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qftea FET TS SEd qor fAsitad g9 ST U9 ARl B ) BT HAHIR S
FEAIHT YO MG/ JUMET T Uk aM@ AMA] ATqhdles HARd G | ATHT Medbebl
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@M PR

Q  H SHT AT GO ST AT F GTATHEdTHT A9 | F q9T 99 SHTeH

ATNT FXFRH! THATS AR FTAT Taq

() THIIH TASTHT FFIAR] LI T8

Y

13



(3) R qUT AHATHTRT AT FGaehl ATIT g,
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EIRETHPT I TREAT g HALAT A TaFH 33,55 oM@ 9T FRIGRHT
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AT TThTAT aTeH, STAT TRl WUH d¥ AqA IIX & AdbHE Bollehl ATq@d T
TP g | AT T b T {axirg Feares (Hefaeh T T G AraraRe aeiehl

o

B | I TR AL SF qAT AT WA AT AT SAepepl AR FHITTH
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e |
% %k &k

1%



— 2. T M=
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foren, @TET @FET AT H GAAAT [FQefl TR HeT G qcaw A
TEHl IS | TouE faeefl eI Fel Her %W, (=g T a9Ar Wwepl 915+ |

LIS

FTH IAEHE TS A ¥ (=g 9wl 9 I Argrereiad Hecd o
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T AT FHEATEAE qEAT aud ST g9 A9 ATl a@dTed qdT Eh, A
AN, AT IATEANA &AT Tl gers qvdraal g fad o wal g |

FRY e e :

. TE[TebT TN HES AT (o Fiehl AT |
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QTR Taed THT B | ATARE AN GRT T (A7 JagT 0T T I¢9T TCX A
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}Agriculture Business Promotion and
Market Development System:

Possibilities and Challenges in Nepal

Kamal Raj Gautam
PD-ABPMDD/DOA

Background:

+ Inthe current status country's agriculture development and growth
is based on Agriculture Perspective Plan (APF).

APP has a growth strategy

Priority ini)uts are technology, imigation, fertilizers; and infrastructures

like agriculture roads

Agriculture Business/Marketing is based either in farmers own land

cultivation or cultivation in leased in land.

difficulties like: Input availability- time and quality, Unfair competition

among producers and traders, accessibility to major market yard, inter

district movement - illegal taxes, availability of market information, small

guamity of marketable Eroduct imposes extra cost and poor
evelopment of interlink among the collection

high potentiality for diversification and commercialization of agriculture

practices in Nepal due to internal market and big extemnal market for

which different financial investor can play crucial roles

Coverage of the topic

Background:

What about Policy, Acts, Regulations and Orders:

Where is possibility?

What is going on?

Who are the key player in Agriculture Business Promotion and
Market Development System?

How is Institutional arranged for the Development of Marketing
System in NEPAL?

What Existing Agriculture Business Promotion and marketing
systems is in Nepal?

Status of Market Facilities in NEPAL:

Financial sources in system:

Needed Improvement for the involvement in the Agro business
promotion and market development in Nepal:

What about Policy, Acts,
Regulations and Orders:

Policies: 10

National Agriculture Policy, 2004
Agri-business Promotion Policy, 2006
Agro-biodiversity Policy, 2007
National Seed Policy, 2000

National Fertilizer Policy, 2002
Irrigation Policy, 2003

National Tea Policy, 2000

National Coffee Policy, 2003

Dairy Development Policy, 2007
Agriculture Perspective Plan, 1995-2015
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Acts, Regulations and Orders

- Acts 18

Food Act, 2023 (3rd Amendment 2043)

Substitution of Mathers' Milk (Sales and Distribution) Act, 2049
ledized Salt (Production, Distribution & Sales) Act, 2055
Feed Act, 2033 (Amended in 2055)

Patent Design and Trade Mark Act, 2022 (Amended in 2048)
Aquatic Animal Protection Act, 2017 (Amended in 2055)
Confract Act, 2058

Seed Act, 2045

Pesticide Act, 2048 (1st Amendment 2064)

Plant Protection Act, 2064

Animal Health and Animal Service Act, 2055

Animal Slaughter House and Meat Inspection Act, 2055
Cooperative Act, 2048

MNepal Agriculture Research Council Act, 2048

MNepal Veterinary Council Act, 2055

National Tea and Coffee Development Board Act, 2049
National Dairy Development Act, 2048

National Cooperative Development Board Act, 2049

Acts, Regulations and Orders

* Orders
— Chemical Fertilizer (Control) Order, 2055
— Chndradangi Seed and Milk Development Committee

(Constitution) Order, 2052

— Kalimati Fruit and Vegetable Market Development

Committee (Constitution) (3rd Amendment)
Order, 2063

— Cotton Development Committee (Constitution)

