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Overview of Agriculture Sector

» Agriculture is the backbone of Nepal’s economy
that drives GDP growth, employment and
inclusive development

» Agriculture contributes to about one third
(29.37 %) of GDP, and employs nearly two
thirds of the population in Nepal

» Public Investment around 3-4 % of annual
budget

» AGDP Growth Rate 5.29 % (0.03 % in FY
2072/73)

» Critical Factors: Rainfall, Input (Seed and
ctilizer), farm labor, market




Impact of change in Agri Sector Growth on
Overall GDP of Nepal
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Overview of the Agricultural Value
Chain in Nepal
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Feature of Nepalese Agriculture

Pre-harvest segment is characterized by -
~Low usage of agri-inputs and technology,
and

» Fragmented land-holdings with
predominantly traditional farming approaches

Post-harvest segment is characterized by -

» Poor infrastructure for cold storage and
warehousing




Inputs and mechanisation in agriculture
in Nepal

Geographic Regions

Input and Mechanization
Indicators in 2009

Fertilizer Consumption in
Kg/hectare

Tractors/ hectare of arable
land (Number)

Cereal Yield in Kg/hectare

Notes
Circle sizes are representative and not to scale:
#98 of 208 countries in the dataset did not report any data for this
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Trends in import of agricultural
iInputs
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Source: Trade and Export Promotion Centre database, accessed in March 2014




Challenges Facing the Agricultural
Sector

+~Low usage of technology and agri-inputs has a
negative impact on productivity

+ Lack of skilled manpower,

«Infrastructure and terrain-related challenges,
and

+» Low investment from private sector

+Climate change, disaster and weather related
hazards

+Poor infrastructure for cold storage and
warehousing




Foreign Direct Investment (FDI)

» A foreign direct investment (FDI) is
an investment in the form of
a controlling ownership in a business in
one country by an entity based in
another country.

» FDI  usually involves participation in
management, joint-venture, transfer of
technology and expertise.

.



https://en.wikipedia.org/wiki/Investment
https://en.wikipedia.org/wiki/Controlling_interest
https://en.wikipedia.org/wiki/Business
https://en.wikipedia.org/wiki/Joint-venture
https://en.wikipedia.org/wiki/Transfer_of_technology

Advantage and Disadvantage of FDI

Advantage:

+ Access to markets

+ Access to resources

+ Reduces cost of production
« Transfer of Technology

Disadvantage

+ Unstable economic condition

+» Unstable political and legal system
+» Destroy the domestic industries

+ Disharmony in the social structure




Investment Opportunities in

Non-Opportunities

Agriculture

Currently Viable Emerging Opportunities
Opportunities with Future Potential

+Seeds *Honey

+Dairy +Coffee

*Fruit processing

+Spices

*MAPs

+Tea

+Coftage industries -
fisheries, poultry, bee-
keeping, wool

+Animal feed

.



Foreign Investment Policy and FDI
in the Agriculture Sector

» The government recognises the need for growth
capital in agriculture and is supportive of private
sector investments from foreign countries .

» Foreign Direct Investment (FDI) is allowed in
agricultural sub-sectors except poultry, fisheries,
bee-keeping, and Rural tourism (FITA 2049).

» Over US$ 13 million of FDI has been channeled into
agriculture by foreign entities from over 20
countries since 2008. (Dolma Development Fund,
2014)
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The top 4 contributors of FDI in agribusinesses
are India, China, USA, and Denmark
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Source: Industrial Stafistics 2013 and Intellecap analysis, 2014
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Most FDI capital is directed towards
tea, dairy, and MAPs industries

0.11
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mindia =China mUK mDenmark mMNetherand mUSA = Bangladesh = 0Others

All values are in US$ million

I Source: Industrial Statistics 2013 and Intellecap analysis, 2014




» Joint Ventures (JVs) in agriculture can help
businesses access not only financial but also
technical assistance; and help them scale faster

» Increased inflows of foreign investments can
serve to catalyse the sector and help to bring
down heavy reliance on imports.

» Aside from financial contribution to firms,
foreign firms that form JVs with domestic
companies are beneficial in bringing in expertise
in the form of technology and processes,
management best-practises, and access to
pedets. (Dolma Development Fund, 2014)
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» Araare (Fisheries)

» 7rgd 9t (Bee Keeping)

» BT 9t (Poultry)

» rier wieq (Rural Tourism)




I FTAT TeAET dNTE AN TR IATEV

High value Agriculture Project (HVAP): Surkhet-
Chhinchu
» Organic Mountain Flavor Pvt. Ltd. (OMF)

~ OMF is a joint venture company between
two Nepalese and one Dutch company.

» OMF processes Organic Gingers in form of
Dried Pieces, Powder and Candy. Along with
Organic Turmeric in Dried pieces and
powder.

» Certifying products with the ECOCERT label.
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