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FOREWORD

While it is a widely known fact that agriculture is the most important economic sector for development 
with contribution of over 30% to GDP and over 65% of employment for Nepal, it might be a lesser known 
that the sector is the worst faring with only 2.9% growth rate through 2006-2015, as compared to 3.2% in 
industry and 5.3% growth in services. And investment of commercial banks in the sector hovered just over 
7% in 2015.

Several technological and knowledge-based barriers impede Nepal’s transition into large-scale agriculture. 
Such a transition would require larger investments in the sector along with specific and targeted 
assistance to a range of stakeholders in both demand and supply sides of the value-chain. This means that 
financing in agriculture needs to move up to corporate/SME financing from rural/micro financing.

While commercial banks' investments in agriculture have grown, these are heavily focused on 
post-harvesting financing. Agricultural imports are ever increasing, over 50% of the population 
economically involved in the sector are still in the subsistence level, and food security is a looming issue. 
There are a number of policy related and non-financing challenges that need to be addressed in order to 
facilitate medium and large-scale financing in agriculture sector, specifically pre-harvesting. 

In this study, White Lotus Centre assessed key constraints that a�ict the overall investment climate in the 
agricultural sector in Nepal. Taking into account the insights of various key stakeholders, this report 
highlights opportunities, challenges and a way forward for facilitating medium and large-scale 
investments in the agriculture sector.

In the process of preparing this study, it became apparent that challenges in improving investment in 
Nepal’s agriculture are not a stand-alone issue. It is inextricably tied to larger barriers including 
infrastructure, energy and labour. However, there is a range of minor policy and soft issues that can be 
addressed without delay, which will bring immediate change in scaling-up investments in the sector. These 
issues were vividly discussed by major players – relevant government agencies, bankers, entrepreneurs 
and experts – who, together, agreed on a set of recommended actions, and identified lead and facilitating 
bodies to take these actions forward.

We are grateful to Asian Development Bank, specially Mr Kenichi Yokoyama, Mr Raju Tuladhar, and Mr. 
Arun Rana, for availing us the opportunity to study this vital sector of the Nepalese economy. We are 
confident that our findings will inform the support ADB extends to the sector in future. 

Finally, I would like to thank Mr. Parshuram Kunwar Chhetri, for his invaluable input as the technical lead of 
this study.

Kapil Tamot
Managing Partner (Project Lead SC 106625 NEP)
White Lotus Centre
August 2016, Kathmandu



EXECUTIVE SUMMARY

Overview
Financing in the agricultural sector in Nepal began in the mid-1950s. However, even after 60 years, there 
has not been significant improvement in lending methodology, appraisal technology and on risk-sharing 
mechanism in the agricultural financing sector in the country. 

In October 2010, Nepal Rastra Bank (NRB), the country’s central bank, directed commercial banks to plan 
to lend a minimum of 20% of total loans and advances in specific productive sectors and subsequently, 
the banks were mandated to lend to specific sectors with a minimum of 12% of total loans and advances 
to be invested in agriculture and energy sectors. Although the announcement was a positive step towards 
improving medium and large scale investment in the agricultural sector and has encouraged investments 
in the post harvesting side of agriculture, this has not generated much enthusiasm among the Banking 
and Financial Institutions (BFIs) in the pre-harvesting financing.

The Assessment Charge
This assessment presents the opportunities, challenges and way forward for improving medium and 
large-scale investment in the agricultural sector in Nepal. Through a qualitative research with key stake-
holders – government o�cials, banking representatives, development partners, agribusiness entrepre-
neurs, and relevant non-governmental organisations – this assessment identifies the key constraints that 
are impeding larger investments in the sector. Taking constraints into account, these stakeholders came 
together to discuss and agree a series of policy-level recommendations, while also creating an environ-
ment that draws BFIs and entrepreneurs to invest in the sector, and identified lead & facilitating agencies, 
from public and private sector, to implement those recommendations.

Objectives of the Study
The objectives of this assessment are to:
• Assess the opportunities for improving investments in agribusiness in Nepal by looking at the eight 

agriculture sub-sectors, as classified by the Central Bank;
• Assess the key constraints that are impeding the improvement of the overall investment climate in 

Nepal in the agriculture sector;
• Study the emerging innovative agribusiness financing models in Nepal and compare them to the best 

practices around the world, and identify missing links to enhance investments in Nepal;
• Recommend policy-level interventions on the viable financial modalities for Nepal; and
• Identify specific and targeted interventions to be supported through technical assistance.

Recommendations
Based on the findings on the key constraints impeding larger investments in the agriculture sector in 
Nepal, this study makes following recommendations on policy-level interventions and through technical 
assistance (TA):

Policy-level interventions
• Providing the same credit relaxations that have been provided to other specific sectors like hydropower, 

cable cars, cement, etc. to the agriculture sector financing. Introduce a specific directive for agriculture 
sector financing.

• Incentivising BFIs on pre-harvest financing. 
• Improving DCGC product on credit guarantee for agriculture loans in consultation banking associations.



• Prioritising the promulgation of the Agribusiness Promotion Act.
• Fast-track of effective implementation of Agriculture Mechanisation Policy – extending subsidies to 

spare parts of farming equipment, and relaxing restrictions for BFIs on ownership transfer of tractors 
for the purpose of recovery of defaulted loans. 

• Creating financial modalities that incentivise investment in high-value and specialised agro-products.
• Introducing schemes that insure crops at a higher value than the input cost.
• Introducing a minimum support price for major agro-products in order to encourage scaling up of 

agricultural production.
• Creating a mechanism that identifies and expedites the implementation of policies that are crucial for 

the agriculture sector.

Interventions through TA
• Enhancing knowledge and capacity in both demand and supply sides.
• Creating synergy by facilitating effective interactions among key stakeholders to come up with a 

constructive plan of action to encourage investments.
• Creating a mechanism for recurring constructive dialogue and consultations among three key stake-

holders – government, bankers and entrepreneurs.
• Encouraging and supporting business innovation for niche products.
• Social marketing to defy un-glamorisation of agriculture.

While there are numerous minor, but important, policy constraints, equally importantly, there are soft 
interventions through TA that are required to bridge gaps in terms of knowledge, capacity, dialogue, 
synergy, and business innovation. 

All participants met while preparing this study expressed that, above all, the agro-industry must be 
promoted through special treatment given its importance, potential, and Nepal’s geo-political position 
vis-à-vis her neighbours. They unanimously agreed that financing is not the real and standalone challenge. 
Non-financing aspects mentioned above and discussed in the report are impeding factors in increasing 
investments at commercial scale in the sector. Thus, policy and soft interventions need to go hand-in-hand 
in order to facilitate investments at commercial scale from private sector commercial banks, particularly in 
pre-harvesting of agriculture.
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1. INTRODUCTION
 

1.1 Agriculture Development Strategy (ADS)
Nepal’s growth performance slowed down sharply from a 4–5% per annum in the 1980s and 1990s to an 
average of only 2.9% per annum from 2001 to 2006, when the same for other South Asian countries grew 
by 6–7% per annum1. The most recent data shows that while Nepal's GDP, on average, grew at 4.3%, 
through 2006-2015, the same for South Asia was at 7.1%. Moreover, when looking at the growth in Nepal’s 
economic sectors, agriculture emerges as the sector faring the worst. For example, through 2006-2015, 
the agricultural sector had the lowest growth rate at only 2.9% against 3.2% growth in Industry and a 
considerably higher growth rate of 5.3% in the Services sector.

The pace of economic transformation in Nepal has also been slow. While there have been developments in 
infrastructure, energy, manufacturing and service sectors, agriculture remains as one of the most import-
ant sectors for economic activity of the country. The contribution of agriculture to gross domestic product 
(GDP) is about 34 percent and it directly supports more than two thirds of the population. This contribu-
tion of the sector, of 65-70 per cent of employment and to GDP along with its significant share in exports, 
is vital to national economy.

The Government of Nepal (GON) has, thus, identified agriculture as a key sector, and its commercialization 
as a key component to meet economic challenges. Important considerations in this aspect are forward 
and backward linkages that interlink agriculture with the industrial sector. For example, advancements in 
agricultural manufacturing that comprise processing, a move from raw produce to higher value products 
such as juices etc. and packaging presents a very high potential in Nepal. But the fact remains, that the 
sector has not been able to attract investments at the level that is required, and from the financial institu-
tions that are able to, in order to facilitate the above. Such transformations and reinforcements in the 
agriculture sector would undoubtedly make significant contributions to not just the GDP but also create 
the much-needed lucrative employment, thus providing Nepal with a chance to enjoy a fair share of return 
for its country's resources, both in terms of higher value for its agricultural produce and utilisation of its 
human capital.

With this focus to transform the agricultural sector, in November 2015, GON launched the Agriculture 
Development Strategy (ADS) to guide the development of Nepalese agriculture sector over the next 20 
years. A 10-year action plan, envisages a transformation of the national agricultural sector – “a self-reliant, 
sustainable, competitive, and inclusive agricultural sector that drives economic growth and contributes to 
improved livelihoods and food and nutrition security leading to food sovereignty". 

The ADS includes 4 outcomes, 35 outputs and 232 activities, and has set a few important medium term 
(10 years) targets as below: 
• Achieving self-sufficiency in food grains from 5% trade deficit in food grains to 0-5% trade surplus;
• Increase year round irrigation from 18% to 60%;
• Increase agribusiness’ share in gross domestic product (GDP) from 10% to 14%;
• Increase average annual growth of Agricultural GDP from 3% to 5%; and 
• Reduce rural poverty from 27% to 16% 

In order to achieve these targets, particularly related to agriculture’s contribution to the GDP and poverty 
reduction as stipulated in the ADS, agri-products need to meet the required standards and be available in 
both domestic and international markets. For that to happen, the agricultural sector needs to turn into a 
business, moving up from a subsistence economy and attracting further medium and large-scale invest-
ments from the private sector, particularly in pre-harvesting including investments in mechanisation and 
modernisation of the sector.

1 "Nepal Critical Development Constraints." Country Diagnostic Studies (2009): n. Page 78-79., See Annex 3



2 For the purpose of this study, “medium- to large-scale agriculture investment” is taken to be investments in excess of $100,000. 

1.2 Scope of this Study
In this context, the ADB commissioned White Lotus Centre (WLC) to carry out an assessment on the 
opportunities, challenges and way forward for facilitating medium and large-scale investment (or 
financing).2 

Such investment from banks would mean that the sector will now require going through corporate 
financing that can be received only from commercial banks, and to a certain extent, national level 
development banks. So far, in terms of outreach, investments in agriculture have largely been through 
micro/rural financing in which financing institutions can undertake activities such as social mobilisation, 
capacity building, trainings, networking, etc. In corporate financing, banks do not get involved in the 
technical assistance and their mode of operation is very di�erent, particularly in the due-diligence 
process. 

1.3 Methodology of the Study
For the study, WLC carried out a series of qualitative surveys through focus group discussions (FGDs) and 
one-on-one interviews, analysis of industries, and review and assessment of national as well as global 
innovative financing models to come up with a list of financing mechanisms that could work and benefit 
our entrepreneurs/farmers in the process of commercialising agriculture sector in Nepal. 

The activities included:
• Four FGDs, involving 26 key individuals, with representations from:
 ~ Entrepreneurs in agribusinesses;
 ~ Commercial and development banks, and the Small Farmers Development Bank (SFDB)and its   

 beneficiaries;
 ~ Non-Governmental Organisations and development programmes working in the agriculture sector;   

 and 
 ~ Commodity associations.
• 30 one-on-one meetings with relevant representatives of the government agencies, the central bank, 

government banks, private commercial banks, the World Bank, insurance companies, development 
programmes, apex business bodies, commodity associations, private equity fund management firms, 
large-scale agri-entrepreneurs, key business houses, and experts in agribusiness financing.

• Analysis of the major industries in Nepal that use agro-forestry products.
• Review of emerging and innovative global agribusiness financing models and best practices in Nepal 

and globally.
• Designing, planning and management of an interactive workshop with Nepal’s key players – from key 

government agencies, bankers, insurers, large agri-entrepreneurs and national NGOs working in agricul-
ture development – in order to agree a set of policy and not policy-level recommended interventions, 
and to identify lead and facilitating agencies to implement these recommendations.

As a result of these exercises carried out based on the scope of the work, this report identifies the 
opportunities, challenges and way forward for facilitating medium and large-scale investment in the 
agriculture sector in Nepal.
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3  “Interim Report” Agricultural Sector Development Program Interim Report. ADB. Page 5-7, 2015, See Annex 3

2. OVERVIEW OF AGRIBUSINESS IN NEPAL

2.1 Opportunities for Improving Investment in Agribusiness in Nepal
As already stated, the role of agriculture in Nepal's economic transformation is vital, considering its 
contribution to the GDP and domestic employment that caters to the non-urban population at large. The 
sector, thus, needs to be adopted as the national priority promoting agro-industry through special 
treatment. Moreover, various sectors within the agriculture sector itself are highly interdependent 
presenting opportunities for value-chain developments within and across the sub-sectors, specifically with 
regards to agricultural manufacturing that will help add value to domestic agricultural production and 
thus contribute to the potential to obtain higher price for Nepalese products internationally. 

Again, within the agricultural sector, cropping, livestock, fishing and forestry subsectors depend intimately 
on land, soil and water. Cultivable agricultural land is estimated at 2.6 million ha with 1.3 million ha 
irrigated and a further 400,000 ha potentially irrigable. About half of the current cultivable area is 
rain-fed. 

