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JICA
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T
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MOAD
NARC
NPC
OJT
PP
PPP
SDC
SEA
SRC
SRCAMP

StC
USAID
WB

Asian Development Bank

Agricultural Development Strategy

Artificial Insemination

All Party Mechanism

Agricultural Perspective Plan

Basic Development Strategy

Counter Part

Central Region Agriculture Directorate

District Agriculture Development Office

Draft Basic Development Strategy

District Development Committee

Department of Food Technology and Quality Control
District Livestock Services Office

Department of Agriculture

Department of Livestock Services

European Commission

European Union

Food and Agriculture Organization of the United Nations
Field Facilitator

Gross Domestic Product

Deutsche Gesellschaft fiir Internationale Zusammenarbeit
Geographic Information System

International Fund for Agricultural Development
Japan International Cooperation Agency

Japan Overseas Cooperation Volunteers

Junior Technician

Junior Technician Assistant

Local Development Officer

Ministry of Agriculture Development

Nepal Agricultural Research Council

National Planning Commission

On the Job Training

Pilot Project

Public - Private Partnership

Swiss Agency for Development and Cooperation
Strategic Environmental Assessment

Sindhuli Road Corridor

The Project for the Master Plan Study on High Value
Agriculture Extension and Promotion in Sindhuli Road
Corridor

Steering Committee

United States Agency for International Development
World Bank
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ML~V T, ey =7 AR 4 BOREZERIESFZHT (DADO) M UHREPEY — & A SR

(DLSO) A7 m =7 hOERZH | HRERDREIELTT, GEY — A REH 2 EiES
%R (DOA) L#&PER (DLS) & LTl a bz, 7272 LT M LBORIC L v B L
UL D EEFE N OB PE B IR 3 B2 (District Development Committee: DDC) D4 fiE (2
EBEEINTEBY, £EEL-)LOBIREHE O T 7 &2 —BIERS & O F5 I 7 B R A

(Ministry of Local Development: MOLD) O #E & 72> TV A Z & 725, DDC M UV 7 3855 K 52
OARPL T TEIEANZ R E SNIEAR D 5 T HGT 385 OBREE 2 (U L T 2 Mg o BUw BAGR
2 & % =22 v 1 (APM: All Party Mechanism) & & {5 A 217V oo Fid 2 727,
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0¥ x s NEEZEBZ (Steering Committee : StC) MFXE L, BFEEDOKRE D #EEEZHE DT, StC
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z1: StCAUN——F&

Title Position Ministry/Organization
. Ministry of Agriculture
Chairperson | Secretary Develtggmen t%M OAD)
Member Joint Secretary, Planning Division MOAD
Secretary
Joint Secretary, Foreign Aid Co-ordination Division Ministry of Finance
Joint Secretary, Agriculture and Rural Infrastructure National Planning
Development Division Committee (NPC)
Joint Secretary, Monitoring and Evaluation Division MOAD
Joint Secretary, Gender Equity and Environment Division MOAD
Joint Secretary, Agribusiness Promotion and Statistics Division | MOAD
Joint Secretary, Administration Division MOAD
Director General, Department of Agriculture (DOA) MOAD
Director General, Department of Livestock Services (DSL) MOAD
Director General, Department of Cooperatives (DOC) MOAD
Director General, Department of Food Technology and Quality
Members 1 ntrol (DFTQC) MOAD
Joint Secretary, Planning and Foreign Aid Coordination Division Ministry of Local
Development
Federation of Nepalese
Chief Executive Officer,  Agro Enterprise Center (AEC), Chambers of
Commerce and
Industry, (FNCCI)
Representative Embassy of Japan
Representative JICA Nepal Office
Advisory Study Members JICA Head Quarters
Representatives JICA Study Team

% All Party Mechanism 1% 2012 £E (2 R/ S— /VBUFFICEVBEIE SN2 720 BRL AL T —F 0 7 7 JL—TF A R—InB a4
7
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DML, BEEPEY OREECIZEIR T 5 R N— L T B (Federation of Nepalese Chambers of
Commerce and Industry: FNCCI) M ONZ DOAr F D E¥#EE¥EtE > % — (Agriculture Enterprise Center:
AEC) | T - BOBICBHR T 2 RE 7 7 —, REBFME. RRINV—TERLRAT =7k
N — A E L AT VO DEB 2 T LT,

47 Y= P ERREZRT,

Project Management Structure

< Central Level >

( h Chair: Secretary of MOAD

Steering Committee Members: As listed in Table
(StC) Function: Periodical progress monitoring and decision making on the
\. J directions of the Study

Project Manager: Director of Central Region Agriculture Development
Project Management Unit (PMU) (CRAD), MOAD

\ ) Staff Member(s): 1 officer from CRAD and 1 officer from DSL

Technical Members: Working level staffs from

concerned Divisions/Directorates under MOAD

Function: Provides regular managerial supports to JICA Study Team (JST)
through coordination and facilitates technical inputs through joint work
between MOAD and JST.