Order, 2037

— Animal Feed Production Development Committee

(Constitution) Order, 2041

— Bird Flu Control Order, 2064

Acts, Regulations and Orders

+ Regulations 9
- Food Regulation, 2027 (4th Amendment 2054)
— Feed Regulation, 2041
— Seed Regulation, 2054
— Pesticide Regulation, 2050
- Irrigation Regulation, 2056 (1st Amendment 2060)
— Animal Health and Animal Service Regulation, 2056
— Animal Slaughter House and Meat Inspection
Regulation, 2057
— Cooperative Regulation, 2049
— Nepal Veterinary council Regulation, 2057

National Agriculture Policy 2004

+ Vision
— Improve the livelihood of Nepalese farmers through sustainable
agriculture development by transforming subsistence agriculture
system into commercial and competitive one.

+ Objectives -56
— To achieve food secunty and reduce poverty through sustainable
economic growth by establishing commercial and competitive
agriculture system, following three major objectives have been
set forth
+ Increase agricultural production and productivity

+ Develop commercial and competitive agriculture base to compete
regional and world market

+ Conserve, protect and utilize natural resources, environment and
bio-diversity
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Development of Commercial and
competitive agriculture system

Policies for

Agriculture Business Promotion

Agriculture Market Development System

Quantity, Quality, Product promotion through large production
pocket

Businass oriented Tralning program on the basls o Demand

Market intervention to support food deficit disticis through
procurement of food grains at manket price

Improvement in agricuitere and Ivestock Quarantng services

Doudle frack management of Gowemment fam

Priority to Cooperative based Agro Ingustry and business

promotion

Insurance Pollcy for extension of Ivestock InsUrance covering
birds, crop seed and high value agricufiune commodity

Policy formuiation for commercial produstion, processing and
marketing through Cooperative and private sector paricipation

Promotion of Organic farming

Introduction of fee based agricuiture iechnology senvice o
atiract diferent stake holdens

Encouragement for highbred sed production and utllization,
Monitaring of Genstically ModMed Organism (GMO)

prometion of market Information system

Market Infrastructure development

AJri-pusiness promortion policy ZUub

Agri-business promotion policy

2006

Policy Pollcy Facus Approach OpportunitissiRoom
1- Market orfented | Estabdisnment  larger  production | Integrated senvics proviging Private sactor
Production pockst based on geographical,
Redatsd (8) technical  ang  economical
vianliity
Basad on  Industiadd  poicy |+ Commercial Private sactor
Establishment of special cropicommaodity
economic zone production area
= Organkipesticide e
production area
o Agn ewpot  orentad
production area
Grazing faciity *  oncontract Private s=ctor
Land sealing and exemption of | « Rebate for exporiable | Private sactor
Tenancy right commodity promotion
*  Oncontract faming land
Puslic land leasing out »  forhemal production Private s=ctor

Agri-business promotion

2006

policy

2-Service Integrated service provide Partnership approach Private sector
Related
(10)
Establishment of | Partnership approach Private sector
Commercial service
center
Market related Business | Irrigation, Agriculture road, | Private sector
Promotion Collection centers etc

infrastructures Research
and development

Promotion of contract service

Facilitation and supervision

Private sector

Quality Certification
establishment of

Establishment of Accrediated

Public and private
Independent sector

I ahoratory

Analytical

Insurance

Crop production, Livestock,

Private sector
market Management and
Agro Industry

3- Financlal

support
Related (5}

Tax exemption Rebate .

Up to 10year 75% custom
rebate for machinery and
toois Import

Up to 10year 25% rebate
on elecincity surcharge for
electricity based cokd and
frozen Storage, Cold
Chain, Codd chamber and
Chilling Vat

Private sactor

Promotion of lecal raw material use

Agro based Industry

Private sactor

Technical support Support In  estabishmant of
Export  and  Market
promation orientad
Dusinass

Private sactor

Export Market
services

information

Use of Nepalese Diplomatic

mission

Loan provision

Fammers group JAKANAT

Bank
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Agri-business promotion policy
2006

4- Inclusiveness Minerity community, ethnicity, gender. Inclusiveness Program
Program Educated Unemployed and ex service
Related {3) holder

5- Human Capacity and quality Improvement of training | Capacity and quality | Private
Resources centers sector

Development
Related (2)

G-nfrastructure » Establishment of CC, WM, RM Partnership, PPP Private
development |+ Provision of 20% for maintenance 2% net income sector
and * Provision of e-commerce allocation from
management |+ Market Informaticn Services each Market
Related (10) #  Establishment of auction syatem in WM committee.