However, Nepal’s agriculture is characterised by both low productivity and low commercialisation. Annual 
growth of agriculture sector product, which is far more variable than national, peaked at 4.6 percent in 
2012 but fell quickly to only 1.1 percent in 2013; it is now projected at 2.5 percent for 2016. With the rural 
economy growing at 3 percent and the rural workforce at 1 percent, productivity is rising on average, 
although there is substantial variation across sub-sectors, industries and regions.3 

2.1.1 Current scenario in agriculture sector, and scope for expansion and scaling up
The Nepal Rastra Bank (NRB) has classified the agriculture sector in Nepal, from the point of view of 
investment, under the following eight categories:

1. Agriculture and forestry
2. Fishery related
3. Agriculture related machinery/tools
4. Fertilisers
5. Seeds
6. Animal and poultry feeds
7. Agro-product storage
8. Processing of tea, co�ee, ginger and fruits, and primary processing of domestic agro-products.

In this section we present the current scenario of these categories, their impact on overall domestic 
agribusiness, and present examples of important data on imports and domestic production of a few key 
agricultural products. As the data show, in Annex 3, Nepal is highly dependent on imports of certain 
products, despite potential to increase productivity domestically.

Agriculture and forestry: A review of the imports and domestic production data for fiscal years (FY) 
2013/14 and 2014/15 shows that, except for the production of rice, domestic production of all other items 
increased during the FY 2014/15. We discuss below status of some major items and their scope for scaling 
up and expansion.

Domestic production of potatoes, a major vegetable item, and other vegetables increased with improved 
productivity despite cultivated land. However, imports of potatoes as well as other vegetables also 
increased in spite of increase in domestic productions.
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Fruit production increased with improved 
productivity and increased cultivated land. This 
has resulted into decrease in imports of fruits.
Import of lentils and dairy products in value 
increased despite decrease in volume of imports. 
However, imports of sugar and sugar 
confectionery, and ginger decreased noticeably4.

The data for exports and domestic productions of 
tea, co�ee, ginger and lentils, which are amongst 
Nepal's major export items also shows that 
domestic production of all the items except lentils 
increased with enhanced cultivated land and 
improved productivity during FY 2014/2015. 
Domestic production of lentils also increased with 
improved productivity despite decrease in 
cultivated land5. 

While export of tea and lentils reduced, exports of 
co�ee and ginger increased during the year. 
During the same time, Nepal also imported tea 
(375 MT, NPR 94 million), co�ee (111 MT, NPR 57 
million) and ginger (442 MT, NPR 91 million).

The table presented in Annex A3.3 also shows 
exports of juice along with its raw materials that 
are included under the heading preparations of 
vegetables, fruits, nuts or other parts of plants and 
edible fruits and nuts: peel of citrus fruit or melons. 
These figures also suggest that Nepal has a huge 
potential to enhance export of fruits and 
substitute import of its raw materials. 

As for forestry products, upgrade in Nepalese 
medicinal and aromatic plants (MAPs) production 
presents tremendous commercial potential as 
popularity and demand for natural and organic 
products is growing globally. Opportunities can be 
seen not only in raw production, but ample more 
in value-chain development – processing, 
marketing, establishing supply chains, research & 
development and so on.

The data for past two fiscal years show that 
import of MAPs has decreased during FY 
2014/2015. However, despite the decrease in 
volume of its export, export value has increased6. 

The average import and export prices, for MAPs, 
increased from NPR 364.45 per Kg and NPR 296 

The major staple
Rice is the single largest import and 
domestic production item. Import of rice 
increased by about 44% during FY 
2014/2015 but domestic production 
decreased with corresponding reduction in 
cultivated land and productivity. Import of 
rice accounts 71%, and rice, wheat & maize 
account 98% of total cereal imports. These 
are the major raw materials for 
agribusinesses such as feeds, noodles, 
biscuits, etc. 

Stakeholders suggest that modern mills will 
reduce rice breaking from 40% to 15% in 
comparison to traditional mills. Rice is 
mainly grown in twenty districts in the Terai. 
If five such modern mills are established in 
each of these twenty districts, total fixed 
capital investment requirement will be NPR 
5 billion at the capital cost of NPR 50 
million per mill on an average. Almost the 
same amount of investment is required to 
build silo for the storage facility. Storage of 
food grains at the time of harvest is another 
problem being faced by farmers and 
entrepreneurs. Due to a lack of storage 
facilities, the produced rice finds way to 
neighbouring countries immediately after 
harvest and the same rice is re-imported 
later into the country.

per Kg, respectively, in FY 2013/2014 to NPR 
440.68 per Kg and NPR 378.67 per Kg, 
respectively, during the FY 2014/2015. 

Higher import prices than export prices attest to 
the fact that Nepal has been exporting raw MAPs 
at lower prices and importing processed MAPs at 
higher prices. This also suggests that Nepal has 
remarkable potential to increase exports and 
substitute imports by adding value to the 
processing of MAPs. Banks have lent almost 60% 
of the total agricultural loans to this sub-sector.  



Fishery related: The status on domestic production and imports of fish/fishery related products is as 
under:

Nepal has imported fish and fishery products at around 15% of the total consumption and there is a 
potential to substitute imports of over NPR 1 billion, annually. Looking at lending, the commercial banks 
have lent more than 1 billion (1.35% of total agricultural loans) to this sub-sector.

Agriculture related machinery/tools: It is widely recognised that mechanisation of agricultural sector is 
very important to reduce cost and improve productivity. Due to less attraction of many people, 
particularly the youth towards agriculture, and increasing migration, there is a shortage of manpower in 
this sector. Mechanisation is expected to address this issue resulting into higher domestic agricultural 
production, substituting imports and enhancing exports. 

NRB has accorded priority in financing agricultural related machineries/tools, as the financing under this 
sub-sector qualifies for productive sector lending, as mandated by the institution. Accordingly, banks have 
lent around NPR 1 billion (1.01% of total loans extended to agriculture sector) in this sub-sector.

Fertilisers: In order to enhance agricultural production and productivity, use of chemical fertiliser has been 
an important input over the years. Nepal has imported fertilisers as under:

There is a potential to set up chemical fertiliser factories, which would substitute annual imports of over 
NPR 15 billion. However, this requires uninterrupted supply of energy, in abundance, which Nepal is in 
deficit at present. In view of many projects being under construction/in the pipeline, Nepal is projected to 
have electricity surplus during summer season, in three years' time. At this stage, this potentiality can turn 
into reality.

Seeds: Use of improved seeds is vital in enhancing productivity and agricultural production. The status on 
domestic supplies of improved seeds in the last 3 years is as under:

Table 1. Domestic production and import of fish/fish related products

Source: Trade and Export Promotion Centre and Economic Survey (2014-2015)

Fiscal Years

2013/2014

2014/2015

Domestic Production (In MT)

65,770

64,400

In NPR million

1,081

1,153

In MT

11,269

11,234

Import

Table 2. Import of fertilisers

Source: Trade and Export Promotion Centre

Fiscal Years

2013/2014

2014/2015

In NPR million

14,733

15,708

In MT

314,097

327,409

Table 3. Domestic supply of improved seeds and its growth

Source: Economic Survey (2014-2015)

Fiscal Years

2011/12

2012/13

2013/14

In MT

2,964

3,670

7,290

Growth (%)

-

23.8%

98.6%
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Improved seeds have been developed for specific locations e.g. Terai, low hills and high hills. The above 
data also suggests that there has been an increased awareness among the farmers about improved seeds. 
While loans extended by commercial banks to this sub-sector are nominal, at around NPR 60 million, 
there exists a considerable potential to increase investment in development of improved seeds, especially 
when awareness of the same is enhanced among farmers.

Animal and poultry feeds: According to stakeholders involved in the feed industry in Nepal, major raw 
materials for feeds are maize (40 to 45%), wheat (25 to 30% depending upon the price of maize), oil cake 
(20 to 30%) and rice bran/de-oiled rice bran (10 to 15%). According to them, they import their raw 
materials as under:
• Maize at around 80% of the requirement 
• Oil cakes more than 90% of the requirement
• Wheat and oil cake: around 50% of the requirement
• Rice bran: around 25% of the requirement depending upon the amount of rice imports

A review of imports and domestic production of these raw materials over the last two fiscal years shows 
that import of wheat, to some extent, has been substituted by increased domestic production during the 
year 2014/2015, with increased area of cultivated land and improved productivity and reduced import7. 
However, the opposite is true in case of domestic production and import of maize during the same fiscal 
year. 

Nepal has good potential to substitute increasing import of oil cakes by increasing domestic production of 
edible oil through increased production of oil seeds. Commercial banks have lent almost NPR 3 billion 
(3.37 % total agricultural loans) in this sub-sector. 

Agro-product storage: Almost all entrepreneurs and representatives of commodity associations we 
consulted cited that a lack of proper warehousing facilities, especially those with controlled temperatures, 
is one of the primary drawbacks that plague the agriculture industry in Nepal. Post-harvest loss, just of 
fruits and vegetables, ranges between 20-40%.

Cold storage is an indispensable part of the farm-to-market chain to create value in agricultural 
commodities. In absence of appropriate storage facilities, farmers are compelled to sell their produce at 
low prices during harvesting period. Storage of agro-products will help stabilise market prices by evenly 
distributing goods on both demand and time basis.

The dairy market is growing and chilling centres operated by the government’s dairy agency are being 
phased out, and the work is being outsourced to private and cooperative chilling centres. Additionally, 
Nepal is now almost self-dependent on chicken meat, the demand for which is growing. Given these 
factors, cold storage facilities for agro-products have become even more important. The government 
provides 50 per cent subsidy on consumed electricity and selected machinery parts, and an interest free 
loan (100% interest grant) for the first five years through government banks.

Currently, there are a total of 49 cold storages in Nepal, with an average storage capacity of 3,000 metric 
tons. According to entrepreneurs we consulted, there is an easy demand for at least 25 such facilities in 
the country. The cost of one facility would be around NPR 50 million without the cost of land. 

Commercial banks have extended close to 2% of total agriculture loans (NPR 1.6 billion) to this sub-sector.

Processing of tea, co�ee, ginger and fruits, and primary processing of domestic agro-products: This 
sub-sector has received significant attention from the BFIs. Commercial banks have lent almost one third 
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(NPR 26.7 billion) of total loans extended to agriculture sector to this sub-sector. Major reason why banks 
are attracted towards financing this sector is that, there is no risk left for production of primary raw 
materials. Both banks and entrepreneurs appear to be comfortable in investing agro-processing 
businesses as the risks inherent in processing the primary raw materials and sales of the finished products 
are perceived to be acceptable.

2.2 Scope for Expansion to Use Domestic Resources
The above facts and data, in Annex 3, are clear demonstrations of the tremendous business opportunity 
that is available in the agriculture sector in Nepal. 

As discussed above, the figures for imports, exports and domestic productions of some major agricultural 
products suggest that there is a huge potential to substitute imports and enhance exports. For example, 
import of cereals alone grew by around 37% during FY 2013/14 and by 23% during FY 2014/15. 

Meanwhile it is important to note that Nepal’s agro-products compete with China and India, where their 
respective governments provide numerous encouraging benefits – subsidies and incentives – to farmers 
and entrepreneurs. This makes their production highly competitive in the market. Nepal’s current policies 
create some imposing constraints while competing with Chinese and Indian markets. While we need to 
address the gap in the existing policies that a�ect investment in the agriculture sector, from the point of 
view of this task, there are a few actions, policy related and others that can be taken immediately. This is 
likely to increase financing from banks in key sub-sectors, as discussed above, resulting in increased 
production as well as increased competitiveness in the international market.
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3. CHALLENGES

3.1 Overall Investment Climate in Nepal
Nepal has committed to sustained growth for income and employment, poverty alleviation, and improved 
income distribution. And despite a number of undertakings by the government to pursue these goals, not 
enough has been done to mitigate all the issues. A study carried out in 2009 has identified the following 
as critical constraints to growth8.

• Weak governance, political instability with prolonged transition and slow recovery from civil 
war/conflict

• Inadequate infrastructure, particularly related to electricity supply, irrigation, and transport
• Poor industrial relations and labour market rigidities
• Inability to address market failures, leading to slow structural transformation
• Constraints to financing

Many of the critical constraints to economic growth are interlinked. Only when the political situation is 
stabilised can aspects of governance regain their levels prior to the conflict. Insu�cient infrastructure 
provision is a key constraint and a cause for high costs of doing business; however, substantial 
improvements in infrastructure will require an improved law-and-order situation, control of corruption, and 
enhanced government e�ectiveness. 

The return of stability, improvements in governance, and development of infrastructure may not be 
su�cient to attract investment unless they are accompanied by marked improvements in industrial 
(employer–employee) relations and reductions in labour market rigidities. However, the root causes of 
poor industrial relations also have political economy and governance underpinnings. Removing these 
three constraints—weak governance, inadequate infrastructure, and poor industrial relations—will result in 
increased private investment from domestic and foreign sources. But, to ensure growth that is balanced 
and sustainable at a high level, the government will also need to address market failures to encourage 
investments in expanding and diversifying manufacturing and exports and in upgrading technology.

Overcoming a number of these constraints, particularly inadequacies in infrastructure and inequalities in 
access to opportunities, will require substantially increased levels of development and recurrent 
expenditures, which may be greater than the resources available. The urgency of addressing these 
constraints is even greater in light of the positive impact it will have on Nepal’s economy and people.

Nevertheless, there are positive developments. The promulgation of the new constitution in September 
2015 has contributed to presenting Nepal as transitioning to a more stable political environment. This is 
likely to encourage investments building international confidence, and consequently, playing a role in 
attracting Foreign Direct Investments (FDI).

Revival of the hospitality sector has already taken pace. International groups such as Taj Hotels Resorts 
and Palaces, Sheraton and Marriott are entering the country with tens of billions of rupees of investments 
supplementing large domestic ventures. Such investments in this sector will have direct impact on 
agriculture market.

Further, major progress is soon expected in hydropower, which has become a priority sector for 
investments. To meet the increasing demand for electricity, the Government has targeted a cumulative 
installed capacity of 10,000MW, through hydropower projects, by 20269. 
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As per the Investment Board Nepal (IBN), 46 percent of the total FDI pledged comprises of energy-based 
projects. A major development in this sector has been the Power Trade Agreement signed with India and 
the Project Development Agreements (PDAs) signed with two Indian investors, GMR Ltd. and SJVNL, for 
the development of two major hydropower projects, Upper Karnali and Arun III, respectively. Combined 
capacity of both these projects is 1800 MW. Negotiations are also under way, between IBN and another 
developer, for the Storage-based West Seti Hydropower Project with a capacity of 750 MW. 

