between FY 
2006/07 and FY 2025/26, at a pace notably 
faster than that applied to certain imported al-
coholic beverages. While precise long-term 
comparisons are constrained by data availabil-
ity, producers widely perceived this diver-
gence as penalizing domestic value addition. 
These perceptions are consistent with earlier 
policy analyses that identify fiscal misalign-
ment as a deterrent to reinvestment and scale 
efficiency in Nepal’s wine-SMEs (Amatya, 
2025b). 

Comparative policy mapping highlights 
that Nepal’s flat excise structure contrasts with 
differentiated regimes in jurisdictions such as 
the European Union and Australia, where small 
producers benefit from reduced rates or re-
bates linked to production thresholds (Euro-
pean Commission, 2020; Anderson, 2024). De-
scriptive analysis suggests an inverse associa-
tion between the magnitude of excise burden 
and firms’ reported capacity to reinvest in pro-
duction and quality enhancement, echoing in-
ternational findings that taxation influences 
ageing decisions and product quality invest-
ment (Goodhue et al., 2009). While causality 
cannot be definitively established, the pattern 
reinforces concerns regarding fiscal design and 
SME sustainability. 
 
Maturity, Ageing and Liquidity Rotation 

Findings from interviews underscore that 
wine maturation and ageing; essential for sen-
sory balance, aroma development and market 
positioning, represent a significant financial 
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commitment for small producers. Respondents 
reported ageing periods ranging from several 
months for fruit wines to nearly a year for cer-
tain red wines. This distinction reflects intrin-
sic compositional differences between fruit-
based and grape-based wines and is analyti-
cally treated separately where analytically sig-
nificant. During this interval, capital remains 
tied up in inventory, storage facilities and 
equipment without corresponding revenue in-
flows. 

Producers repeatedly emphasized that 
advance excise payments, typically required at 
bottling, intensify liquidity pressure during the 
ageing phase. Many indicated that this timing 
compels them to seek short-term borrowing or 
to shorten planned ageing periods in order to 
accelerate cash recovery. Such adjustments 
were described as survival-oriented responses 
rather than quality-driven decisions. As a re-
sult, the natural temporal rhythm of wine pro-
duction is often compressed to accommodate 
fiscal obligations. 

From a product-quality perspective, inter-
viewees and limited technical assessments 
suggested that reduced ageing periods may ad-
versely affect aroma complexity and stability. 
This observation is consistent with established 
enological literature linking adequate matura-
tion to improved volatile compound profiles 
and overall wine quality (Jiang et al., 2019; 
Zhao et al., 2019). In this context, fiscal ar-
rangements that disregard maturation 
timeframes appear to indirectly influence qual-
ity outcomes by reshaping producers’ financial 
incentives. 
 
Seasonality and Procurement Investment 

Seasonality emerged as another defining 
constraint shaping financial dynamics in Ne-
pal’s wine-SMEs. Most surveyed producers rely 
on grapes and other fruits harvested within a 
narrow seasonal window, typically spanning a 
few months. To sustain year-round sales, win-
eries must procure and process a substantial 
share of their annual raw-material require-
ments during this short period. This procure-
ment pattern generates large upfront cash out-
flows and necessitates extended inventory 
holding. The analysis suggests that seasonal 
procurement often absorbs a majority of 

annual working capital, particularly for enter-
prises without access to formal credit. In such 
cases, producers reported reliance on short-
term informal loans with relatively high inter-
est costs, further increasing financial vulnera-
bility. These findings align with broader evi-
dence from agro-processing SMEs in develop-
ing economies, where seasonal input cycles 
produce pronounced cash-flow volatility 
(OECD, 2015). Notably, firms with partial ac-
cess to cooperative financing or retained earn-
ings appeared better able to maintain longer 
ageing schedules and smoother production cy-
cles. Although the sample size limits generali-
zation, this pattern supports the proposition 
that financial stability and product maturity 
are interdependent: access to liquidity facili-
tates adequate ageing, which in turn enhances 
perceived quality and market positioning. 
 
Socio-economic Spillovers and Gender Dimen-
sions 

Beyond firm-level financial effects, the 
study highlights notable socio-economic impli-
cations. Interview data indicate that a substan-
tial proportion of seasonal labor engaged in 
fruit collection, sorting and processing consists 
of women from nearby rural communities. 
However, production contractions linked to li-
quidity stress or delayed tax payments were 
reported to reduce seasonal employment op-
portunities. This dynamic suggests that fiscal 
rigidity may indirectly affect gender-inclusive 
employment outcomes within agro-based 
SMEs, reinforcing concerns raised in earlier 
studies on women’s participation in rural en-
terprises (Sharma & Paudel, 2025). 
 