< District Level >

Head: Head of DADO

Members: DADO, DOSL, LDO, etc.)

Function: Provides District level coordination to facilitate the smooth
implementation of the Study

Working Groups (WGs)
-Kavre - Dolakha
- Sindhuli - Ramechap

B 4: Fuv=r bEEEH
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The Project for the Master Plan Study
on High Value Agriculture Extension and Promotion Project
in Sindhuli Road Corridor in Nepal
(SRCAMP)

Final Report

SUMMARY"

1. INTRODUCTION

1.1 Background

In Nepal, two-thirds of the population is engaged in agriculture, and the share of the agriculture sector
in the gross domestic product (GDP) is about one-third. Most of the poor live in the rural areas with

agriculture as their vital means of subsistence.

Nepal has different agricultural development approaches for the plain region and the hill and mountain
area, which have different meteorological characteristics. While it is aimed to improve the productivity
of staple foods such as rice and wheat by technical improvements in the plain region, high value
commodities (HVCs) such as livestock products (mainly milk), fruit trees, and vegetables are
promoted in the hill and mountain area. In the hill and mountain area, farming is practiced in small
land plots on steep slopes. Moreover, the production of livestock products, fruits, and vegetables
utilizing a variety of meteorological conditions and regional characteristics has higher potential than
the production of staple foods. However, the infrastructure and institutions necessary for this approach,
such as irrigation facilities and agricultural roads, agricultural technology and extension services,
access to production inputs (fertilizers and seeds), and organization of farmers, have not been

sufficiently developed in the area.

In the districts located in the hill area along Sindhuli Road, namely Kavrepalanchowk (hereafter
referred to as “Kavre”), Dolakha, Ramechhap, and Sindhuli, it is expected that the opening of the road
in 2015 would bring about secondary effects, including economic revitalization of the underdeveloped
areas and improvement of livelihood. In order to prepare for the expected changes due to the opening
of Sindhuli Road, the Government of Nepal (GON), with the technical assistance from the Japan
International Cooperation Agency (JICA), launched the Project for the Master Plan Study on High
Value Agriculture Extension and Promotion in the Sindhuli Road Corridor (SRCAMP) in June 2011

for a period of approximately three years.

! Section number of this Summary is not identical with that of main text, since some sections are omitted in editing process.
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1.2 Objectives and Scope of the Study

The overall goal of the Study is to contribute to the livelihood improvement of the rural population in
the Sindhuli Road Corridor (SRC) area through income generation by enhanced high value
commercial agricultural production. The objective of the Study is to formulate the medium- to
long-term plan to promote HVCs and to transfer relevant skills/technologies to the Nepali counterpart
(C/P) personnel through joint work on basic information exchange, formulation of the Basic
Development Strategy (BDS), implementation of pilot projects, and formulation of the Master Plan
(M/P) with the Action Plan (A/P) and the Policy Matrix.

The Study consists of three phases as shown in Figure 1.1.

Figure 1.1: Work Flow by Outputs in Each Phase

1.3 Study Area

The study area covers the four districts in the SRC area, namely: Kavre, Dolakha, Ramechhap, and
Sindhuli (refer to Figure 1.2). The study area is geographically and meteorologically diverse, i.e., the
difference in elevation is approximately 6,900 m, ranging from 7,183 m in Dolakha District to 305 m
in Sindhuli District. Likewise, precipitation and temperature vary within the area. It has an alpine
climate in the Himalayas and subtropical climate in the lower hills and river banks. The variety of
natural conditions in the area makes it possible to grow various crops, and also allows the production

of off-season vegetables in the plains.

As for the social aspect, an outstanding characteristic in the study area is that the ethnic Tamang
residents, which comprise only 5% of the total population in Nepal, account for around 30% of the

population in Kavre and Sindhuli districts.
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Figure 1.2: Location of Four Districts in the Study Area

Table 1.1 shows the basic information of the study districts.