Apart from domestic and international private companies, the energy sector has also attracted 
investments from international development partners and multilaterals. For instance, the Upper Karnali 
Project involves International Finance Cooperation (IFC), Japan International Cooperation Agency (JICA), 
European Investment Bank, OPEC Fund for International Development (OFID), ADB and CDC Group 
(Commonwealth Development Corporation, a private sector arm of Department for International 
Development (DFID)) along with BFIs from Europe, as its lenders – investing US$ 1.1 billion in the project. 
Recently, the World Bank and ADB have expressed an interest to provide $1 billion, considered to be the 
largest loan in the energy sector, under Development Policy Credit in Energy to Nepal.

Moreover, as per Nepal Electricity Authority (NEA), projects under construction, with combined capacity 
of 1,330 MW are expected to be completed by 2020. This, along with the planned and proposed hydro 
projects with a total capacity of 2177 MW10 can fill the energy deficit11. Once completed, results of these 
developments will ease many of the challenges that the agriculture sector is currently facing.

Along with these positive developments in some of the major economic sectors, e�orts are also being 
made towards the employment sector by addressing workers' rights and poverty issues. A bill has recently 
been tabled in the Parliament to replace the existing Labour Act and Social Security Bill. The proposed bill 
is expected to address areas of basic health service, education, food security, environment, drinking water 
while also addressing utilisation of forests and forest products, energy, income generation programmes, 
protection of seeds and insurance in agriculture and other programmes12. 

3.2 Overall Investment Challenges for the Agriculture Sector
As mentioned earlier in the document, in Nepal, agriculture is still primarily geared towards subsistence 
farming rather than commercial farming. This can be attributed to various factors including lack of both 
skilled and non-skilled labour, lack of essential infrastructures like roads, irrigation and post-harvest 
storage facilities, lack of technological advancement and its incorporation. The lack of reliable sources of 
energy, namely electricity and fossil fuels, is also a major roadblock in the upgrading and expansion of the 
agriculture sector. Below, we present two cases that reflect some of these challenges.

• The storage case of potatoes: Our consultation with a large potato chips manufacturing company 
belonging to one of the largest business groups of the country revealed that they import all potatoes 
(weekly consumption of around 50 ton) from India. These potatoes, which are of special quality with 
low sugar content, are not grown in the country. When asked why such a big company is not trying to 
grow such potatoes, within the country locally, by providing farmers with appropriate seeds and 
knowhow, they reported that they did try to do so but were handicapped by lack of appropriate cold 
storage facilities in the country that is required to store potatoes immediately after harvest. 

 Further, the company considered building such cold-storage warehouse facilities in areas where the 
potatoes could be grown but then they were faced by the problem of power outage, as electricity 
supply is essential to run such facilities. To sum up, the constraints in investment, in this particular 
agriculture product, is not due to unavailability of the project or the financing itself, but due to a 
challenge – in this case electricity – that entrepreneurs or banks cannot resolve. 
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Production cost – a case in point
Due to non-implementation of the Land Use 
Policy, vast amounts of arable land remain 
fragmented. Furthermore, subsidies 
provided to Nepalese farmers are not 
competitive enough against those provided 
to the farmers in India and China by their 
respective governments. As a result, 
Nepalese agro-products have higher 
production cost and, thus, struggle to 
compete with cheaper imported products 
from northern and southern neighbouring 
countries. 

• The unfortunate case of imported product in 
dairy: A powder milk plant with capacity of 
processing 100,000 litres of milk and producing 
ten tons of powder milk per day on a single 
shift (8 hours) was set up in Chitwan, at an 
initial project cost of around NPR 700 million. 
On one hand, it helped to address the problem 
of ‘milk holiday’ (i.e. excess production of milk); 
and on the other, farmers were increasing their 
milk production, thereby, directly contributing 
to development of rural economy. The plant 
operated at 40% of its capacity in the first year 
as it needed to manage supply chain, from 
farmers, in the initial period. 

In the second year, the plant was able to operate 
in two 8-hour shifts and process up to 200,000 
litres of milk per day. Then the problem began – 
international prices of powder milk started to fall 
considerably. The plant was selling powder milk at 
around NPR 10,500 per bag (25 Kg) but now had 
to compete with imported product sold at around 
NPR 7,500 for the same quantity. And, due to the 
limited shelf life of milk, the plant had to sell it at, 
as low as, NPR 6,000 per bag to clear the stock, 
which ignited a negative chain reaction – the 
company was not able to pay the farmers on time 
– the supply reduced and so did the level of 
production, but the competition in the market 
kept getting tougher. 

In order to ease the situation, the government 
allowed 50% discount on Value Added Tax (VAT) 
that is applied on all milk products, other than 
liquid milk and curd. The minimum valuation for 
powder milk was raised to NPR 150 per Kg from 
NPR 75 for levying import duty purpose. However, 
due to World Trade Organisation (WTO) 
compliance, the government was not able to 
increase import duty on powder milk. 

The company did try to run the plant in the third 
and fourth years at lower capacity due to the 
supply and competition reasons, but eventually, in 
August 2015, the company had to close down the 
plant. The promoters of the plant are repaying the 
bank loans from their personal sources and the 
plant is now on sale.

The cases presented here illustrate some of the 
challenges associated with growth and 
development of the agricultural sector in Nepal. 
We summarise, in the section below, key 
challenges that individuals and groups, we 

consulted with, underlined that are crucial to be 
addressed in order to create an optimum 
environment for sustainable medium and 
larger-scale investment in the agricultural sector.

3.3 Specific Financing Challenges for 
the Agriculture Sector
While the general climate for investment needs 
fundamental improvements, our consultations 
with key actors have demonstrated that financing 
from banks in the agriculture sector is not a 
standalone issue. Issues such as land lease and 
land holding policy, technology, infrastructure, 
packaging and branding, high cost of production, 
lack of labour, etc., have direct impact on the 
motivations of investors from the private sector. 
Overall financing in agriculture sector is linked to 
other government policies such as trade, taxation, 
lack of policy or fiscal incentives, etc. 

In addition to the above-mentioned challenges 
that have been discussed in many occasions in 
various studies, challenges specific to attracting 
medium and large-scale financing exist. It is an 
obvious fact that an enabling environment needs 
to be created in order to attract private sector to 
invest in pre-harvesting side of the agriculture 
sector. Enhancing productivity, thereby, reducing 
cost of production, facilitating financing 
environment and addressing major business risks 
are crucial factors for creating a conductive 
environment for private sector investment. Equally 
importantly, there are a series of other soft 
(non-financing) issues, both at demand and 
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supply sides that impede medium and large-scale pre-harvest financing in the agriculture sector in Nepal.

3.3.1 NRB directives
Some existing NRB polices are not compatible with financing to agricultural sector, or do not provide the 
same policy relaxation for agriculture projects that are provided to the infrastructure sector (hydropower, 
cable cars, cement etc.), which allows the rescheduling and restructuring of loans, without additional loan 
loss provision, limiting BFIs’ willingness to invest in agriculture sector.

• Credit relaxation: Restructuring of loans extended to infrastructure projects of national importance 
such as hydropower, cement, cable car, etc. can be done without any additional loan loss provision, 
whether it is caused by increase in interest rate or cost of the project or capacity of the project. Such 
relaxation has not been provided for loans extended to agriculture sector except in the case of poultry 
farming where loans need to be restructured or rescheduled if the business is a�ected by bird flu.

• Quarterly statements: Existing NRB policies require BFIs to obtain stock and receivable statements at 
least quarterly for all working capital finances. It is not practical to obtain such statements if BFIs 
finance farmers to produce crops, as there is no stock or receivables at the time of loan monitoring. 
Such requirement should be removed for agricultural borrowers.

• Loss provision: BFIs are required to make higher loan loss provision if borrowers are not able to pay 
due interest and principal for more than one month. Agriculture borrowers will be able to pay interest 
and principal only after harvesting of crops. Given this, in order to motivate BFIs to finance crops 
production, they should be allowed to capitalise interest up to a certain period that needs to remain 
flexible, from the date of harvesting.

Banks finance projects only when they are convinced that projects will be able to generate enough cash to 
repay loan obligations. Issues discussed above are deterrent for banks to finance, even commercially 
viable projects. Agriculture is a national priority from many aspects. It is, therefore, important to issue a 
directive for lending applicable in agriculture sector only, and/or remove and modify incompatible 
provisions allowing similar relaxations provided to infrastructure sector to agriculture sector as well.

3.3.2 Agriculture mechanisation
Migration in masses, specially of youth male, has now created shortage of labour in the country, with 
impact on rising cost of production and decreasing productivity. Agriculture mechanisation is critical to 
tackle these. It is estimated that only 24 % of farmers use some form of mechanisation in the Terai area.

The government recognises the importance of mechanisation of agriculture in order to give the sector a 
business boost by reducing cost of production and, mainly, improving productivity. The Ministry of 
Agriculture Development (MOAD) is currently working on a strategy for the implementation of Agriculture 
Mechanisation Promotion Policy, introduced in 2014.While this will contribute to overall improvement of 
agriculture sector, from the point of view of larger investment, the government needs to bring a few 
changes in its existing policy such as in cases explained below:

• Custom duty on spare parts: Stakeholders suggested that the agriculture sector needs to be 
mechanised using modern tools, equipment, and technology in order to enhance productivity and 
reduce cost of production. For this, the government has levied concessional duty for agricultural 
equipment like tractors, but there is no such concession on duty for spare parts of the same equipment. 
This has proven to be a discouraging factor for farmers. Agriculture as the national priority sector, and

 in order to encourage the farmers to use such productivity enhancing equipment and reduce repair and 
maintenance costs, the government should o�er concessional duty for all equipment and its spare parts 
for a limited period, at the least.
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with total paid up capital of NPR 2 billion. Shareholdings of NBL and RBB will be diluted fully after promulgation of DCGC Act, the bill 
of which has already been submitted to the Legislature Parliament of Nepal.

Potential role for ADB
Alternatively, ADB could issue a credit guarantee in favour of BFIs financing agribusiness projects. 
BFIs should be required to approve loans only when they are satisfied with the repayment ability of 
the borrowers on the basis of projected cash flow drawn on realistic assumptions. They should be 
allowed to set o� defaulted and non-performing loans against ADB guarantee only when BFIs reach 
the stage where they need to write o� loans after exhausting all recovery actions, including auction 
of mortgaged collateral and blacklisting of guarantors with CIC.

• Ownership transfer of tractors: Because there is concessional import duty on import of tractors for 
agricultural purpose, there is restriction on transfer of ownership of such tractors for a period of 5 years. 
BFIs are not willing to lend to farmers against the security of the tractor alone as they would not be 
able to auction it to other buyers within 5 years of original purchase in case of defaults in repayments. 
Therefore, BFIs demand acceptable real estate collateral from farmers to finance purchase of 
agricultural tractors. Many farmers cannot o�er such collateral and are deprived of using tractors for 
their farming. The government should exempt this restriction if BFIs need to transfer ownership of 
tractors for the purpose of recovering their non-performing loans.

3.3.3 Guarantees
The lack of appropriate risk guarantees in both the demand and supply side of the value chain 
significantly impede the overall financial climate in Nepal’s agriculture sector. As the result of the 
prevailing traditional land holding system and the practice of cultivating on leased land, farmers and 
entrepreneurs lack collateral that they can procure loans against. Additionally, the lack of crop insurance, 
which currently provides a 75% subsidy but cover only input costs, is another major hurdle. The 
penetration of insurance companies in rural areas is also found to be lacking. 

At all times, it is crucial to assure BFIs that their loans are or will be safe. BFIs remain reluctant to invest in 
the agricultural sector due to very high level of credit risks, the lack of acceptable collateral, and to a 
certain extent, a smaller profit margin when compared to sectors like hydropower and tourism. 

• Risk and credit guarantee: One way to assure this to them is by providing them credit guarantee cover. 
Credit guarantee in Nepal is provided by Deposit and Credit Guarantee Company Limited (DCGC)13. Until 
the second quarter of 2016, the only option BFIs had in obtaining credit guarantee for loans extended to 
agriculture sector was the guarantee extended by DCGC for all SMEs. Under this product, the credit 
guarantees cover loans of up to NPR 1.5 million and the premium payable is 0.375% per annum. In case of 
failure of the agribusiness, credit guarantee covers 75% of total loan and interest outstanding.

 DCGC does not provide credit guarantee cover only for a portion of SME portfolio. Consequently, BFIs 
are required to cover and pay premium on their entire SME portfolio. Given almost all SME loans are 
additionally secured by real estate collateral with motorable access and actual loan loss from SME 
portfolio has been insignificant, BFIs have been reluctant to cover entire SME portfolio and pay 
significant amount of premium annually.

 As a result, BFIs have so far not resorted to obtaining credit guarantees for their loans extended to 
agriculture sector in significant manner. In view of this background, DCGC launched a separate product 
called Agriculture Loan Credit Guarantee. Once BFIs become members of DCGC, agriculture loans of 
NPR 0.5 million to NPR 3 million are mandatorily covered under the credit guarantee upon payment of
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Pre-harvest financing – the life line 
of agriculture
BFIs have developed innovative 
post-harvesting financing products such as 
loans against warehouse receipts, invoice 
discounting, loans against assignment of 
receivables, etc. (discussed in Section 5.2), 
without the need to put land and building 
as collateral. They are comfortable with 
these products as big corporate entities are 
involved in it, and risks in production and 
selling of crops are minimal.

While small-holder farmers are currently 
meeting their pre-harvest financing needs 
through money lenders (at a very high 
interest), and to some extent, from 
micro-finance institutions, there is no 
noticeable financing from BFIs into 
pre-harvest initiatives. This is mainly 
because of the very high risks associated in 
production and selling, and BFIs do not 
have control over the products and cash 
flow.