*  Facility on intereat rate for transportation

vehicles
* Technical and financial support for rural

area
» Establishment of Agriculture Busineas

Promotion Fund

T7- Governance (3) |+ High level Commitiee * [Establishment of | Private
. Working Guideline Agribusiness sector
*  Monitoring Commities Promotion
Committee

Status of yield of different crops between
Existing yield rate and Research

possibility Yield

Crop Average Research Yield Gap=
yield rate Potential RPy - Ay
(AY) Mean yield

(2009/010) (RPy)

Paddy 2718 8190 5474

Wheat 2129 6100 3971

Maize 2119 7090 4971

Potato 13472 31200 17728

Where is possibility?

Characteristics of Landholding in Nepal:

Area of|% Average | %

Agricultu | holding |increase/Dec | holding |increase/Dec
re s (000 | rease size rease
Census |ha.) (ha.)

1961/62 |[16854 11

1971/72 |16540 |-19 097 -12.6
1981/82 (24637 |489 1.13 16.5

1991/92 (25974 |54 0.96 -15.0
2001/02 |26539 |22 0.80 -17.2

What is going on?

+ Existing involvement of different agencies in
agriculture business -26

— Commodity Association organization

- Livestock Business Related Association organization
- Dairy Industry
— Horticulture

— Spices industry
— Sugar Industry

— Tea and coffee Industry
+ Seed Traders-1476
» Trained seed traders-829
+ Agro vet- Pesticide Retailer License holder-7430
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Who are the key player in
Agriculture Business Promotion and

Market Development System?

* Public sector: Different-Nepal Agriculture
Research Council, DOA, DLS,DFTQC,
Company and Corporation are involved

* Private Sector: Farmer, Entrepreneur,
service provider

« Local governance: VDC, DDC

= NGO: bridging between different service
provider and service seeker

Sector of business - Service

Sector of business -Input

Service | «Exiension «S1rage Transportation aMead sMeed Tax
*Qualty contro: sValue addition | sinfrastructure- dentfication | Identmication exemption
Storage «Transponation | eMarket yars stacnnical Distrioution 50ft Ioan
\Valug addtion «SUpply development s2niees Management
sInfrasircturs- management sMarket +Digtrioution
aharket yand | sinfrasirusture- | Information Management
development sMarkst  yaro
sMarket mfarmation deveinpment
sFRpad shankat

Information
sSupply of fools
and
Impalements-
Crate, welgning
machine

Sector Key Player Remark
EL Public Private PPP NGO Local »
sin Gover
es nance
s

Input = HKNARC- * Seed- *« Seed « Dem |+« HKNeed = Sub

research Contrac | = Breed and identifi sidy
= National it force cation
Seed Import creafi | = Distrib
company = Breed on ution
Lid. = Resear Manag
=  Agriculiure ch ement
Input
company
Ltd.
= Departmen
tof
irrigation
= DOA-
Demand

Sector of business -Output

«NFC
*DDC

*Marketing
*Grading

fStorage ety
coid slorage, ware
hauses

Infrastruciune
development
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How is Institutional arranged for the
Development of Marketing System in

NEPAL?
+ In 1972, Department of Food and
Agriculture Marketing Services

« In 1992, Market Development Division
« In 2000, Market Development Directorate

« In 2004, Agri-business Promotion and .
Market Development Directorate

What Existing Agriculture Business Promotion
and marketing systems is in Nepal?

- Agriculture Business Promotion:
— Domestic Marketing Assistance
— International Marketing
— Industry & Commodity Development
— Trade Show Assistance
— International Marketing
— Organic Certifications
— Export Certifications

Agri-business Promotion and
Market Development Directorate
promote agri-industry and agri-business
based on agricultural commodities,

enhance the accessibility of agricultural
commodities to the consumers through the
organized marketing system and

promote internal and export markets in
partnership with cooperatives and private
sector.

Agriculture marketing systems

Sale to moneylenders and traders
Hat Bazaar

Collection Centers

* Wholesale markets

» Co-operative marketing

L
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Status of Market Facilities in
NEPAL

Marketing System and Facilities In
NEPAL

1500 1284

1000 289
500 | 46 -

-
I}z
Tk

Haat
Bazaar
Retail
Market

Total

Market

Caollection
Centers

Wholesale

Benefits - Payback on Collection Financial sources in system:
Center (CC) Investment

Notes « Even though the private sector is playing
Investment $4.375 Rs. 350,000 . . P
key role in this sector of servicing
Annual Sales One ton per Mkt Day, twice a irli H H
(KG) 104,000week, about 400 farmers. prOVIdlng.by Inve‘_c"'tmg a huge amount Of
Annual RS. 15 per KG, Sales per HH money still there is a big room for
Sales $19,500about $500

investment in different aspects of
Based on SIMI study

showing 20% higher prices agribusiness promotion and market

“alue Add by CC $3,900 atcCCs d
evelopment.
Payback on investment in about one year p
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Commercial Bank's Investment for Commercial Agriculture in

collaboration with Department of Agriculture with Interest Subsidy

Program:

Some investment example:
Community Post Harvest Center for Seed Processing:

Investment in infrastructure development such as storage facilities,
threshing floor, etc. for promising seed entrepreneurs:

Company Name: Bij Bridhi Company Pvt. Lid. Pithuwa, Chitwan
Bank: KIST Bank, Tandi Branch

Total Investment: NRs. 25,00,000/-

Company Investment: NRs. 10,00,000/- (40 %)

Bank Investment: NRs. 15,00,000/- (60 %)

Interest Paid by : GoN, Dept of Ag, Directorate of Agricultural
Engineering

Interest Rate: 15% per annum

Payback Period: 5 Year- Capital Installment pay by company

Investment Start Date: 2010/07/07
Establishment Period: 2011/01/07
Repayment Due Date: 2015/07/07

Commercial Bank's Investment for Commercial Agriculture in

collaboration with Department of Agriculture with Interest Subsidy

s e

DR

Program:

Some investment example:
Community Post Harvest Center for Seed Processing:

Investment in infrastructure development such as storage facilities,
threshing floor, etc. for promising seed entrepreneurs:

Company Name: Bij Bridhi Company Pvt. Lid. Pithuwa, Chitwan
Bank: KIST Bank, Tandi Branch

Total Investment: NRs. 25,00,000/-

Company Investment: NRs. 10,00,000/- (40 %)

Bank Investment: NRs. 15,00,000/- (60 %)

Interest Paid by : GoN, Dept of Ag, Directorate of Agricultural
Engineering

Interest Rate: 15% per annum

Payback Period: 5 Year- Capital Installment pay by company
Investment Start Date: 2010/07/07

Establishment Period: 2011/01/07

Repayment Due Date: 2015/07/07

Needea Improvement ror the Invoivement
in the Agro business promotion and
market development in Nepal:

. Investment and policy friendly Market Act
. Marketing surveys

«  National Agriculture Business promotion and Market
Development Plan

. Grading and standardization education and facility
. Organization of regulated markets

. Provision of warehousing facilities

. Dissemination of market information

- Directorate of Agriculture Marketing and inspection
. Government Intervention
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We need to draw our attention to:

Our resources are Manpower, Sun, Soil, Water, Time ...
- Consider both Local & Global scenario

- Make two plans - Short & Long
Execute the Plan

Observe for Errors & Updates

People is our main resource

Unproductive, inefficient, jobless people is
a liability, while -

Techno-smart, efficient and productive
people is the best asset for a country

Convert our liability in to asset to fit this
globe

How to help better

1. We can help a man by giving him a fish,
or

2. We can also help a man by teaching him
how to catch huge fishes

Comparatively, the 2nd option is better and
sustainable

Think out of the Box

- Do not say, ‘alleviate powverty’ instead,

- Savy, ‘Let us become rich’ and
- Let us become rich together

= Utilize Globalization, ICT, and TIME

The simple Math

= a. A developed country — Technology = A
poor country

» b. A poor country + Technology = A Rich
country

- Let us make our people Techno-smart

THANK U

« | also need some mental support and
incentives from YOU
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Agricultural Credit in Nepal

Dr. Min Bahadur Shrestha
Executive Director

NEPAL RASTRA BANK
Research Department

& Paush 2068

Agricultural Credit in Nepal

Iimportance of Agricultural Sector

- Agricultural sector occupying one third
share in GDP =

- 76 percent population dependent on this

= Large number of small and marginalized
farmers

= Export potential of agricultural products.

Dr. Min B. Shrestha

Agricultural Credit in Nepal

Outline

- Importance of Agricultural Sector
= Investment in Agricultural Sector

= Major Agri-Credit Related Programs
= Bank Credit to Agricultural Sector

= Problems and Prospects

Agricultural Credit in Nepal

Contribution of Agri Sector to GDP Growth

GDP Growth Rate
8.0
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Agricultural

Performance and Inflation
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Resource Allocation by Various Plan

Dr. Min B. Shrestha

{Rs. Crore)
Plans Total Expenditure Agri Exp Share (| )
First Plan 21.44 0.69 3.2
Second Plan 59.70 2.24 3.8
Third Plan 1, 78.00 39.77 22.3
Fouwrth Plan 2,40.18 q49.82 20.7
Fifth Plan 8, 87.06 96.94 10.9
Sixth Plan 22,00.00 6,716.20 28.0
Seventh Plan 74, 717.40 20,04.50 27.0
Eight Plan 177,.82. 44 71, 42. 714 10.2
Ninth Plan 158,79.00 717,08.40 7.0
Tenth Plan 180,46.00 12,73.00 6.7
Eleventh Plan 280,30.10 74,34.10 5.7
Twelfth Plan 565,74.00 38,38.00 6.8