Table 1.1: Basic Data of Study Districts

Study Districts

# Particulars Unit Kavre Dolakha Ramechhap Sindhuli Nepal

1 | Area km? 1,396 2,191 1,546 2,491 147,181
2 | Population* no. 381,937 186,557 202,646 296,192 26,494,504
3 | Male* no. 182,936 87,003 93,386 142,123 12,849,041
4 | Female* no. 199,001 99,554 109,260 154,069 13,645,463
5 | Sex Ratio* % 91.93 87.39 85.47 92.25 94.16
6 | Total Households* no. 80,720 45,688 43,910 57,581 5,427,302
7 | Average HH size* no. 4.73 4.08 4.62 5.14 4.88
8 | Population density* no./km? 274 85 131 119 180
9 gg%‘l’l‘l’;ggﬁ*"furban % 15.5 5.9 133 17.1
10 | Literacy rate* % 63.7 50.6 39 50.1 535
11 | Poverty incidence** % 13.9 26.0 25.6 383 25.2

Source: * CBS, 2012; ** CBS 2013 b.
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2. OVERVIEW OF THE AGRICULTURE SECTOR IN NEPAL

2.1 Status of Agriculture in Nepal

The economy of Nepal is mainly based on agricultural production. About 90% of the population lives
in rural areas whose key occupation is agriculture. In 2012/13, the agriculture and forestry sector
provided 28.3% of the total GDP?. The portion of agriculture sector in the total GDP has declined in
recent years. The share of agriculture in GDP in 1990 was 49% but it has declined to just 28% in 20
years. Nevertheless, the role of agriculture still remains prominent, with around 74% of labor force,
aged 15 years and above who are currently economically active, are employed in this sector’. Although
the share of agriculture in the gross GDP has been declining, it is still the largest single sector of the
economy. Besides being a major source of food and employment, this sector is also vital for the
growth and development of the industrial and export sectors as both of these sectors are

agriculture-based.

2.2 Main Challenge of the Agriculture Sector in Nepal

The main challenge of the agriculture sector in Nepal is ensuring the compatibility of food security
and agricultural commercialization. Due to the low productivity of traditional crops, i.e., mainly minor
grains in the hill and mountain areas, the shifting of production to horticultural crops such as
vegetables and fruits utilizing the regional meteorological conditions is recommended. Therefore,_the

concept of agricultural commercialization in Nepal should be recognized not as commercialization

with high-level processing such as agricultural mechanization or mass production, but as a measure to

exit from low-level, subsistence agriculture.

2.3 Agriculture Policy, Acts, Rules, and Regulations

In Nepal, the 20-year Agriculture Perspective Plan (APP) is in operation since 1997 to accelerate
agricultural growth for poverty reduction in a sustainable manner. Since 1997, Nepal’s agriculture
sector has been directed by this long-term plan. This plan provides a framework for the medium- and
short-term plans, including the Ninth Plan (1997/98-2002/03), Tenth Plan (2002/03-2006/07),
Three-Year Interim Plan (2007/08-2009/10), Three-Year Plan (2010/11-2012/13), and Thirteenth
Three-Year Plan Approach Paper (2013/14-2015/2016).

In view of the termination of the 20-year APP period and to prepare for the promulgation of the
long-term plan for the next 20 years for Nepal’s agriculture sector after APP, the Asian Development
bank (ADB) and several other donors have been assisting the government to prepare the Agriculture
Development Strategy (ADS) with a view to increase the agriculture sector output that is more
resilient to climate change. As for agricultural commercialization, the policy goal is to transform the
agriculture sector from the subsistence level to a sector in which a vast majority of farming is carried

out for commercial purposes and is connected to the local and national economies and markets.

2 CBS, 2013a
3 CBS, 2009
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2.4 Programs and Projects in line with the Policies
2.4.1 Government Commitment

The government plans to significantly increase its investment in the agriculture sector, i.e., from
Rs.918.6 million in 2010/11 to Rs.1,341.4 million in 2013/14. In 2011/12, the government approved
Rs.1,193.6 million of which about 75% (Rs.898.4 million) was provided by the government while the

remaining 25% (Rs.295.2 million) was committed through donor assistance.

2.4.2 Pocket Package Strategy (PPS)

The PPS guidelines approved by GON as part of the packages of strategies for implementation of APP
provide mechanisms and processes for the identification of production pocket areas. GON has given a

high priority to horticultural crops and livestock as both are two priority outputs of APP.