Investment in pre-harvesting is crucial. 
Commercial banks are highly likely to 
increase pre-harvest financing once contract 
farming becomes possible after the 
Agribusiness Promotion Act is in place, and 
risks are appropriately mitigated through 
introduction of a) minimal support price 
under which agriculture produces are 
bought by the government agencies if the 
market prices are below the support price, 
and b) output based crop insurance. This, 
hence, needs to be taken as the priority.

Additionally, in order to further encourage 
banks to extend pre-harvest financing, 
incentives can be o�ered. For example, the 
provision of exemption of income tax on 
interest and other income from loans 
related to pre-harvesting for a limited 
period of 3 to 5 years. This sort of incentive 
is in line with working policies issued by 
Department of Agriculture. Such an 
incentive will motivate BFIs to innovate 
creative financing mechanisms such as 
partnering with local financial institutions 
(LFIs) to increase corps production.

 premium. In addition, agriculture loans from 
NPR 3 million to NPR 10 million are secured 
with the credit guarantee if they are extended 
with prior approval from DCGC. Compensation 
under this guarantee product is paid at 75% of 
total loans and interest as of due date. Annual 
premium payable is 0.3% and 0.35% for loans 
from NPR 0.5 million to NPR 3 million, and from 
NPR 3 million to NPR 10 million respectively.  
Not many BFIs appear to be aware of this 
product launched in the second quarter of 
2016. Quick feedback from BFIs suggests that 
they wish all agriculture loans, irrespective of 
size, to be covered with the credit guarantee. 
The agriculture loans of less than NPR 0.5 
million, which are the riskiest are not covered 
by the credit guarantee. More dialogue 
between banking associations and DCGC would 
further improve products o�ered by DCGC.

 As per DCGC regulation, compensation claims 
under credit guarantee can be lodged with 
DCGC after taking all recovery actions including 
auction of collaterals mortgaged with BFIs. 
Meanwhile, it may be noted with comfort that 
not all loans extended to the sector will go bad. 
BFIs normally take personal guarantees from 
owners of borrowing entities. As recovery 
actions also involve publication of notices 
publishing the names of guarantors and also 
blacklisting them with Credit Information 
Centre (CIC), following issuance of several 
demand letters requesting borrowers and 
guarantors to regularize the loan account, they 
are not expected to tarnish their names and are 
expected to repay the loans. Therefore, cases of 
lodging of compensation claims with DCGC 
would not be high. In case DCGC needs to pay 
any claim to BFIs and any amount is recovered 
through subsequent recovery actions, the 
amount paid by DCGC needs to be refunded to 
them. Therefore, actual loss to DCGC is 
expected to be low. Moreover, this mechanism 
is likely to motivate BFIs to lend to agriculture 
sector.

• Agribusiness Promotion Bill: In order to be cost 
competitive, the production needs to be at 
commercial scale. Because Nepal has 
fragmented landholdings, it is necessary to 
consolidate the landholdings for agricultural 
production at commercial scale. The draft 
Agribusiness Promotion Bill has provisions for 
parties to enter into commercial agriculture
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 contracts whereby any party can provide land and other physical equipment to other parties engaged 
in agribusinesses. The draft bill also has a provision to establish large-scale agricultural production zone 
on the basis of geographical, technical and economic feasibilities for production of special agricultural 
production, as per the market demand. As this bill is expected to contribute to enhance productivity, it 
is imperative to prioritise the promulgation of this Act. 

• Minimum support price: One major risk agribusinesses face is the risk of selling at reasonable margin, 
i.e. whether entrepreneurs can sell their produce at prices higher than their cost of production. If they 
are guaranteed a minimum selling price for their products, they will be motivated to invest in 
agribusinesses and produce goods at commercial scale. An appropriate mechanism can be put in place 
so that traders cannot take undue advantage from this provision. In line with the Government policy, it 
is understood that the Ministry of Agriculture Development (MOAD) has already calculated the cost of 
production of rice, maize and wheat, and has recommended the Ministry of Commerce for introduction 
of minimum support price for these products. Implementation of the support price should be expedited 
to motivate entrepreneurs/farmers to produce at commercial scale domestically and substitute 
increasing imports of these major cereal crops.

3.3.4 Negotiable Instrument Act
Negotiable Instrument Act was promulgated in 1977 with a subsequent amendment in 1982 to define 
negotiable instruments and provide for operational modalities relating to the instruments in order to 
systematise banking transactions. 

Financing against warehouse receipt is a new financing mechanism launched recently in Nepalese 
banking sector. However, this instrument does not have any legal validity as the Negotiable Instrument 
Act 1977 recognises only promissory notes and bills of exchange including cheques and drafts as 
negotiable instruments. If the warehouse receipts are given legal validity by amending Negotiable 
Instrument Act appropriately, this instrument is expected to attract more stakeholders as the instrument 
will be transferable and negotiable just like other financial instruments such as cheques and drafts, and 
can become a useful medium of exchange in trade and financial transactions.

3.3.5 Interest subsidy on cereal crops
Most of the cultivated land (80%) is used for production of cereal crops with decreasing production and 
productivity and increasing imports. Nepal has the lowest cereal yield among its neighbours (Bangladesh, 
China, India and Pakistan). There is prospect and need for motivating increased production and 
productivity. However, interest subsidy has not been provided for production of cereal crops. In order to 
incentivise the agribusinesses for increased production and productivity, thereby, substituting imports, 
interest subsidy should also be provided for loans extended for production of cereal crops.

3.3.6 Incentive – high-value and specialised agricultural products: Due to limited land, that hinders 
economies of scale and intense competition with imported products, it may be more appropriate to 
incentivise investment in production of high-value and specialised products that have cost advantages 
over imported products.

3.3.7 Insurance – crop and livestock: The Government provides subsidies for both crop and livestock 
insurance to mitigate risks of fatality. However, farmers are reluctant to insure crops as insurance covers 
only input costs. An appropriate mechanism needs to be put in place to insure crops at higher value than 
the input cost in order to assist entrepreneurs to mitigate risks by insuring crops. As per ADS action plan, 
GON has planned to pilot a local level weather index insurance scheme. This is expected to mitigate 
weather related risks satisfactorily.

In the case of MAP, although MAP farming is becoming very popular and has great scope for expansion as 
a niche agribusiness, MAP does not qualify to receive subsidies for insurance premium. Also, insurance 
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companies are reluctant to insure MAP for a variety of reasons, such as low-level of understanding of MAP, 
lack of clarity in modalities of insurance coverage, etc. This is harming growth of this sub-sector. Raising 
awareness of insurance companies on intricacies of MAP farming and businesses is key, so that they start 
providing insurance coverage. Additionally, insurance premium subsidy should be made available also for 
this sub-sector.

Increasingly, insurance companies are found to be hesitant to insure livestock due to high amount of 
insurance claims since the scheme was started. Insurance companies are concerned with the proper 
valuation of cattle, although the government has set a ceiling, and proper health certification given the 
shortage of veterinarians in rural areas.

Finally, there’s an issue of penetration of insurance companies in remote areas, which stakeholders pointed 
out being very little so far. This is likely to improve following Government’s announcement, in the FY 
2016/2017 budget speech, that insurance companies would be required to extend minimum 5% of their 
services in micro insurance sector. However, this will again be constrained by the scarcity of veterinarians 
in rural areas who can appropriately valuate and certify the health of livestock in rural areas.  

In addition to challenges and constraints discussed in sections above, which can be addressed by bringing 
small but important policy changes, our study revealed a number of issues that go beyond financing 
challenges.

3.4 Non-Financing Challenges
The non-financing challenges we have identified are equally important to address. In fact, these challenges 
maybe, in some cases, more important as they are about lack of internal resources among BFIs who can 
study and assess agriculture projects, or entrepreneurs’ understanding of corporate finance, hence, the 
ability to produce convincing proposals for BFIs. These are also about creating synergy and innovation, 
and very importantly, about the trust and lack of constructive dialogue among three key players – the 
Government, BFIs and entrepreneurs.

Issues below can be addressed through specific technical assistance (TA) and can bring immediate 
positive changes in terms of facilitating financing in the agriculture sector.

3.4.1 Knowledge and capacity
A major hurdle in improving the overall investment climate in the agriculture sector lies in capacity, both at 
supply and demand sides. 

On one hand, the lack of financial literacy among entrepreneurs/farmers limits their ability to utilise 
available government policies and subsidies. This gap in knowledge on corporate financing severely 
impedes their ability to formulate clear and compelling business plans that are attractive to investing BFIs. 
Furthermore, the lack of research and development in areas such as seeds, fertilisers, medicine, 
warehousing and storage, limits the ability to upscale existing businesses and increasing productivity. 

On the other, bankers admitted that BFIs do not have the right understanding of the scope and potential 
of agricultural products, and are restricted by lack of technical knowledge on agriculture as well as skilled 
human resource that are able to e�ciently take agriculture projects forward. Finally, there is a clear lack of 
clarity on applicable government policies among BFIs. 

3.4.2 Synergy
Integrated and cohesive approach among the government and other stakeholders in the value chain is an 
integral step towards improving the overall financial climate in the agriculture sector. Although policy 
formulation by the government and stakeholders is strong, the implementation of these formulated 
policies is lacking due to weak implementation mechanisms. The repercussions of this can be directly 
observed via weak comprehensive policies, examples of which are - tax breaks on agricultural machineries 
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but not on their spare parts, non-implementation of minimum support price for major agricultural 
products, and lack of outreach on part of BFIs, which has resulted in BFIs only financing agricultural 
businesses in urban centres, while by and large, ignoring rural areas. 

Due to the lack of an integrated approach, financing for the agricultural sector, particularly at farming 
level is not incorporated into the value-chain. Our analysis also sheds light on the lack of inter-ministerial 
coordination and cooperation. The need to guild synergy among entrepreneurs involved at di�erent levels 
in the agriculture value chain is critical.

3.4.3 Dialogue
Our study revealed a disturbing fact – a growing significant distrust and misunderstandings among the 
three key stakeholders – government, entrepreneurs and banks. Such environment is destructive and 
currently there is no mechanism that facilitates recurring dialogue and consultations among the key 
stakeholders. Absence of such tool further impedes the formulation of a cohesive and integrated 
approach that has the ownership of all stakeholders in the value chain. It is crucial to put in place a 
system, formal or informal, in order to facilitate dialogue between these key stakeholders so that issues 
and challenges faced by each are discussed constructively to ultimately improve medium and large-scale 
financing in agriculture.

3.4.4 Niche market
Most of the cultivated land (about 80%) in Nepal is used for subsistence and produces mainly cereal 
crops. As shown in Tables 1 and 5, production for cereal crops, with the exception for Wheat, has been 
decreasing with reduced productivity while imports have increased. 

While there is room for improvement to increase production and substitute imports through utilisation of 
modern technologies, improved seeds and through guarantees and incentives, market can still remain 
competitive for Nepalese entrepreneurs with products imported from China and India, where 
entrepreneurs enjoy large economies of scale and important government subsidies. It is, therefore, equally 
important for Nepalese entrepreneurs to also explore and give more focus on production and export of 
high-value - low volume niche products such as value added MAPs, tea, co�ee, ginger, fruits, vegetables, 
lentils, etc.

3.4.5 Innovation
One area that the participants of this study, mainly BFIs and entrepreneurs, identified as being of high 
importance is an appropriate mechanism whereby experts, entrepreneurs and financial institutions can 
come together to discuss their respective ideas so that the agriculture sector can be developed on a 
commercial scale. Such a platform would allow agriculture experts to share with entrepreneurs about new 
technologies, seeds, methods, etc., to enhance productivity as well as for the exploitation of niche 
products. Financial institutions can explore ways to finance business ideas, shared by experts and 
entrepreneurs. Similarly, entrepreneurs can learn what financial institutions need for the purpose of 
financing. 

3.4.6 Un-glamorous sector
The entrepreneurs consulted underlined the fact that agriculture sector needs a facelift as the sector is 
regarded for the not educated people. An e�ort needs to be made so that the sector gets attention from 
all – entrepreneurs, investors and consumers, and also to challenge the social prestige, linked to the 
sector, that discourages people from getting involved in it. Agriculture needs to be portrayed as a sector 
of national pride, investing in which, not only reduces our trade deficit (and consequently, inflation) but 
also makes the country less dependent on external support while working toward food security.
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Table 4. Percentage of total loans in agriculture sub-sectors

Source: Nepal Rastra Bank (unpublished data)

S.N. Agriculture Sub Sectors % of total loans
1 Agriculture and forestry  4.23
2 Fishery related 0.1
3 Agriculture related machinery / tools 0.07
4 Fertilizers 0.12
5 Seeds 0.01
6 Animal and poultry feeds 0.24
7 Agro product storage 0.13
8 Processing of tea, co�ee, ginger and fruits, and primary processing of domestic agro products 2.24
 Total 7.13

4. ACCESS TO FINANCE

Financing in the agricultural sector in Nepal began in mid-1950s with the start of cooperatives and the 
subsequent establishment of the Agricultural Development Bank Limited. However, for 60 years, there 
was no significant improvement on lending methodology, appraisal technology and on risk-sharing 
mechanism in agricultural financing in the country.

To tackle this, in October 2010, Nepal Rastra Bank (NRB), country’s central bank, directed commercial 
banks to submit a plan on increasing lending in specific productive sectors—agriculture, energy, tourism, 
and cottage and small industries. The directives specified that the lending had to be increased to at least 
20% of total loans and advances in the next three years. After several amendments, the plan has now 
become a regulation. Until the FY 2015/16, commercial banks were required to lend a minimum of 20% of 
total loans and advances in specific productive sectors, a minimum of 12% of which must be invested in 
the agriculture and energy sector. The monetary policy of the FY 2016/17 has increased this lending target 
of 12% for agriculture and energy sector to 15% of total loans and advances. Similarly, the NRB also 
directed development banks and finance companies to lend a minimum of 15% and 10% of loans and 
advances, respectively, in the specified productive sectors. 