Agricultural Credit in Nepal

Components of Inflation
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Agricultural Credit in Nepal

Resource Allocation by Annual Budgets

{Rs. Grore)
" . Agriculture Expenditure |
Fiscal Year| Total Expenditure Y — Total Share %)
2034/35| 2,67.49| 0.67] 18.95| 19.62| 7.33
2039/40| 6,97.92| 0.45| 656.86 67.31 9.64
2044745 14,10.50| 0.90| 92.89 93.79| 6.65|
2049/50| 30,89.77 4.56( 2,07.72 2.,12.28| 6.87
2054/55| 56.11.83] 8.08 2,14.435| 2,22.51 3.97|
2059/60| 84,00.61 1.78.40] 18.70) 1.97.10| 2.35|
2060/61 89,44.26 1.85.60) 16.02| 2,01.62] 2.25|
2061/62| 102,56.04 2,11.72) 21.75 2,33.47| 2.28|
2062/63 110,88.90| 2,43.75| 26.54| 2,70.29 2.44]
2063/64) 133,60.46| 2,76.62 1,37.432 4,14.04) 3.10|
2064/65| 161,34.99) 3.05.79 3.21.15| 6.26.97| 3.89|
2065/66] 219,66.20 4,40.10 55.69| 4.95.79| 2.26|
2066/67| 259,68.91 5.39.80| 48.50| 6,88.30| 2.65|
2067/68| 306,27.00| 8.69.90| 83.80| 9,53.70| 3.11
2068/69 384,90.00| 11.04.50] 1.38.50 12.43.10] 3.23
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Role of Credit Major Agri-Credit Related Programs

1. Small Farmers Dev Program (2031/32-63/64)

1. Use of new technol
o9y FAO, UNDP, ADB, 56 districts, > SFCL

2. High productivity 2. Priority Sector Credit Program (2033-2064)
5%,% 7%,~> 8%,> 12% of total loans

3. Increased production
3. Production Credit for Rural Women (2045-2054)

4. Increased quality of produce IFAD, 67 districts, Rs. 23.45 crore
o ) 4. Productive Sector Credit (2047 - Date)
5. Growth of allied industries 25%, >40% of total loans

5. Micro-credit Program for Women (2050-20589)

6. Less labour consumption.
ADB, 15 districts, Rs. 19.52 crore

Dr. Min B. Shrestha Page Dr. Min B. Shrestha Page 10
Agricultural Credit in Nepal Agricultural Credit in Nepal
Major Agri-Credit Related Programs ... Current Agri-Credit Related Programs

6. Western Terai Poverty Aflev Prog. (2054-61) 7. Productive Sector Credit (2047 )

IFAD, 8 districts, Rs. 16.14 crore 259%, > 40% = 10% of deposits
7. Third Livestock Dev Program (2053-2060) 2. Rural Self-Reliance Fund (2047)

ADB, 19 districts, Rs. 16.95 crore Government, NRB, 57 districts, Rs. 81.67 crore
8. Community Gr d Irr Sector Program (2056 -2063) 3. Grameen Bank Replicators (2049)

ADB, 12 districts, Rs. 21.70 crore 21 RDEs, 54 districts, Rs. 77,36 crore, (Rs. 14,85 crore OS)
8. Other Programs

4. Deprived Sector Credit (2048/49)

Banking with the poor, Bisweswar with the poor, etc. ~ ~
Interest subsidy, Current ratio 3.5%, 3.0% and 2.5% .

Dr. Min B. Shrestha Page 11 Dr. Min B. Shrestha Page 12



Agricultural Credit in Nepal Agricultural Credit in Nepal

Bank Credit to Agricultural Sector Sectoral Distribution of Bank Credit

(Rs. billion) Sector 2063064 | 2064/65 | 2065/66 | 2066/67 | 2067/68

FY Total Bank Credit | Total Agri-Credit Share % e Ziga) wem| NTE| ) B

2039/40 4.09 0.85 15.8 Agri 6.0 45 3.3 3.0 27

2044/45 10.41 2.34 29 5 Mines 0.6 06 04 04 04

Production 269 244 219 202 2139

2049/50 26.73 6.39 24.8 Construction 8.3 108 12 106 98

2054/55 81.01 12.80 15.9 e Predue P—

2059/60 139.39 15.22 11.0 Tools & fitting 13 1.7 16 13 12

2060/61 156.80 16.96 10.8 _ i & Fing 4 1 i 22 2
Transportation, Communications &

2061/62 180.50 17.20 9.5 FPublic Services 57 53 46 a7 3.8

2062/63 198.85 15.78 7.9 Wholesaler & Retailers 197 18.2 17 189 208

2063/64 231 84 13.88 6.0 Finance, Insurance & Fixed Assets 6.0 81 97 15 1.0

- - - Service Industries 7.3 €9 58 6.3 6.3

2064/65 306.54 13.88 4.5 p Loan 35 31 = 5 )