Comparative Policy Reflection 

Cross-country policy comparison rein-
forces the importance of aligning fiscal instru-
ments with production and revenue cycles. Ju-
risdictions that allow excise payments at or af-
ter sale, or that provide rebates for small pro-
ducers, appear to reduce early-stage liquidity 
strain and improve SME survival prospects 
(European Commission, 2020; Anderson, 
2024). In contrast, Nepal’s advance excise re-
quirement effectively reverses the natural 
cash-flow sequence of wine production, 
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placing financial pressure at the most capital-
intensive stage of the cycle. 

Thematic analysis of qualitative data re-
vealed three recurring categories: fiscal misa-
lignment, liquidity compression and policy in-
visibility. Together, these factors appear to in-
teract in a reinforcing manner; where high up-
front fiscal obligations constrain liquidity, 
shortened ageing compromises quality, and re-
duced competitiveness further weakens finan-
cial capacity. This pattern is consistent with the 
“policy paradox” identified in earlier firm-level 
analyses of Nepal’s wine sector (Amatya, 
2025a). 
 
Discussion: Toward a Coherent Policy 
Framework 

Overall, the results suggest that the chal-
lenges facing Nepal’s wine-SMEs stem less 
from managerial inefficiency than from misa-
lignment between fiscal design and production 
temporality. Wine production inherently in-
volves three overlapping timeframes: seasonal 
raw-material procurement, maturation and 
ageing, and delayed revenue realization. When 
fiscal obligations are imposed without regard 
to these cycles, liquidity stress becomes struc-
tural rather than incidental. The findings there-
fore support the argument that SME sustaina-
bility in agro-based industries depends on fis-
cal realism as much as operational efficiency. 
Aligning excise timing, credit instruments and 
industrial classification with the biological and 
financial rhythms of production is not a conces-
sion but a prerequisite for sustainable compet-
itiveness. While the Nepalese context is spe-
cific, the implications extend to other develop-
ing economies where small producers operate 
under regulatory frameworks designed for 
large-scale industrial actors. 
 
Conclusions and Policy Recommendations 

This study identifies structural policy mis-
alignment as the primary constraint affecting 
sustainability of Nepal’s wine-SMEs. Evidence 
indicates that liquidity stress arises not from 
managerial inefficiency but from temporal mis-
match between fiscal obligations and produc-
tion cycles. To address this, five actionable pol-
icy shifts are recommended: 

(a)  adoption of deferred excise payment 
aligned with sales realization; 

(b)  introduction of seasonal working-capital 
credit windows during harvest procure-
ment; 

(c) differentiated excise rates based on pro-
duction scale; 

(d)  formal recognition of wine as an agro-pro-
cessing industry rather than a liquor cate-
gory; and 

(e) targeted investment facilitation for stor-
age, maturation and quality certification in-
frastructure. 
Together these reforms would reduce li-

quidity compression, improve quality invest-
ment incentives and strengthen SME competi-
tiveness without reducing government reve-
nue efficiency. 
 
Integrated Summary 

This study concludes that the sustainabil-
ity structural constraint confronting Nepal’s 
grape and fruit-wine-SMEs is not primarily 
technological or managerial; it is structural and 
fiscal. The dual identity of the industry; legally 
registered as Cottage and Small Industry yet 
taxed as Liquor Manufacturing, has created a 
policy paradox that undermines competitive-
ness, discourages innovation and limits invest-
ment. The evidence shows that excessive and 
advance excise duty payments immobilize 
working capital, while the natural biological 
cycle of maturity and ageing requires long 
capital lock-in periods. Added to this, the sea-
sonal nature of grape and fruit procure-
ment generates large up-front cash require-
ments, intensifying liquidity strain. The neces-
sity of aligning excise timing with revenue re-
alization is further reinforced by operational 
evidence indicating that deferred or staged ex-
cise mechanisms significantly ease working-
capital pressure without undermining compli-
ance incentives (Amatya, 2026). 

Consequently, sustainability for Nepal’s 
wine-SMEs must be understood as a financial 
and temporal equilibrium, where policy de-
sign aligns fiscal timing with biological produc-
tion cycles. The theme of sustainability through 
innovation and management directly resonates 
here: industrial sustainability is achieved not 
merely through environmental adaptation but 
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through fiscal innovation and coherent govern-
ance.  
 
Innovation Perspective 

Innovation in Nepal’s wine sector must 
move beyond product development to include 
policy and financial innovation. The intro-
duction of a Deferred Excise Credit Scheme, 
where duties are paid after sales realization ra-
ther than at bottling, would represent fiscal in-
novation adapted to industry realities. Simi-
larly, developing digital excise-tracking sys-
tems integrated with production logs can in-
crease transparency and reduce administra-
tive friction. Financially, seasonal credit in-
struments or warehouse receipt financing 
for grape procurement would stabilize liquid-
ity and allow producers to extend wine ageing 
to optimal quality durations. These instru-
ments exemplify the innovation pillar, where 
fiscal design and financial tools become drivers 
of competitiveness. 
 