The FY 2014/2015 budget announced that the Government would provide an interest subsidy of up to 4% 
per annum on agricultural loans. BFIs would extend standard agriculture loan of up to NPR 10 million and 
cold storage loan of up to NPR 30 million to young entrepreneurs, aged 21-45 years, and small businesses 
at a maximum interest rate of 6% per annum with minimum and maximum repayment period of 3 months 
and 5 years, respectively. The FY 2016/17 budget announced an increase in interest subsidy to 5% per 
annum and removal of the maximum cap of lending. The objective has been to attract younger people to 
agriculture and mitigate the problem of migration of young population to urban areas and, mainly, abroad. 

The announcement appeared to be supplementary to the NRB’s directives on lending in the agricultural 
sector. But, so far, this has not generated enthusiasm in the BFI community as there has not been 
noticeable demand for loans from entrepreneurs, who in return are not investing in this sector given 
various policy challenges and barriers associated with the sector as discussed in section 3 above.

4.1 Current Financing Policies
As mentioned in the section above, NRB has mandated commercial banks to lend in agriculture and 
energy sectors a minimum of 12% out of 20% of their total loans and advances in specified productive 
sectors. Against this lending target of 12% towards agriculture and energy sectors, commercial banks have 
lent 7.13% of their total loans and advances in the agriculture sector as shown in the table below. This is 
encouraging considering that they have lent 16% of their total loans and advances towards stipulated 
productive sector (agriculture, energy, tourism and cottage and small industries) against the target of 20%. 
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Figure 1. Total loans in agriculture sub-sectors (in NPR million and in %)

Our surveys revealed that most bank loans to agriculture sector have been in processing such as mills, 
poultry, feeds, dairy products, cold storage, compost fertiliser, etc. They have even come up with 
innovative post-harvest financing products, discussed in previous sections. Meanwhile, loans for the 
purpose of production are nominal, as majority of agriculture production is for subsistence, there has been 
low demand for loans from production sector involving larger investments. 

If an appropriate conducive environment is created through policy adjustments and support is provided 
through technical assistance, as discussed above, entrepreneurs would be more motivated to invest in the 
production at commercial scale; there will be demand for commercial loans and banks can be expected to 
lend.

4.2  Current Financing of Commercial Banks in Agriculture Sector
With government's recognition for agriculture as a priority sectors (consequently NRB’s mandate) and 
with gradual expansion, and consequently the scope, in the Nepalese farm sector, an increase in banks’ 
lending and investment in agriculture can be seen. Commercial banks seem willing to finance viable 
agriculture projects andtheir lending of over 7%of total loans and advances in the sector is encouraging. 
However, an important point to note is that most of these investments have been made in 
post-harvesting, as lending risks are much less.

Given the portion of population that relies on agriculture, its contribution to the economy, and potential it 
presents, the current investment of 7% is still very nominal. There is a clear requirement to increase 
investment in pre-harvesting, which remains a challenge.

WLC collected data of commercial banks on their lending in agriculture sub-sectors. As of mid-February 
2016, agriculture loans of country’s 29 commercial banks are as below:
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Figure 2a. Trend in agriculture loans (in agriculture & forestry, and fishery) against total commercial bank 
loans (in NPR million)

Table 5. Agriculture & forestry, and fishery related loans of commercial banks (in NPR million) and their 
growth

** As of mid-March 2016
Source: Banking & Financial Statistics No. 61, Nepal Rastra Bank, July 2015 & Monthly Statistics as of mid-March 2016

** As of mid-March 2016

Year

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016**

Agriculture 
Loans

13,882.00

13,887.30

13,258.90

14,313.38

14,132.74

24,914.37

31,531.30

40,302.28

50,706.25

54,399.48

Total Commercial
Bank Loans

231,844.70

307,341.70

389,144.91

458,068.53

516,149.94

610,056.09

757,207.53

902,135.00

1,103,153.25

1,227,187.33

Growth in 
Agriculture Loans

-

0.04%

-4.52%

7.95%

-1.26%

76.29%

26.56%

27.82%

25.81%

7.28%

Growth in 
Total Commercial

Bank Loans

-

32.56%

26.62%

17.71%

12.68%

18.19%

24.12%

19.14%

22.28%

11.24%

Agriculture Loans 
to Total Loans

5.99%

4.52%

3.41%

3.12%

2.74%

4.08%

4.16%

4.47%

4.60%

4.43%

Of the above eight sub-sectors, the loans under the two sub-sectors, Agriculture &Forestry and Fishery 
related, stand at around 60% of the total agriculture sector loans of commercial banks. A comparison of 
the data for agriculture loans in these two sectors and total commercial bank loans over the last 10 years 
is provided below:
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Figure 2b. Agriculture loans (in agriculture & forestry, and fishery) as a percentage of total commercial 
bank loans

Figure 3. Growth in agriculture loans against growth in total commercial bank loans (in %)

** As of mid-March 2016
Source: For all figures, Nepal Rastra Bank

The figures above show that, while agriculture lending (considering only the data available for the two 
sub-sectors – agriculture & forestry, and fishery) do not account for a significant portion of the total 
commercial loans (Fig. 2a), it has, nevertheless, been steadily increasing, evidently, post NRB directives 
since 2012 (Fig. 2b).
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Moreover, the above graph shows that percentage 
growth in agriculture loans peaked in the year 
2012, which can be credited to the NRB directives. 
Further, it may be noted that the growth in 
agriculture loans has remained higher than that of 
the total commercial bank loans since the 
introduction of these directives.

Based on these facts and data it is seen that 
although banks’ lending to the sector has been 
gradually increasing over the years, what has been 
witnessed, and confirmed by our study, is the lack 
of more appropriate and farm friendly policies and 
tools to facilitate the graduation from subsistence 
to commercial farming. Further, a major challenge 
for Nepal's transition to a commercially successful 
agriculture sector, as identified by this project, lies 
in the challenge to motivate commercial financing 
in pre-harvesting.

In this sense, access to finance, for medium and 
large-scale financing in agriculture sector could be 
considered to be a constraint. However, this 
constraint can be eased by bringing minor 
modifications in some of the existing policies as 
through targeted and specific technical assistance 
to all concerned stakeholders. Meanwhile, a few 
innovative financing models have been introduced 
in agriculture sector in Nepal, in the recent past, 
which should be scaled-up. 

Financial Transparency – a challenge 
not talked about
It is important to note the lack of 
transparency in financial statements of most 
businesses. This is a key faced by banking 
sector. In many cases, borrowing entities are 
private companies where shareholders have 
limited liabilities. BFIs cannot justify loans 
based on their audited financial statements, 
and, hence, are forced to ask for additional 
collateral in the form of land and building 
owned by owners of companies. Meanwhile, 
financial statements of multinational & 
hydropower companies are transparent and 
banks have financed against security of 
underlying assets of borrowing companies 
without seeking any additional real estate 
collaterals.
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5. AGRIBUSINESS FINANCING MODELS

5.1 Agribusiness Financing in Nepal 
While di�erent value chain finance models have evolved around the world, demonstrating the potential in 
agribusiness, Nepal is still following traditional financing policies, methods and mechanisms, which have 
showed only marginal improvements. BFIs remain reluctant to lend in the agricultural sector as they 
perceive the risk of default to be high. Additionally, BFI’s knowledge in the sector is limited along with 
scarcity of skilled human resources required to identify and monitor such investments

5.2 Emerging Innovative Agribusiness Financing Models in Nepal
In Nepalese banking sector, the most common agribusiness financing products are working capital 
finances such as overdrafts and demand loans for meeting working capital requirements of businesses. 
These loans are mostly revolving in nature and are provided against mortgage over real estate collaterals 
and personal guarantees of the business owners in addition to hypothecation over stocks and receivables. 
However, Nepal’s banking sector, in partnership with development initiatives, has lately innovated three 
major structured agribusiness financing models in order to meet post-harvest working capital 
requirements:

5.2.1 Financing against warehouse receipts
DFID’s Sakchyam Access to Finance Programme introduced this model in Nepal, under which, warehouse 
operators collect various agro products, deposited at collection centres by farmers after testing for quality 
and issuing warehouse receipts for fees.  The fees cover all expenses, including insurance premium and 
profit margin of warehouse operators and farmers go to the banks to get finance against warehouse 
receipts. After receiving confirmation of lien over goods from warehouse operators, banks provide farmers 
loans of up to 75% of the value of the warehouse receipts. The loan is normally for a period of up to 6 
months. 

There is an arrangement between warehouse operators and banks that the former will buy back the 
goods stored at their warehouses at any time at the prevailing market rates. Banks regularly monitor their 
loans against the current market value and they ask the warehouse operators to buy back the goods when 
the loan outstanding exceeds 80% of the value of the goods at prevailing market rate.

This model has generated structured business prospects for banks on one hand and on the other, has also 
solved storage and financing problems for farmers. In addition, farmers do not need to provide banks any 
additional collateral in the form of land and building. Normally, prices of agro products increase by 15-20% 
in the span of about 6 months. This financing model can, thus, allow farmers to benefit from higher selling 
prices in future. 

Last post-harvest season, very few farmers stored their produce at warehouses and got loan against 
warehouse receipts from the bank as prices of food grains were much higher at the time of harvest due to 
food grains being purchased by donor agencies to distribute as aid to victims of earthquake of April 2015.

Given the benefits for the stakeholders as explained above, more farmers, warehouse operators and 
financial institutions are likely to be attracted towards this model in the future. However, only promissory 
notes and bills of exchange including cheques and drafts are recognised as negotiable instruments in 
Negotiable Instrument Act and the warehouse receipt is not a negotiable instrument. If the Act is 
amended to provide legal validity to this instrument, this model can be expected to be widely used by all 
concerned stakeholders as the instrument will become transferable and negotiable just like cheques and 
drafts, and can become a useful medium of exchange in financial transactions.
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An unusual competition
In one of our one-on-one meetings, a 
banker shared an experience: his bank 
opened a branch in a rural area. The branch 
was exploring to finance farmers. However, 
they were reluctant to take loans from the 
bank. Reason was totally not thought of.  
There was also a rice mill, which had taken 
loans from the bank at very competitive 
interest rate. It was meeting all kind of 
financing requirements of the farmers round 
the year by charging higher interest rates 
and was also buying rice, maize, etc., from 
them at a cheaper price. The mill took bank 
as a competitor and was threatening the 
farmers that if they take loan from the bank 
for any specific purpose, they should go to 
the bank for all types of requirements and 
also sell their food grains to the bank. This 
type of I win, you lose attitude hinders the 
introduction of long lasting 'You win, I also 
win' financing mechanism.

5.2.2 Invoice discounting
This model is currently practiced among a sugar 
mill, sugarcane farmers and a bank. According to 
this model, farmers sell sugarcane to the sugar 
mill on credit. The mill acknowledges the receipt 
of sugarcane on invoices raised by farmers 
evidencing the purchase of sugarcane on credit. 
The sugar mill writes to the bank stating that it 
purchased sugarcane from farmers on credit and 
it would pay the bank on due dates.

The farmers discount the invoice with the bank 
and get finance of up to 75% of the invoice, 
without any need to provide any land or building 
collateral. The loan period is for 3 to 9 months. 
The bank debits the account of the mill, upon 
maturity of the loan, with the value of invoices. 
The bank which has also provided corporate 
finances to the mill has opened a branch near the 
mill in order to cater to the farmers.

Sakchyam shared 50% of the capital cost to 
establish and 50% of operating cost to operate a 
branch in the mill for two years. More than 300 
farmers have taken loans in the past one-year with 
total loan amount of NPR 30 million. The number 
of farmers benefiting from this model has been 
reported to have increased to over 500 with total 
loan of NPR 60 million disbursed in 2015/16. 

In the past, farmers either sold sugarcanes to 
middlemen at around 40% lower than prevailing 
market prices for immediate cash or sold directly 
to sugar mills but on credit hoping to receive the 
payment in the not so distant future. 

This post-harvest financing model has lessened 
the financing hassles of sugar mills allowing them 
to focus on its core activities, as previously it was 
the mills itself, that performed this financing task.  
It has been reported that more sugar mills and 
farmers are adopting this model given the 
benefits for the stakeholders. This model also has 
prospects of being replicated in other products as 
well in future.

Successful replication of this post-harvest 
financing model, however, will depend upon the 
attitude and intention of mill owners. If their 
intention is to make undue profits by squeezing 
farmers, the model will fail. On the contrary, if mill 
owners realise that their long-lasting benefit will 
depend on satisfaction of farmers, then this model 
will be very e�ective.

In the case of sugar mill cited in the beginning of 
this section, the mill is run by an educated young 
man who believes that providing finance to 
farmers should be done by a financial institution 
and not by a mill.  He then facilitated relation 
between farmers and the bank (also cited above) 
for invoice discounting. He also takes a long-term 
view that his mill will be able to crush higher 
amount of sugarcane if farmers also benefit and 
get motivated to produce more sugarcane.

5.2.3 Loans against assignment of receiv-
ables
This is a more widely practised model by Nepalese 
banks. In case of agribusiness, this model is more 
e�ectively utilised in case of dairy 
farmers/cooperatives. Under this mechanism, 
banks take credit risk on cooperatives and provide 
them wholesale finance, which also qualifies for 
deprived sector lending requirement, mandated 
by the NRB. 

Cooperatives provide loans to individual dairy 
farmers. Dairy Development Corporation (DDC), a 
government owned enterprise, buys milk from 
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farmers by collecting it from various collection centres established by cooperatives and makes periodic 
payments to cooperatives for deposits to be made into the accounts of individual farmers. The lending 
cycle is completed when dairy cooperatives make repayment of loans to banks after settling loan 
accounts of the individual farmers against the amount received from DDC. Activities like forming farmer 
groups, cooperatives, trainings, establishing collection centres, purchasing chilling equipment, linking 
farmers/cooperatives with financial institutions, etc., have been supported by non-governmental 
organisations.