2065/66 401.78 13.38 3.3 Local Government 0.0 0.0 0.5 (X 0.2

2066/67 469.33 14.29 3.0 Others 126 15.2 18.5 153 148

2067/68 526.23 14.19 2.7 Total 100.0 100.0 100.0 100.0 100.0

e —
Agricultural Credit in Nepal Agricultural Credit in Nepal

Outstanding Credit of ADEBN _ - - -
(Rs. biltion) Bank Credit to Agriculture in India
Fiscal Year Agri Credit Other Credit Total Credit |Agri Credit Share (%)
(Rs. billion)
2039/40 0.58 0.13 0.70 82.0 Agri Bank
Fiscal Total Bank Agri Credit of | Agri Credit ~ - ~

2044/45 1.79 0.45 2.24 79.8 T Credit Banks Share (%) Agri GDP CreGdtl‘tptowAgn
2049/50 3.25 1.01 4.26 76.3 2}
2054155 .80 2.95 9.77 €9.7 2000-01 5114 503 1.6 4,089 14.5
2059/60 11.58 7.05 18.63 62.2 2001-02 5,897 648 11.0 4,425 14.6
2060/61 12.06 7.66 19.71 61.2 200203 7,292 805 11.0 4,255 18.9
2061/62 12.79 8.39 21.17 60.4 2003-04 8,408 993 11.8 4,830 20.6
2062/63 12.67 9.18 21.86 58.0 2004-05 11,004 1,316 12.0 5,014 26.3
2063/64 9.63 2460 34.23 28.2 2005.06 15,071 1,920 12.7 5,679 33.8
2064/65 9.67 26.90 36.59 26.4 2006.07 19,312 2,547 13.2 6,252 0.7
2065/66 9.10 29.20 38.27 23.8

2007-08 23,619 3,081 13.0 7.163 43.0
2066/67 8.59 31.90 40.46 21.2 00509
5067/68 695 33.40 2039 172 - 27,755 3.756 13.5 7,995 47.0

De- Min 8. Shrestha Foes



Agricultural Credit in Nepal Agricultural Credit in Nepal

Problems in Increasing Agri Credit

1. High profit in other sector credit

2. Small credit and high admin cost in
agriculture credit

3. Lack of sufficient collateral
4. Lack of crop and livestock insurance
5. Lack of commercialization

6. Extension of credit to agri sector not

mandator

Prospects of Increasing Agri Credit
1. Portfolio diversification by banks
2. Long-term investment opportunities

3. Contribution to economic growth and social
welfare

4. Increased additional investment opportunities.

Dr. Min B. Shrestha
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Agricultural GDP Share and Growth Rate

Share of agricultural GDP in total GDP declined from 50
% in 1985 to 35% in 2010

The annual growth of AGDP and NAGDP are highly
variable but remaining an average of about 3% for
the last 10 years.

Agricultural GDP was lowest in 2006/7 followed by
2009/10

Highest AGDP growth occurred in 2007/8 due to good
weather conditions

GDP growth rate is also hovering around average of
3.7 % in the last 10 years

Percentage

Introduction

Agriculture is the backbone of Nepalese economy
providing livelihood for two-third of Nepalese people.

It currently accounts for 35% of the Gross Domestic
Products.

Agriculture is the key entry point for poverty reduction
and ensuring national food and nutritional security of tl
people in Nepal.

Development of agricultural sector brings multiplier eff
in the economy as it provides raw materials for industri
growth

Moreover, agriculture is complex activities with more
than a single sector- provides
foods, medicines, industry, diverse livelihood/employm
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Annual Growth Rate of GDP by economic Status of Food Production

Activities (at constant prices
( P ) * In the last 25 years total cereal food production has

Annual Growth Rate of GDP by economic Activities (at constant prices) doubled from about 4 million tons to 8 million tons.

* Food production has grown at the average rate of 31.5
kg/year during the period

* Among food crops, production and yield of wheat grew
with the faster rate (3.8 and 2.6%).

* Among all crops, the highest growth rate per annum in

Froc}iuction & yield was for potato (7%) & vegetables
5%

* In the last 50 years (1961/62-2010/11), production of
wheat has increased by 11 times and that of rice
production has doubled, despite their relative low yield
as compared to many developed countries.