2.5 Key Donor Projects in the Agriculture Sector

The major donors in the agriculture-related field (including livestock) in Nepal are ADB, the World
Bank (WB), and the International Fund for Agricultural Development (IFAD). The Food and
Agriculture Organization (FAO) also provides various types of technical assistance. As for the bilateral

donors, UK, India, Japan, USA, Switzerland, Norway, and Germany are the main donors.

2.6 Institutional Structure and Arrangement for Agricultural Development

The institutional framework of the agriculture sector consists of: 1) the public sector institutions that
are responsible for agricultural policy formulation, planning, implementation, agricultural research,
and rural finance; 2) the non-government sector including a large number of non-governmental
organizations (NGOs) and community-based organizations (CBOs) that are engaged in a wide range of
rural development and agricultural service delivery activities; and 3) the private sector including

mainly input suppliers, producers, processors, and traders.
2.7 Agricultural Production

2.7.1 Diversity of Crops based on Unique Physiographic Form and Agro-climatic Conditions

Cereals represent more than 75% of the total cropped area in Nepal followed by vegetables and fruits.
Generally, Terai is known as the food basket and it is the principal area for cereal crop production.
Likewise, the hill and mountain areas are appropriate for horticultural crops (fruits and vegetables) and

the mountainous region for livestock.
2.7.2 Cultivated Land, Land Holding Size, and Tenancy
(1) Cultivated Land

The relatively higher portion of cultivated land lies in Terai (39.5%), followed by hills (27.5%) and
mountains (4.0%). Out of the total cultivated land, more than half is located in Terai (51.7%) while
very little in the mountains (8.3%).
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(2) Land Holding Size, Distribution, and Land Tenancy

Land distribution in Nepal is highly skewed. More than two-thirds of the total landholders have less
than 1 ha, and own only 30% of the total farm area. Their average land size is only 0.42 ha. On the
other hand, 1.5% of the landholders own more than 5 ha, which cover 14% of the total farm area in
Nepal. Land tenure information indicates that farm size is larger in Terai (1.29 ha) than in the hills
(0.77 ha) or mountains (0.66 ha).

The dominant type of land entitlement in Nepal is owner-tiller. About 85% of the land is

owner-operated and the remaining 15% is rented.

2.7.3 Production of Main HVCs
(1) Vegetables and Fruits

The production volumes of vegetables and fruits have grown over the last seven years at 7.5% and 8%

per annum, respectively.

(2) Production of Livestock and Livestock Products

The productions of milk and meat have increased at a rate of 3.4% and 4.0% per annum, respectively,
from 2003/04 to 2011/12.

2.8 Agricultural Inputs
2.8.1 Fertilizers

As the country does not produce chemical fertilizers, all fertilizers are imported. Most of the fertilizers
are imported from India under a government-to-government system. The main public importer of
chemical fertilizers in Nepal is the Agriculture Inputs Company Private Limited (AICL). Private
traders are also allowed to import fertilizers, and in this case, fertilizers are distributed by district
dealers to agro-vets or cooperatives to farmers. However, they would not be able to get subsidized
fertilizers for sale, which means that fertilizers are legally controlled by AICL. The difference of
fertilizer prices between India and Nepal has increased, and as a result, the fertilizer distribution
system in Nepal has almost been nullified. Farmers in the Terai area have been getting fertilizers also

through informal cross-border trade between the two countries.

2.8.2 Seeds

Unlike fertilizer, the seed sector is deregulated in Nepal. Private companies, farmers, and cooperatives
can produce breeder, foundation, certified, and improved seeds. However, only the Nepal Agriculture

Research Council (NARC) can produce breeder seeds.

2.8.3 Chemicals

All chemicals, including pesticides are handled by the private traders. There is no subsidy for
pesticides. Importers registered under the Pesticides Registrar of the Department of Agriculture (DOA)
import pesticides from India, China, and other countries and sell them to agro-vets and very rarely to

agricultural cooperatives at wholesale prices.
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2.8.4 Other Agricultural Materials and Equipment

For other agricultural materials and equipment, including pesticide application equipment, livestock
medicines, animal feeds, and plastic sheets, there is no established system like those for seeds and

fertilizers.