This model has been e�ectively utilised in hydropower sector where Nepal Electricity Authority makes 
monthly payments to financing banks on behalf of independent power producers for purchase of energy 
from them. This model has also been employed by banks where companies commit to pay monthly 
salaries to their employees through the banks in the case when the banks finance employees of these 
companies. This model has prospects of being replicated in other businesses as well, including agriculture. 
Experiences in Nepal suggest that the corporate buyers are willing to make such commitments and are 
honouring their commitments.

5.3 What is Happening Elsewhere in the World? 
With a majority of developing countries making the switch from subsistence farming to medium and 
large-scale commercial farming, several innovative financing models to improve investment in agriculture 
have emerged the world over. Of those, the ones that may be particularly relevant to the Nepalese 
agriculture sector are as follows.

5.3.1 Factoring
Factoring can prove to be a very e�cient innovative financing model. In this model a company sells its 
account receivables that are generated after goods are sold but are waiting on cash payment. Cash from 
the sale of accounts receivable can then be invested immediately towards the working capital needs. BFIs 
also benefit from this model, as there is no risk of whether the business enterprise can sell goods. Only 
risk left is whether payment from often pre-approved buyers can be collected on time. The main goal of 
factoring is to provide working capital financing in the agriculture sector similar to conventional lending 
practices. However, unlike conventional lending practices, here, a firm sells its complete portfolio of 
receivables at discount under factoring in order to concentrate on core activities in production and sales14.

One such model is the lending practices followed by The Centenary Bank of Uganda in factoring sales of 
brokers to universities and hospitals. When the cost of agriculture products in Uganda plummeted due to 
overproduction in 2005, the Ugandan farmers struggled with financial and market issues. A long chain of 
intermediate brokers between the farmers and customers also contributed towards the hardship. 
Therefore, in order to address the issues, The Centenary Bank stepped in to provide loans to the farmers 
through a three-year risk-sharing programme and a credit guarantee to cover any losses within the value 
chain. The insurance against loss from the purchase commitment from brokers and buyers of the product 
helped the bank to mitigate that risk. As a result, by the end of the programme’s first year, the incomes of 
farmers had increased by up to 70-100 percent. The factoring decision made by the Centenary Bank 
presented both the farmers and buyers with a great deal of confidence to keep operating instead of 
wiping out their existent farming businesses15.

5.3.2 Channel financing
Channel Financing is an innovative option for extending working capital finance to dealers who have 
business relationships with large companies. It is a mechanism through which banks meet the various 
funds related requirements along the supply chain at the supplier/buyer end. This form of financing 
provides finance to all, i.e. dealers, creditors, other stakeholders in an enterprise. Channel financing is a 
new way of financing that o�ers services to large companies and all their suppliers and subsidiaries. It not 
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only provides facility to corporate but also supplies finance to its suppliers, stakeholders, etc. This helps 
the supplier/buyer in sustaining a seamless business flow and avoiding working capital related di�culties. 

Various models of channel financing have been adopted with great e�ect in India. Some direct benefits of 
adopting this model include: the steady and cheap source of working capital, attractive finance charges, 
and flexibility of scheduling payments and increased profitability by availing of cash discounts from 
corporate16 entities.

5.3.3 Savings account linked input finance
Savings and savings accounts o�er a vital economical financial service to farmers that in turn also profit 
the BFIs. Savings can eventually get converted into principal collateral that will help secure loans. 
Tanzania’s National Bank, that serves more than 1.4 million people, is one of the prominent service 
providers in this sector. It helps farmers open personal savings accounts and apply for loans. Farmers then 
deposit a portion of harvest in their accounts. The deposit is used as cash collateral for input financing in 
the following season. This model encourages farmers to save their earnings. As incentives, farmers get 
bonuses when less than two withdrawals are made from their savings account. The savings finance 
models thus help farmers who own farms and produce crops on their own. The Tanzanian Bank, however, 
requires that farmers provide a guarantee and reference letter from their cooperative society. 

5.3.4 Value-chain finance with input suppliers
Due to the absence of banking networks outside urban areas, farmers prefer to deal directly with local 
agricultural input dealers. This leaves the lending decisions up to dealers, who provide loans, in kind, to 
individual farmers. This approach is beneficial to all links in the value chain that are associated directly 
with farmers. Since these decisions are made locally for individual farmers, their individual capacity and 
commitments are taken into consideration.

This is a unique financial model as credit decisions are based on mutual trust and commitment. Rai�eisen 
Bank Aval (RBA) in Ukraine, a subsidiary of Rai�eisen Bank International Austria, has devised a model that 
can be replicated in other regions as well. RBA, with networks across Ukraine, manages loan distribution 
to local farmers for them to buy agriculture inputs from a Ukrainian plant protection products provider, 
Bayer Ltd. Loan & credit provider units, such as the RBA and Bayer are ready to share the credit loss for a 
certain number of seasons to increase sales of inputs. In this way, this model helps small farmers in the 
agro industry to sustain their production rates.17 

5.4 What Can Nepal Learn from The Best Global Practices?
Agricultural sector, because it is heavily raw product oriented, that has to hop through multiple points of 
interest before getting to their desired market destination, must share a strong sense of trust with 
financial institutions and vice versa to smooth out any financial obstruction along the way. Various 
innovative approaches can be emulated from global agricultural industry to help local agribusiness in 
Nepal, add value to their products, as well as, earn them a sustainable income for their products. 

Savings account linked input finance and value chain finance with input suppliers are pre-harvesting 
financing mechanisms. These products are utilised to finance farmers to enable them to purchase inputs 
until the crops are harvested. BFIs in Nepal can replicate this product in financing those farmers who have 
a history of transactions for a certain period. Awareness among farmers needs to be created that they can 
get loans at 2-3 times of their own saving deposits lying in the bank for certain period, say, 6 months and 
the collateral of the loan is the saving deposit itself. This will work more e�ectively if credit guarantee is 
also made available for loans that are not covered by saving deposits. If farmers are selling their products 
to institutional buyers such as sugar mills, the commitment from them that they will make the payment 
directly to farmers' saving accounts maintained with the lending banks will be handy.
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Value chain financing with input suppliers is already prevailing in Nepal especially in areas where there is 
limited network of financial institutions. Input suppliers are availing loans from BFIs to purchase inputs 
and sell to individual farmers and small and medium agribusinesses on credit. It is up to the judgement of 
input dealers whether or not to give credits to farmers. This may also be done a little di�erently. BFIs can 
lend to individual farmers against the guarantee of input suppliers. Input suppliers, the guarantors, are 
responsible for carrying out all administrative works such as submitting loan applications, executing loan 
documents with farmers, collecting loan repayments from farmers etc. This would be a win-win for all 
parties involved – farmers get inputs on credit/loan, input suppliers' sales increase, and banks benefit 
from additional loans.

Alternatively, BFIs may be incentivised to finance purchase of inputs through local financial 
institutions/cooperatives, as financing cost would be much lower than that of input suppliers.

Both factoring and channel financing are generally post-harvest financing mechanisms. Factoring is very 
similar to invoice discounting which is already prevailing in the Nepalese banking sector. Under both 
factoring and invoice discounting methods, sellers of products get payments immediately, without waiting 
for completion of credit period, from banks and factors as appropriate, and not from buyers. The major 
di�erence between the two is the recourse in financing that is – under invoice discounting, sellers are 
responsible to refund monies to discounting bank if buyers are bankrupt or do not repay their payables on 
due date.  Under factoring, however, sellers are not responsible to pay factoring parties even if buyers do 
not repay them. This means that factoring parties purchase account receivables at their own risk by taking 
risk on buyers. In Nepal’s context, the bank discounting the invoice in case of sugarcane farmers/sugar 
mills as explained under Invoice discounting/Emerging innovative agribusiness financing models in Nepal 
above, in principle, has recourse on farmers if the sugar mill defaults in repayment of their dues on the 
due date. But, in reality, the bank takes risk on the sugar mill, which is an existing client that has provided 
collateral of all the mills' assets to the bank. Thus, the sugar mill is unlikely to default wilfully and 
probability of the bank or the factoring party, incurring financial loss due to default by sugar mill, is low. 
Therefore, banks can be further innovative to replicate factoring in the Nepalese banking sector and 
announce that farmers are getting funds from banks without recourse, i.e. they are not responsible to 
refund monies to bank even if a mill defaults to make payment to the bank.

Under channel financing, banks normally lend to dealers of large corporate entities without any payment 
guarantees under a tripartite agreement among bank, corporate entity and dealer. As per agreement, 
bank imposes a major condition, among others, that the corporate entity shall stop supplies to the dealer 
if it fails to regularise default in payment of dues to the bank within stipulated period. The dealer who is 
normally dependent upon supplies from the corporate entity cannot a�ord to default in making payment 
to the bank. If they do, the corporate entity will stop supplies under the agreement and the dealer's 
business will be severely a�ected. This product can also be replicated in Nepal when banks are financing 
input dealers of large corporate entities.

While both financing models can be replicated immediately, more e�ective replication of Factoring and 
Channel financing are, however, expected to happen when agribusinesses mature and grow in size with an 
extensive network of suppliers and dealers. 

5.5 Equity Financing – An Emerging Alternative Financing Model
Until now, the limited amount of credit the Nepalese BFIs have been extending to SMEs is fraught with 
di�culties. As a result, BFIs tend to be very careful and have been predominantly lending only to the retail 
and wholesale sectors of SME financing that are secured by collateral, mainly, land and building. 

While there are clear needs to improve knowledge, dialogue, incubation, and also to fix a few policy issues 
(as discussed in Sections 3 and 4), getting loan in the current form remains a hurdle for entrepreneurs. 
BFIs normally finance up to two times of equity. However, many businesses lack required amount of equity 
and are, therefore, not able to take bank loans to scale up their businesses. In such cases, external 
institutions putting in equity in businesses will be welcomed for growth of businesses.
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TA – the missing link
The uniqueness of Impact Funds is the 
availability of a Technical Assistance (TA) 
fund. TA can be utilised at di�erent levels.

Firstly, to empower businesses – In majority 
of the cases in Nepal, entrepreneurs lack the 
know-how to run a business with systems 
and processes in place. A hand holding 
method through TA will ensure the proper 
usage of the equity and sustainability of the 
business, as the TA will be utilised to bring 
necessary changes in the management, 
corporate governance, financial 
transparency, and business development, 
among others areas.

Secondly, through TA, the fund manager, or 
the GP, will bolster the capacity of BFIs and 
assist them to build their knowledge in 
financing agriculture projects and to 
identify and develop potential agriculture 
projects for investment. 

Lastly, the TA fund can also be used by BFIs 
in potential agribusinesses that have 
applied for debt. BFIs can collaborate with 
private equity (PE) funds that have TA 
component and provide loans to 
agribusinesses that those PE funds have 
equity-participation. This equity injection 
will displace the need that BFIs required as 
physical security (a fundamental reason for 
investing for BFIs), will also mitigates risks 
for banks, and brings sustainable solutions 
to address gap constraints of BFIs. 
Additionally, this is likely to raise the Return 
on Investment of the financed businesses.

Equity financing mechanism has been recently 
introduced in Nepalese business sector and there 
is very limited knowledge among entrepreneurs 
about this mechanism. However, a few 
entrepreneurs who participated in the preparation 
of this study mentioned equity financing as an 
alternative source of financing. Equity financing in 
an organised manner has begun in Nepal and this 
modality, along with technical assistance (TA), can 
be an e�ective solution to address the gap of 
both finance and capacity building of the 
entrepreneurs.  

5.5.1 ADB’s possible role in setting up an 
equity fund
IFC, the private sector arm of the World Bank has 
established equity financing mechanism in Nepal 
by setting up a private equity fund, Business 
Oxygen, in order to promote and enhance private 
sector investment in SMEs.

ADB could look into setting up a private equity 
impact fund to facilitate and to increase larger 
private sector investment in the agriculture sector 
in Nepal. Given the limitation in working with the 
public sector, particularly in areas such as equity 
financing, ADB could set-up a fund through its 
private sector arm Private Sector Operations 
Department (PSOD). This would entail 
implementing the fund through a 
private-equity/impact fund manager selected on a 
transparent and competitive basis in accordance 
with well-defined eligibility criteria. 

The fund manager will be responsible as a General 
Partner (GP) to manage the fund, for deal 
sourcing, and to implement and monitor 
investments into potential agricultural projects as 
a minority shareholder (i.e. less than 50% equity 
stake).

The Limited Partner (LP) will be the investor 
ADB/PSOD who will sit on the Advisory 
Committee of the fund and supervise the mandate 
of the GP. 

Nevertheless, there are a few challenges 
associated with such financing mechanism. As per 
the current Nepal Rastra Bank (NRB) directive, 
even the private equity fund and its local 
shareholders have to be blacklisted if any 
borrowing entity, in which the private equity fund 
has invested, has defaulted with BFIs. This 
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provision does not motivate the equity funds in making equity investments. Therefore, NRB directive 
needs to be amended to exempt blacklisting of the equity fund and its shareholders. 

Funds such as Business Oxygen, majority of which is owned by international agencies are considered 
foreign direct investment (FDI). IFC owns 80% of this fund and 20% is owned by the Fund Manager WLC 
Ventures, a Nepali company. As per government’s rule, FDIs are allowed to invest only in areas that are not 
in government’s negative list (restrictive list). Though, it may not be consequential, such restrictions can 
limit investment opportunities. To tackle this, the government with the help of development partners, if 
required, can set-up a fund that is owned and managed locally as a venture capital to finance innovations 
in agricultural value chains.  
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6. POLICY RECOMMENDATIONS ON VIABLE FINANCING 
MODALITIES

We have grouped challenges discussed above, in Section 3, into two categories. These issues could be 
addressed through a series of interventions. We provide below a detailed assessment of the challenges, 
current scenario, the major current gaps and recommended interventions both at policy level and through 
technical assistance to tackle these challenges in order to facilitate medium and large-scale financing in 
agriculture from the private sector.