M Agriculture
M Mon Agriculture

Annual growth rate by GDP (%)

Crop Area, Production and Yield Growth

Trend of Cereal Food Production in Nepal (1984/85-2009/10)

. - lcrops  [Area |Production |Yield |
2,000,000 y=0.031x+ 1577
Feos0d Rice 0.5 1.99 1.49
Pn:d”mwJ Maize 1.32 3.1 1.78
(a2 Wheat 1.27 3.86 2.58
e Total Cereals+ 0.97 257 1.59
oo Potato 3.94 7.22 3.28
o = 1.85 3.68 1.84
oo oso0 Oilseeds 1.31 2.39 1.08
HO%0000 Vegetables 2.85 5.33 2.51
1] 0.000
% g § E g § g g g % g g g g § g g g g g g E E ’§‘ E g +includes rice, wheat, maize, millet, barley
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Production, Yield and Area Growth of Rice and
Wheat (1961/62-2010/11)

| R | Wheat |

% %
1961/62 2010/11 Increment 1961/62 2010/11 Increment

Area 1088 1496 38 112 736 557
Prod 2108 4460 112 138 1698 113c
Yield 1937 2980 54 1230 2310 8¢

Agri GDP weights by Crops and Commodities (%)

Welghts (%}

A g L SO G T A
T E G T EF TS IS #
& g .‘1«‘? & )
Ity < &

Per capita rice production in Nepal

240

180 I \/a
160 | ! \* | \'[ !

140 - LY \ 4

Rice prod (kg/capita)

120 - {

100 T T - -
1961 1968 1975 1982 1989 1996 2003 2010

Investment in Agricultural Sector

Government’s current investment in Agriculture sector is
low as compared to its contribution in national economy
(35% of the GDP). It is ahout average of 5% of Agricultural
GDP

Declining public investment later in the later part of APP
(2003-10) as compared to beginning of APP period (1996-
2002)

Share of agriculture budget coming through MoAC is only
3% of the national budget

Agricultural Research (e.g. NARC) receives less than 0.3%
=



Trend of Agriculture Budget in MoAC and NARC

2000/2001 zovszous)
200142002 zeyzmows)
20022003 eyuzoio)
200:3/2004 (zezerowy)
2004/2005 zowmmos
20052006 zeswrosz)
2006/2007 wesarony)
200772008 zeswrmoiy)
2008/2009 zoyrwosg)
2009/2010 zossmons
2010/2011 zeseress)
201172012 zeszrzess)

Foreign Investment in Agricultural Sector

* Foreign investment in agricultural sector is low as
compared to other sectors (e.g. health and

education)

* Foreign direct investment increased from
1993/94 until 2002. After the cessation of
conflict in 2006, foreign investment slightly

increasing.

= Among key subsectors, foreign investment
remained high in Irrigation until 2006. Then

3.67
3.93
252
241
241
2.65
244
2.47
244
275
31
3.23

14.48
14.71
12.29
1215
11.56
8.77
10.10
9.94
85.89
71
9.31
8.53

0.53
0.58
0.31
0.29
0.28
0.23
0.25
0.24
0.22
0.20
0.29
0.28

agriculture increased its share from 2006-2008

Rsin million

Total Expenditure of Government on Agriculture

14000

Sector (Agriculture, Irrigation, forestry)

Total Expenditure of Government on Agriculture Jrrigation, forestry

AN

159595 1599/00 2000001 ZOOLAOZ 2002/03 200304 200405 2005/06 2006/07 2007/05 2008/09
Source: MoF (20101 & MoAc. (207101

Total Foreign Investment in Agriculture
(agriculture, irrigation, forestry)

TOTAL

L

Source: MoF {2010) & MoAC (2010)



Percent Foreign Disbursement on Agriculture Sector Seeds

(Agriculture, Irrigation and Forestry) « Seed is a vital input for agriculture and a vehicle for
the delivery of new technologies

FOREIGN AID DISSURSEMENT ON AGRICULTURE, IRRIGATION AND FORESTRY,|1284/85-2008,/09)

s0.00 * Good quality improved seed alone increase crop yield
by 20-25 %. Hence seed security is a prerequisite for
food security

I « Efficiency of the other inputs (e.g.
fertilizer, irrigation, labor etc) depend on the quality
¥ om W Agriculturs and genetics of the seeds
gau.uo ::f:"’" * However, past policies including Agriculture
Perspective Plan (APP) did not explicitly
i recognize, prioritize and emphasize seed as the key
1000 input for agricultural development.

e —— * Consequently seed replacement rate is low (<10%)
FEFEF SIS SIS despite wide coverage of improved varieties

Quality Seed Supply and Seed Replacement Rate Fertilizers
(2009/10)

* The level of chemical fertilizer usage 19 Kg/ha in 2007 in
Nepal is one of the lowest in the South Asian region and
in the world (IFPRI, 2010).