2.9 Agricultural Finance

Various models of microfinance such as Grameen Bank replication, financial intermediary NGO
Model, and cooperative societies focusing on poor and microfinance have been operating. As of
mid-July 2012, there are 24 microfinance development banks, 36 financial intermediary NGOs
(FINGOs), 16 savings and credit cooperatives (SACCOs) with limited banking, and 11,851 SACCOs.
Statistics showed that more than 1 million poor people have benefited from microfinance services.
However, financial outreach to the rural poor is still only about half of the target needy groups due to

inadequacy of microfinance services in terms of both service coverage and loan amount.

2.10 Agricultural Trade

Nepal’s major trade partner is India in terms of the value account of both export and import, which is
almost the same as or more than that of the other countries combined. Nepal’s leading agricultural
exports are herbs, pulses, cardamom, tea, ginger, betel nuts, beans, lentils, and oil cake. Nepal’s major

import commodities are rice, crude soybean oil, crude palm oil, vegetables, and fertilizers.

2.11 Demand of HVCs based on Turn Volumes
2.11.1 Arrivals of Vegetables, Fruits, and Spices in Kalimati Market

In order to know the demand trends for vegetables and fruits, the data on market arrival of HVCs was
analyzed. The total volume of vegetables arriving in Kalimati Market, Kathmandu became almost
double from 2005 to 2012. This reveals that the consumption of vegetable is rapidly increasing. The

arrival of fruits in Kalimati Market has increased by 134% during the same period.

2.11.2 Arrivals of Vegetables and Fruits from SRC Districts to Kalimati Market

Out of the total market arrivals in Kalimati Market, nearly 12% of the agricultural produce comes
from Kavre District while no information is available on market arrivals from other SRC districts. The
produce originating from Dolakha might also have been included in the total products coming from

Kavre because they arrive in Kalimati Market via Kavre.

2.11.3 Arrival of Goat in Kathmandu Market

The Kathmandu Chaupaya Kharid Bikri Private Limited holds over 90% share of goat sales in Kalanki
Bazaar, the biggest goat market in Kathmandu Valley. In FY2011/12, 72% of handling goats are traded
by the private company, almost 80% of which are imported from India and only 20% are domestic

goats. This trend has not changed in the past three years.
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2.11.4 Arrival of Milk in Kathmandu and Current Production Volume of SRC Area

The total volume of milk arriving in Kathmandu and its current production volume in SRC area are
not clear as there is no appropriate data available. However, it is certain that the demand for milk in

Kathmandu will increase as the population in Kathmandu Valley is rapidly increasing.

3. AGRICULTURAL DEVELOPMENT IN SRC DISTRICTS

3.1 District Level Agriculture Sector in SRC Districts
3.1.1 District Development Plans

The District Development Committee (DDC) is the local government responsible for formulating
development policies, strategies, and plan; allocating and controlling resources; and monitoring the
development activities in the district. DDC is also responsible for planning, implementing, managing,
and monitoring agricultural development and extension, basic and primary education, and primary

health care at the district level.

The district plans for the development of the agriculture sector for FY2012/13 revealed that the
priority of all districts is improving the farmers’ income through commercialization of the agriculture

sector while supporting agricultural infrastructure development and market management.

3.1.2 District Agricultural Development Programs under District Agriculture Development
Office (DADO)

Guided by district development priorities and demand from the Agricultural Service Centers (ASCs)
and the Village Development Committees (VDCs), each DADO prepared a detailed annual plan of
action, which revealed that citrus (mostly sweet and mandarin oranges) and vegetable development
remain as the highly prioritized programs for commercial agricultural development in all districts. The
total budget of DADO varies from Rs.22.7 million in Ramechhap to Rs.36.5 million in Sindhuli in
FY2013/14. Less than one-fourth of the budget is spent on programs for all districts while the major

portion of budget is spent on administration, especially on salary.

3.1.3 District Livestock Development Programs under District Livestock Service Office (DLSO)

As for the livestock sector, the total budget of DLSO varies from Rs.15.8 million in Dolakha to
Rs.19.3 million in Kavre in FY2012/13. Less than one-fourth of the budget is spent on programs for

all districts while the major portion of budget is spent on administration, especially on salary.

3.2 Agriculture Production in SRC Districts
3.2.1 Cultivated Area for Production in SRC Districts
(1) Cultivated Land

Ramechhap (40,050 ha) has the highest cultivated land, followed by Sindhuli (39,485 ha), Kavre
(36,442 ha), and Dolakha (29,423 ha). Of the total agricultural land, more than half is cultivated
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except in Dolakha.