Table 6. Policy Interventions

SN

1. 

Intervention Areas

NRB directives
• Certain credit 

relaxations are 
provided to 
infrastructure 
projects that allow 
rescheduling & 
restructuring of 
loans, without 
additional loan loss 
provision, for 
reasons such as 
increase in interest 
rates, in project 
costs or change in 
scope of projects.  

• NRB requires BFIs to 
obtain stock 
statements from 
borrowers availing 
working capital 
finance.

• BFIs are required to 
make higher loan 
loss provisions.

Major Gaps

• No credit 
relaxations 
mechanism is in 
place for 
agribusiness 
sector.

• It is not practical 
to obtain stock 
statements from 
borrowers if, for 
example, BFIs 
have lent to 
farmers for 
farming.

• Farming 
borrowers may 
not be able to pay 
the scheduled 
quarterly interest 
due to lack of 
cash flow. 

Required Actions

• Allow similar 
relaxations for the 
sector.

• Issue a separate 
directive for the 
sector.

• Allow interest 
capitalisation for a 
define period from 
the date of harvest 
for the sector. 

Lead Agency

NRB

Facilitating 
Agency

Nepal 
Bankers’ 
Association
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2. 

3.

Agriculture 
Mechanisation Policy
• Custom duties on 

farming equipment, 
such as tractors, are 
subsidised.

• Ownership of 
tractor, bought 
under subsidies, 
cannot be 
transferred for a 
period of five years.

Guarantees
• Risk and credit: 

Deposit & Credit 
Guarantee 
Corporation (DCGC) 
launched credit 
guarantee for 
agriculture loans 
securing up to 75% 
of loans and interest. 

 However, only loans 
from NPR 0.5 million 
to NPR 3 million are 
mandatorily covered 
and loans of NPR 3 
million to NPR 10 
million are covered 
with prior approval 
of DCGC.

• Contract farming: 
Draft Agribusiness 
Promotion Bill (of 
which contract 
farming is a 
provision) is waiting 
to be introduced to 
the Parliament.

• No subsidies for 
spare parts of 
farming 
equipment 
including of the 
tractor that is 
bought under 
subsidy.

• BFIs are reluctant 
to finance 
purchase of 
tractors without 
mortgage over 
land and building 
as they cannot 
sell them for 5 
years, in case of a 
distressed 
situation.

• Not many BFIs 
appear to be 
aware of this 
newly launched 
product.

• Loans of less than 
NPR 0.5 million 
(most risky loans) 
are not covered.

• Currently no 
contract farming 
mechanism in the 
country.

• Implement the 
Policy urgently.

• Extend subsidies 
also to spare parts. 

• Relax restrictions in 
cases when 
financing BFIs need 
to transfer 
ownership to 
recover defaulted 
loans. Allow 
registration of such 
tractors in di�erent 
colour licence plate 
(as for the tourism 
sector) to control 
their misuses.

• Support DCGC to 
establish dialogue 
with BFIs for 
further 
improvement of 
DCGC products.

• Offer BFIs the 
option of credit 
guarantees for 
agriculture loans 
over 3 million

• Prioritise the 
promulgation of 
the Act.

MOAD (with 
support from 
MOF)

DCGC

MOF (with 
support from 
MOAD)

MOC

FNCCI / 
CNI

Nepal 
Bankers’ 
Association 
and 
Commodi-
ty& Farm-
ers Associ-
ations

Ministry of 
Land 
Reform

MOAD 
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4. 

5.

6.

MOF

MOF

MOF (with 
support from 
MOAD and 
Min. of 
Forestry

Commodi-
ty and 
Farmers 
Associa-
tions

Commodi-
ty Associa-
tions / 
MOAD

ADS 
Coordina-
tion 
Committee

• Minimum support 
price: In line with the 
policy, MOAD has 
calculated cost of 
production of major 
products (rice, 
maize, wheat) and 
recommended to 
MOC for 
implementation of 
the support price.

Negotiable Instrument 
Act
• As per the Act 1977, 

negotiable 
instruments are 
Promissory Notes 
and Bills of 
Exchange, including 
cheques and drafts.

Interest subsidies on 
cereal crops
• Government 

provides interest 
subsidy on 
agricultural loans to 
a range of 
agribusinesses 
(Annex A.4.)

Incentive for 
high-value and 
specialised agricultural 
products
• Domestic 

agricultural products 
are more expensive 
compared to 
imported products 
due to the high cost 
of production. 

• Delays in 
implementation of 
this from the MOC 
discourages 
farmers to scale 
up production 
which would 
result into more 
predictable and 
sustainable 
growth

• Warehouse 
Receipt is not a 
negotiable 
instrument and 
therefore, does 
not have legal 
validity.

• Cereal crops do 
not qualify for 
interest subsidy 
as per the existing 
policy framework 
- discouraging 
investments in 
production these.

• Nepal cannot 
match subsidies 
o�ered by 
neighbouring 
countries, nor can 
she compete with 
their large 
economies of 
scale in 
agricultural 
production.

• Expedite 
implementation of 
minimum support 
price for major 
products.

• Recognise legally 
warehouse receipts 
as a negotiable 
instrument.

• Extend interest 
subsidy on loans to 
production of 
cereal crops also.

• Create financial 
modalities to 
incentivise 
investments in 
high-value and 
specialised 
products that 
negate disparity in 
production cost 
compared to 
imported 
agro-products.
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7. 

8.

MOAD (with 
support from 
MOLD and 
Insurance 
Board)

MOF (with 
support from 
NRB)

MOF (with 
support 
from 
develop-
ment 
partners)

Equity 
Funds

Crop and livestock 
Insurance
• Farmers are 

reluctant to insure 
their crops as 
insurances cover 
only input costs. 

• Insurance companies 
are reluctant to 
insure livestock as 
they have to honour 
significant amount 
of claims.

• Insurance premium 
subsidy is not 
available for MAPs.

Equity financing
• This method of 

financing has 
recently been 
introduced in the 
country.

• Crop insurance 
not covered at 
cost of output. 

• Insurance 
companies have 
very limited 
knowledge on 
correctly 
valuating 
livestock.

• Insurance 
companies have 
very low-level of 
understanding of 
intricacies of MAP 
farming and 
business. 
Consequently, are 
reluctant to insure 
MAPs. 

• Very limited 
knowledge 
among 
entrepreneurs on 
the modality.

• Minority 
shareholders 
black-listing 
provision by NRB.

• Entry Valuation 
and Exit modality 
not recognised by 
CRO.

• Introduce schemes 
that insure crops at 
a higher value than 
the input cost. 

• Scale up cattle 
breeding through 
artificial 
insemination.

• Facilitate 
maintaining of 
health-cards of 
cattle.

• Support to enhance 
knowledge on 
pricing, valuation, 
productivity, etc. of 
livestock by 
enhancing access of 
insurance services 
to remote areas.

• Support to raise 
awareness of 
insurance 
companies on MAP 
business.

• Expedite piloting 
weather indexed 
insurance schemes 
to mitigate weather 
related risks and 
also provide output 
based insurance.

• Build knowledge of 
entrepreneurs on 
Equity Financing.  

• Initiate discussion 
with NRB to 
exempt minority 
shareholders in 
Equity Funds from 
blacklisting.

White Lotus Centre August 2016 32

SC 106625 NEP Scaling up Investments in Agriculture - Opportunities, Challenges and Way Forward



SN

1. 

2.

Intervention Areas

Knowledge and 
Capacity
• Demand side: 

Low-level of 
understanding on 
policies and 
financing modalities.

 Limited ability of 
entrepreneurs to 
prepare proposals 
that are attractive 
for banks. 

• Supply side: BFIs’ 
limited attention, 
with very little 
priority given, to 
agriculture 
financing.

Synergy and dialogue
• Many actors in the 

agriculture value 
chain are working in 
silo.

• Significant distrust 
and 
misunderstandings 
among the three key 
players 
–government, 
entrepreneurs and 
BFIs.

Major Gaps

• No efficient 
communication to 
enhance 
knowledge on 
government 
policies & 
financing 
modalities.

 BFIs do not 
receive attractive 
proposals for 
further attention

• BFIs do not have 
sta� with required 
understanding of 
commercial 
potential of 
agriculture sector, 
and ability to take 
proposals 
forward.

• Limited 
knowledge on 
possible synergy 
among 
entrepreneurs in 
the value chain 
(and with BFIs).

• No efforts being 
made to build 
trust and improve 
relations.

Required Actions

• Enhance 
knowledge of 
entrepreneurs on 
government 
schemes and 
corporate 
financing.

 Provide assistance 
to prepare business 
proposals 
interesting for BFIs.

• Help bankers to 
better understand 
commercial 
potential in 
agriculture and to 
work with 
entrepreneurs to 
develop projects.

• Facilitate dialogue 
and networking for 
project 
development.

• Create a 
mechanism for 
recurring 
constructive 
dialogue and 
consultations.

Lead Agency

MOAD (with 
support from 
Development 
Partners)

MOF (with 
support from 
Development 
Partners)

Facilitating 
Agency

Nepal 
Bankers’ 
Associa-
tion, 
commodi-
ties, 
farmers, 
and private 
sector 
develop-
ment firms

Private 
sector 
develop-
ment firms
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3.

4.

Niche market and 
innovation
• Nepalese products 

are costlier than 
Chinese and Indian 
products. However, 
Nepal has 
advantage of 
producing unique 
products.

• Agriculture has 
remained traditional 
with little or no 
diversification of 
products.

Un-glamorous sector
• Agriculture is 

regarded, by and 
large, as a sector not 
for educated people, 
particularly in 
pre-harvesting 
involvement. 

• No existing 
platform to 
support 
innovation and 
incubation for 
unique agriculture 
products Nepal 
o�ers.

• Limited 
awareness on 
business potential 
of the sector and 
of increasing 
dependency on 
neighbouring 
countries.

• Set-up a locally 
owned & managed 
venture fund to 
finance innovations 
in the value chains.

• Defy unproductive 
social believes and 
highlight success 
stories & way 
forward through 
social marketing 
campaign.

MOF (with 
support from  
MOAD)

MOAD (with 
support from 
MOLD)

Develop-
ment 
Partners

Commodi-
ty and 
farmers 
associa-
tions
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7. SUMMARY AND CONCLUSION

This assessment was prepared following in-depth consultations with individuals and groups representing 
key sectors associated with, and likely to be a�ected by, notably greater investments in the agriculture 
sector. In a country dominated by rural population, it is quite natural that agriculture financing is largely 
limited to micro/rural finance, and with its limitations has not been able to take agriculture forward as a 
commercial sector to reap economic benefits. In order to transform the agriculture sector as envisaged by 
the ADS, significant amount of medium and large-scale investments are to be made in the sector agro-in-
dustries.

While we have identified the need to encourage investments in pre-harvesting, which currently lacks the 
appeal to investors due to higher risks involved as compared to post-harvesting, agro-processing and 
mechanisation present a huge commercial viability for larger-scale investments. Such upstream invest-
ments in the value-chain also need innovative and well-conceived agribusiness plans that will in turn 
appeal to BFIs. However, attracting innovative entrepreneurship to the sector requires right e�orts from 
the government (and development sector) to develop schemes for increasing investments in mechanisa-
tion. Such joint investments further motivate investments from the private sector and can go a long way in 
helping agribusiness entrepreneurs to benefit from reduced costs and increased productivity contributing 
to better economies of scale.

This will contribute to international competitiveness for agricultural products produced, processed and 
packaged in Nepal. This will promote agro-processing businesses and agriculture on the whole. Such 
schemes may further help in achieving other national goals of reducing poverty, uplifting rural popula-
tions, ensuring food-security while reaping economic benefits. 

As a country that is still largely agrarian, import of agro-products is increasing. Through improved produc-
tion and commercialisation, the agriculture sector has the potential to not only reduce imports but also to 
create businesses and create, much-needed, well-paying domestic employment.

This study looked into challenges and opportunities to facilitating medium and large-scale investments in 
the agriculture sector in Nepal. While there are numerous minor, but important, policy constraints that 
need to be addressed, equally importantly, there are soft-interventions that are required to bridge gaps in 
terms of knowledge, partnerships, capacity, dialogue and innovation.

Most participants of this study expressed that financing is not the real challenge but the other aspects 
mentioned above are impeding factors in attracting medium and large-scale investment in the agriculture 
sector. 