* The supply of chemical fertilizers both from AIC and the
private sectors is in steep decline in recent years due to
following reasons;

% Informal supply -Sudden increase of world price of fertilizer after 2007

WSRR % -Cheaper access of fertilizers from across the border due
to subsidy in fertilizers in India.

-Political instahility with unclear policies and high cost of
0 : : : : transportation and handling which makes private sector
Rice Maize wheat Millet Lentil tori Source: SQCC, 2010 participation in fertilizer trade unattractive




Total Sale (MT)

Rs. in ten million

Trend in the Supply of Chemical Fertilizer
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Agricultural Credit Collection, Disbursement
and Outstanding Loan
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Agricultural Credit

Credit is a key constraint to development of productive and
dynamic agriculture

The major formal financial institution for agricultural credit in
Nepal is the Agricultural Development Bank Ltd. (ADBL).

In addition, Nepal has recently seen rapid growth in the
number of savings and credit cooperatives.

ADB/N has moved away from agricultural financing. Credit
flow in 2009/10 was about 4 billion rupees, out of which
10.74 percent was only in agriculture (MoAC, 2010).

Within Agriculture, nearly half of the credit amount went
for agro-industries, marketing and godown purpose (off-
farm).

However, ADBL's share of credit disbursement for on-farm
purposes such as agricultural production, tools and irrigation
shows a decline in recent years

Agricultural Research and Extension

Current Investment in agricultural research is very
low in Nepal (about 0.3 % of the AGDP).

Scientific capacity in agricultural research is
constrained by limited incentives and resources.
Investment per agricultural research is USD
6,000/annum (Gauchan and Pandey, 2011).

Extension system has poor coverage of service
delivery and constrained by the resources

There is a poor linkage of research and extension
systems with university /education systems

A



Agricultural and Livestock Extension
Coverage in 2007

Department of | Department of
Agriculture Livestock

VDC per JT/ITA 2.54 2.70
Households per JIT/ITA 3,204 3,417
Cropped area per 2,606 -
(ha)/IT/TA

Livestock units per JTITA 7,161

Source: Chapagain, (2010)
cited in Pullabhotla etal
{2011)

Subsidy on Fertilizer

* Subsidy on fertilizer was given until 1999. The actual
phasing out of subsidy was started in 1997

* The objective of withdrawal of subsidy is to liberalize
fertilizer trade and reduce huge government monetary
burden.

* The other reasons to withdraw subsidy was to stimulate
increased use of fertilizer by reducing supply constraints.

* However, subsidy was reintroduced in 2008 after food
crisis. The budget for subsidy has been increased
substantially in the subsequent years

+ As an emergency response to the huge shortfall in fertilizer

supplies in 2008, the GoN reintroduced a subsidy scheme
for fertilizers in order to tackle the problem of dwindling
fertilizer supplies.

Subsidy (Rs. in million)

3,000.00

2,500.00

§
8

1,500.00

§
8

Subsidy on Inputs

Currently GoN is providing subsidy on fertilizer, food
grain transport and on seeds initiated from this year
(2068/69).

In FY 2068/69 subsidy for Fertilizer is allocated about Rs
2.75 billion and Rs 100 million for the seeds.

Indirect subsidies are also given on small irrigation,
source seed production, seedlings supply &
transportation and other inputs (pesticides,
machineries)

Unlike in India, output subsidies (minimum support
price for food grains) for farmers are not given in Nepal

Trend of Subsidy in Chemical
Fertilizer

g
g

N T

R U e

R



Subsidy in Food Distribution

Government of Nepal is regularly providing
transport subsidy on major food grains to meeting
food security needs of the people in the remote
regions

Demand and focus of the food distribution is for
mainly rice.

Currently (2011-12) GoN has allocated a budget of
Rs 48 crore (subsidy) to transport food grains in 23
districts. The subsidy budget is declining in the
recent years.

Development of new road networks in remote hills
and mountains has reduced the burden of food
transportation and subsidy budget allocatioon

Market Support

* There is no direct public support in marketing of
agricultural outputs in Nepal.

* NFC procurement of wheat and paddy at MSP was
finally discontinued during the Tenth Plan (2002—
2007), and since then it has procured food grains at
market prices, usually from traders and open markets

The factors affecting agricultural marketing are

(a) the constraints to physical accessibility posed by the
terrain as well as underdeveloped road and transport
infrastructure

(b) both official and unofficial agricultural produce trade
across the open border with India

93
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