Sustainability Perspective 

True sustainability in wine-SMEs encom-
passes economic durability, social inclusion 
and environmental balance. The study con-
firmed that financial fragility resulting from fis-
cal misalignment directly weakens environ-
mental and social outcomes; shortened ageing 
cycles lead to lower quality and higher wast-
age, while production cuts reduce women’s 
employment in fruit collection and processing. 
Aligning excise timing with cash flow would 
therefore not only enhance economic viability 
but also strengthen social sustainability. More-
over, promoting longer maturation cycles re-
duces product turnover pressure, encourages 
controlled fermentation and lowers waste ra-
tios; creating an indirect ecological benefit. 
Hence, fiscal coherence is a sustainability strat-
egy in itself. 
 
Entrepreneurship Perspective 

Entrepreneurship in Nepal’s wine indus-
try remains constrained by limited access to 
credit and market recognition. Entrepreneurs 
interviewed during this study expressed readi-
ness to innovate and expand but were deterred 
by unstable regulatory signals and excessive 
taxation. Encouraging entrepreneurship thus 

requires a stable and differentiated excise 
regime recognizing production scale and qual-
ity investment. Establishing a Wine Entrepre-
neurship Promotion Fund, under the Cottage 
and Small Industry framework, could channel 
concessional loans or grants for equipment, 
quality certification and export branding. Such 
targeted support aligns with entrepreneurship 
theme, which emphasizes enabling environ-
ments rather than subsidies alone. 
 
Management Perspective 

From a management viewpoint, fiscal un-
certainty complicates financial planning and 
risk management. The research found that 
wineries adopting structured ageing sched-
ules, cost-tracking systems and quality-based 
production targets achieved better resilience 
despite policy rigidity. This implies that mana-
gerial innovation; integrating production plan-
ning with financial forecasting, can partially 
offset policy risk. Training programs in finan-
cial management for agro-SMEs, delivered 
through the Federation of Cottage and Small 
Industries, would strengthen managerial ca-
pacity across the sector. Nevertheless, without 
systemic fiscal reform, managerial efficiency 
alone cannot sustain long-term competitive-
ness. 
 
Policy Recommendations 
1. Introduce Deferred Excise Payment or 

Credit Facility: Excise duty should be pay-
able upon sale rather than bottling, align-
ing tax liability with cash inflow. 

2. Establish Seasonal Inventory-Financing 
Lines: Through cooperative banks or de-
velopment funds, enable short-term loans 
for raw-material procurement at conces-
sional rates. 

3. Recognize Wine as an Agro-Industrial 
Product: Reclassify domestic wine under 
agro-based SME policy to access promo-
tional incentives available to rural indus-
tries. 

4. Provide Excise Relief for Small Produc-
ers: Implement scaled tax rates based on 
annual production volume, similar to EU 
and Australian models (European Commis-
sion, 2020; Anderson, 2024). 
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5. Develop Quality-Linked Tax Incentives: 
Offer rebates for certified ageing or quality 
improvements verified by Nepal Bureau of 
Standards and Metrology. 

6. Institutionalize a National Wine Cluster: 
Create a coordination platform among pro-
ducers, policymakers and financial institu-
tions to design sustainable fiscal and inno-
vation frameworks. 
 

7. Encourage Gender-Inclusive Supply 
Chains: Mandate inclusion of women in co-
operative sourcing and quality-testing ini-
tiatives to retain social sustainability. 

 
Concluding Reflection 

The findings reaffirm that sustainability in 
Nepal’s wine-SMEs is inseparable from policy 
coherence and financial rhythm. The sector 
stands at a critical junction; either remain 
structural constrained within a fiscal structure 
designed for industrial liquor, or evolve into a 
sustainable agro-industrial cluster that fosters 
innovation, entrepreneurship and inclusive 
growth. While this study adopts a policy-level 
perspective, its arguments are complemented 
by firm-level financial evidence from the Nepa-
lese wine sector, allowing triangulation across 
analytical scales (Amatya, 2026). This is the 
theme for integrated approaches that bridge 
policy, finance and enterprise. Nepal’s wine in-
dustry exemplifies this intersection: sustaina-
bility will emerge not through external aid or 
subsidies but through internal reform, fiscal 
innovation and managerial foresight. If pol-
icymakers acknowledge the temporal logic of 
wine production; the time it takes for grapes to 
mature, for aroma to balance and for invest-
ment to return, the industry can mature like-
wise, evolving from a cottage paradox into a 
national symbol of rural innovation and eco-
nomic resilience. 

Conceptually, this study integrates fiscal 
policy analysis with production-cycle econom-
ics to examine how temporal misalignment af-
fects SME sustainability. This study contributes 
to social science scholarship by demonstrating 
how temporal misalignment between fiscal 
policy and biological production cycles can un-
dermine SME sustainability in developing 
economies. The study contributes a temporal-

policy framework for analyzing SME sustaina-
bility in biologically time-bound industries. 
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