Thus, policy and soft interventions need to go hand-in-hand in improving the overall investment climate in 
the sector.  
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ANNEX

A1. Participants of Focused Group Discussions (FGDs)

FGD I: Agribusiness entrepreneurs

1. Ms. Sweta Upadhyaya, Proprietor, Laavanya Luxury
2. Mr. Satish Shrestha, Managing Director, Shreenagar Agro Farm
3. Mr. Kabindra Prasad Pradhan, Nepal Krishi Company
4. Mr BK Dalit, Founding Chair, Prangarik Pathshala
5. Mr. Dev Das Manandhar, President, Association of Cold Storage of Nepal

FGD II: Lenders/Banks and Financial Institutions

1. Mr. Gyaneshwar Acharya, Head MidCorp and SME, NABIL Bank
2. Mr. Surendra Regmi, Head Risk, Global IME Bank 
3. Mr. Jalan Kumar Sharma, CEO, Small Farmers Development Bank
4. Mr. Bishnu Thapaliya, Manager, Small Farmer Agriculture Cooperative, Kumpur
5. Ms. Srijana Pandey, Head of Corporate Banking, Nepal Investment Bank
6. Mr. Rabi Pudasaini, Relationship Manager, Nepal Investment Bank
7. Mr. Rudra Bhattarai, President, Nepal Agriculture Central Cooperative Federation
8. Mr. Krishna Raj Lamichhane, CEO, Kailash Bikas Bank/ President, Development Bankers Association
9. Mr. Bhuwan Dahal, CEO, Sanima Bank

FGD III: Non-Governmental Organizations and Development Programmes

1. Mr. Keshav Joshi, Programme Director, CEAPRED
2. Mr. Arun Rana, CEO, Samriddha Pahad
3. Mr. Ganesh Kumar KC, Programme Advisor/Director, DEPROSC
4. Mr. Bhupindra Rana, Intervention Manager/Access to Finance, MEDEP
5. Mr. Jaspreet Singh, Senior Regional Advisor, UNCDF

FGD IV: Commodity Associations

1. Mr. Narayan Hari Khatri, President, Nepal Feed Industry Association
2. Mr. Ramesh Rajkarnikar, Secretary General, Nepal Flour Mill Association
3. Mr. Sumit Kedia, President, Nepal Dairy Association
4. Mr. Radha Krishna Sapkota, Senior Vice President, Nepal Dairy Association
5. Mr. Bhawani Shanker Minda, Member, Association of Rice, Oil & Pulses Industry
6. Mr. Dilli Ram Banskota, General Secretary, Himalaya Tea Producers Association
7. Mr. Parshuram Acharya, Representative, Nepal Co�ee Producers Association/ Member, Nepal Tea and  
 Co�ee Development Board
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A2. Individuals met for one-to-one meetings

1. Mr. Bharat Upadhyay, Executive Director, CEAPRED
2. Mr. Birendra Bahadur Basnyat, Board Member, Nepal Krishi Company
3. Mr. Pradeep Maharjan, CEO, Agro Enterprise Centre, FNCCI
4. Dr. Basant Thapa, Team Leader, Raising Income of Small & Medium Farmers Project
5. Mr. Shiva Nath Pandey, Executive Director, Nepal Rastra Bank
6. Mr. Bishnu Prasad Vaidhya, Deputy General Manager, Rastriya Banijya Bank
7. Mr. Tek Raj Joshi, Department Chief, Agriculture and Social Banking Department, Rastriya Banijya 

Bank
8. Mr. Upendra Poudel, CEO, NMB Bank
9. Mr. Lok Raj Paneru, Head, SME & Micro Finance, NMB Bank
10. Mr. Rajan Singh Bhandari, CEO, Citizens Bank International
11. Mr. Ajay Shrestha, CEO, Bank of Kathmandu
12. Mr. Sashin Joshi, CEO, Nabil Bank
13. Mr. Shovan Dev Pant, CEO, Lumbini Bank
14. Ms. Shabnam Shiwakoti, Joint Secretary, Post-Harvest Management Directorate, Ministry of Agricul-

ture Department
15. Dr. Rudra Bahadur Shrestha, Senior Agri-Economist, Agribusiness and Statistics Division, Ministry of 

Agriculture Development
16. Mr. Surya Prasad Pokharel, Under Secretary, International Cooperation and Coordination Division, 

Ministry of Finance
17. Mr. Ujjwal Pokharel, National Programme Coordinator, UNCDF
18. Mr. Baljit Vohra, Team Leader, Sakchyam Programme
19. Mr. Nirmal Dahal, Deputy Team Leader, Sakchyam Programme
20. Mr. Satish Kumar Bohara, First Vice President, Association of Rice, Oil &Pulses Industries
21. Mr. Anand Bagaria, Managing Director, Nimbus Holdings Pvt. Ltd.
22. Mr. Bishnu Prasad Pokharel, Agri-Entrepreneur
23. Mr. S.M. Agarwal, Senior General Manager Commercial, Chaudhary Group
24. Mr. Biswas Rai, General Manager (Operations), Chaudhary Group
25. Mr. Bidhyabaridi Sigdel, Investment Director, Dolma Impact Fund
26. Mr. Siddhant Raj Pandey, Managing Director, Business Oxygen
27. Mr. Vijay Shah, CEO, NLG Insurance Limited/ President, Nepal Insurers' Association
28. Mr. Purna Chhetri, Senior Agriculture Specialist, Agriculture Global Practice, South Asian Region, 

World Bank
29. Mr. Sabin Raj Shrestha, Senior Financial Sector Specialist, World Bank
30. Mr. Rajesh Babu Shrestha, Managing Director, Chitwan Milk Pvt. Ltd.

White Lotus Centre August 2016 37

SC 106625 NEP Scaling up Investments in Agriculture - Opportunities, Challenges and Way Forward



A3. Tables

A3.1 Table 7: Food and beverage import and domestic production

Items

Rice

Lentils

Ginger

Milk

Sugarcane

Garlic

Dairy 
products

Sugar & Sugar 
Confectionery

Potatoes

Other edible 
vegetables & 
certain roots 
and tubers

Edible fruits 
and nuts: peel 
of citrus fruits 
and melons

Quantity 
in MT

502,233

23,894

2,300

17,296

218,577

241,178

235,274

Imports Domestic Production

FY 2013/14 FY 2014/15 FY 2013/14 FY 2014/15

Amount 
(in NPR 
million)

17,255

1,380

189

1,911

3,744

4,218

8,917

12,181

Quantity 
in MT

723,240

23,824

442

14,412

241,719

259,407

189,402

Amount 
(in NPR 
million)

24,835

1,752

91

2,096

3,500

5,128

10,810

10,545

Land 
area in 
hectare

1,486,951

328,738

24,226

65,000

6,569

205,725

254,932

110,086

Production 
in MT

5,047,047

352,473

276,150

1,700,073

3,020,000

45,035

2,817,512

3,421,035

965,044

Land
area in 
hectare

1,425,346

326,400

24,250

66,600

6,610

190,228

245,368

111,686

Production 
in MT

4,788,612

353,500

285, 550

1,724,823

3,063,000

47,500

2,842,000

3,629,000

1,186,369
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A3.2 Table 8: Export and domestic production of tea, co�ee, ginger and lentils

Items

Tea

Co�ee

Ginger

Lentils

Quantity 
in MT

11,396

52

20,416

17,341

Exports Domestic Production

FY 2013/14 FY 2014/15 FY 2013/14 FY 2014/15

Amount 
(in NPR 
million)

2,029

66

450

2,048

Quantity 
in MT

11,143

100

24,548

9,881

Amount 
(in NPR 
million)

2,007

100

465

1,258

Land 
area in 
hectare

19,100

1,765

24,226

328,738

Production 
in MT

19,610

375

276,150

352,473

Land
area in 
hectare

19,350

1,925

24,250

326,400

Production 
in MT

22,500

450

285,550

353,500

* Preparations of vegetables, fruits, nuts or other parts of plants
** Edible fruits and nuts: peel of citrus fruit or melons

A3.3 Table 9: Export of juices and its raw materials

Items

Juices

*

**

Quantity 
in MT

235,274

Imports Exports

FY 2013/14 FY 2014/15 FY 2013/14 FY 2014/15

Amount 
(in NPR 
million)

1,020

12,181

Quantity 
in MT

189,402

Amount 
(in NPR 
million)

1,562

10,545

Quantity 
in Kilo 
Litre

69,041

Amount (in 
NPR 

million)

4,442

Quantity 
in Kilo 
Litre

68,777

Amount 
(in NPR 
million)

4,789

A3.4 Table 10: Import and export of MAPs

Items

MAPs

Quantity 
in MT

2,014

Imports Exports

FY 2013/14 FY 2014/15 FY 2013/14 FY 2014/15

Amount 
(in NPR 
million)

734

Quantity 
in MT

1,121

Amount 
(in NPR 
million)

494

Quantity 
in MT

5,412

Amount (in 
NPR 

million)

1,602

Quantity 
in MT

4,294

Amount 
(in NPR 
million)

1,626
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All tables Sources:  
a) Domestic Production- Economic Survey 2014-2015, Ministry of Finance, Government of Nepal 
b) Imports and Exports-Nepal Foreign Trade Statistics, Trade and Export Promotion Centre, Ministry of Commerce and Supplies, 
Government of Nepal

A3.5 Table 11: Import of major raw materials for feeds

Items

Wheat

Maize

Oil 
Cakes

Quantity 
in MT

141,928

281,824

79,312

Imports Domestic Production

FY 2013/14 FY 2014/15 FY 2013/14 FY 2014/15

Amount 
(in NPR 
million)

3,450

7,490

5,214

Quantity 
in MT

83,287

292,398

105,533

Amount 
(in NPR 
million)

2,051

7,683

6,057

Land 
area in 
hectare

754,474

928,761

Production 
in MT

1,883,147

2,283,222

Land
area in 
hectare

762,373

882,395

Production 
in MT

1,975,625

2,245,291
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A4. Details of agribusinesses eligible for interest subsidy provided by GON as per the 
NRB directives:

1. Production, processing and storage of vegetables
2. Production, processing and storage of seeds
3. Floriculture
4. Livestock
5. Production, processing and storage of fruits
6. Production, processing and sales of dairy products
7. Fishery, storage and sales of fish
8. Production, processing and storage of mushrooms
9. Slaughterhouse, meat products
10. Production, processing and storage of medicinal herbs
11. Farming, processing and storage of sugarcane, cardamom and ginger
 11 a. Bee farming
 11 b. Barley, Buckwheat, Perilla (Silam) and
12. Other agribusinesses as specified by GON from time to time
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A5: Workshop: List of attendees

SN

1

2

3

4

5

6

7

8

9

10

11

12

13

14
 

15

16

17

18

19

Name

Mr. Aman Shrestha

Mr. Arun Rana

Mr. Banshi Sharma

Mr. Bishnu Babu Mishra

Mr. Dev Das Manandhar

Mr. Dilli Ram Banskota

Mr. Dipendra Karna

Mr. Ganesh Kumar KC

Mr. Govind Ghimire

Mr. Govinda Gewali

Mr. Govinda Ghimire

Mr. Gyaneshwar Acharya 

Mr. Jagdish Kumar

Mr. Jalan Kumar Sharma

Mr. Kapil Tamot

Mr. Kenichi Yokoyama

Mr. Keshab Datta Joshi

Mr. Krishna Raj Lamichhane

Ms. Moushumi Shrestha

Mr. Pradeep Maharjan

Designation/Organisation

Assistant Manager/ Nepal Investment 
Bank Ltd

Senior Programs O�cer/ ADB

Joint Secretary/ Ministry of Local 
Development

Manager/ Deposit & Credit Guarantee 
Corporation

President/ Association of Cold Storage of 
Nepal

General Secretary/ Himalaya Tea 
Producers Association

Coordinator/ Nepal Krishi Company Ltd.

Program Advisor/ DEPROSC

Head Business Banking & Recovery/ NMB 
Bank Ltd.

Senior Project O�cer/ ADB

President/ Nepal Herbs & Herbal Products 
Association

Head, SME, MF & Mid-Cooperative/ Nabil 
Bank Ltd.

Assistant Director/ Nepal Rastra Bank

CEO/ Small Farmers Development Bank

Managing Partner/ White Lotus Centre

Country Director/ ADB

Program Director/ CEAPRED

President/ Development Bankers 
Association

Director, Business Development/ 
Shreenagar Agro Farm

CEO/ Agro Enterprise Centre, FNCCI

Sector

Banking

Development

Government

Government

Private Sector

Private Sector

Private Sector

NGO

Banking

Development 

Private Sector

Banking

Government

Banking

Private Sector

Development 

NGO

Banking

Private Sector

Private Sector
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20

21

22

23

24

25

26

28

29

30

31

32

33

34

35

36

Mr. Prahlad Dahal 

Mr. Rajan Acharya

Mr. Ramesh Rajkarnikar

Dr. Rudra Bahadur Shrestha

Ms. Shabnam Shiwakoti

Ms. Shila Thapa

Mr. Shyam Poudel

Mr. Shyam Prasad Bhandari

Mr. Siddhant Raj Pandey

Mr. Siddharth Gautam

Dr. Sital Kaji Shrestha

Ms. Sujita Kharel

Mr. Surendra Raj Regmi

Mr. Surya Pokharel

Mr. Upendra Poudel

Ms. Usha Poudel

General Secretary/ Nepal Dairy 
Association

Programs Analyst/ ADB

Secretary General/ Nepal Flour Mill 
Association

Senior Agri Economist/ Agri Business and 
Statistics Division, MOAD

Joint Secretary/ Post Harvest 
Management Directorate, MOAD

Deputy Director/ Agro Enterprise Centre, 
FNCCI

Joint Secretary/ Ministry of Livestock 
Development

President/ Nepal Co�ee Producers 
Association

Managing Director/ Business Oxygen Pvt. 
Ltd.

Researcher/ Research & Action 
Committee, Lumbini Foundation for 
Development and Peace

Public Relation O�cer/ Nimbus Holdings 
Pvt. Ltd.

Relationship Manager/ Sanima Bank Ltd.

Chief Manager, SME & Retail Banking/ 
Global IME Bank Ltd.

Under Secretary/ Ministry of Finance

CEO/ NMB Bank Limited; President/ NBA

Head of Administration/ Deposit and 
Credit Guarantee Corporation

Private Sector

Development 

Private Sector

Government

Government

Private Sector

Government

Private Sector

Private Sector

Research

Private Sector

Banking

Banking

Government

Banking

Government
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A6. Source Citations

"Nepal Critical Development Constraints." Country Diagnostic Studies (2009): n. Page 78-79. Web. 
<http://www.adb.org/sites/default/files/publication/28933/main-report.pdf>.

“Interim Report.” Agriculture Sector Development Program Interim Report (2015). ADB

"Innovative Agricultural Finance Models". International Finance Corporation, Nov. 2012. Web. Apr. 2016. 
<http://www.ifc.org/wps/wcm/connect/55301b804ebc5f379f86bf45b400a808/Innovative+Agricultural+S
ME+Finance+Models.pdf?MOD=AJPERES>.

Gashayie, Aderaw and Manoj Singh. "Agricultural Finance Constraints and Innovative Models Experience 
for Ethiopia: Empirical Evidence from Developing Countries." www.iiste.org. Web. 
<http://www.iiste.org/Journals/index.php/RJFA/article/viewFile/21590/22438>.
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