3.2.2 Tenancy and Landholding in SRC Districts

The proportion of landless households in the study districts varied from 0.1% each in Kavre and
Ramechhap districts to 0.6% in Dolakha District. The National Sample Census of Agriculture showed
that two-thirds of households across all study districts own less than 1 ha of land. Very few farmers
have more than 5 ha of land. These fragmented and small-size landholdings have been a challenge for

increasing productivity.

In all the study districts, the average holding size is small and most of the lands are owned. The
National Sample Census of Agriculture shows that more than 90% of land across all the study districts

is owned by the owner themselves ranging from 96.5% in Dolakha to 99.5% in Ramechhap.

3.2.3 Diversity of Crops according to Different Climate and Altitude in SRC Districts

Cereal crops occupy more than two-thirds of the cropped areas in all the study districts. Next to cereal
crops are cash crops followed by pulses and vegetables. Fruits are cultivated in relatively limited areas
in all the study districts. In terms of the main cereal crops, maize, paddy, and wheat are grown in
Kavre and Dolakha, maize and finger millet are grown in Sindhuli, while paddy and maize are grown
in Ramechhap. These crops occupy more than 40% of the cropped area. The area for vegetables varies
from 1.7% in Ramechhap to 12.5% in Kavre.

3.2.4 Change of Production of Agriculture and Livestock in SRC Districts
(1) Agricultural Production

All four districts increased their maize production in the last eight years. In Kavre District, the
production of vegetables and potatoes dramatically increased, i.e., vegetable production almost tripled,
potato production became double, and chili production in 2011/12 was 15 times higher than that in
2003/04. In Dolakha, potato, tropical fruits, and Junar production increased but not significantly; on
the other hand, vegetable production decreased to less than half for some reasons. In Ramechhap, both
rice and wheat production increased. Notable increase in the production of chili and ginger was seen.
Production of vegetable and both deciduous and tropical fruits also increased. In Sindhuli District,
vegetable production increased although not significantly. In comparison, the production of chili and
ginger almost doubled. Tropical fruits, Junar, and orange production also increased in the last eight

years.

(2) Livestock Production

In all four districts, the number of buffalo and goat produced has increased. Especially in Ramechhap
and Sindhuli, the number of goat produced doubled in eight years. The number of poultry produced
has quadrupled in Sindhuli, tripled in Ramechhap, and doubled in Kavre. This is due to the rapid
development of the private poultry industry in Nepal. Milk production from both cow and buffalo has

constantly increased as the number of animals increased in the last eight years.
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3.3 Post Harvest Handling in SRC Districts
3.3.1 Processing

Post-harvest processing facilities are poorly developed in all the study districts. Very few small
processing plants are located for local-level fruit processing, especially for Junar. Moreover, there are
not known vegetable processing facilities. On the other hand, small dairy enterprises have been

established for milk processing although the number is very small.

3.3.2 Market for Major Agricultural Products

Unlike processing facilities, substantial numbers of market facilities have been identified in the SRC
districts. There are a total of 90 markets identified by DADO while there are 40 markets identified by
DLSO in the SRC area.

3.4 Key Players in Agricultural Value Chains in SRC Districts

3.4.1 Public Sector

(1) District Agriculture Department Office

The main objective of DADO is to increase agricultural productivity and income through extension of

improved technologies on various crops and thereby raising the living standards of farmers.

(2) District Livestock Service Office

The objective of DLSO is to increase the production of livestock products by diversifying and
commercializing livestock activities at the district level and by making livestock income-oriented and

a respectable occupation.

(3) DADO and DLSO Extension Services

At the district level, agriculture and livestock services are provided by the government staff assigned
to DADO and DLSO. Field staff members (JT/JTAs) are posted at Service Centers (SCs) and
Sub-service Centers (SSCs) from where they deliver services and provide some technical
demonstrations to farmers. DADO and DLSO have 4-9 SCs and 7-13 SSCs in each district.

The extension services of DADO and DLSO face serious challenges and are weak in general. In
particular, the following points need to be addressed for the promotion of agricultural

commercialization in the SRC area:
1) Limited human resources (numbers),
2) Difficulty in movement, and
3) Limited capacity (technical).
(4) District Agriculture Development Committee (DADC)

In order to facilitate the coordination among the different agencies, avoid duplications, establish

harmonies among the different agencies, and provide technical backstopping, the GON has formed a
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DADC in each of the 75 districts to be chaired by the chairperson of the DDC. However, to date,
DADOC in general has not been able to carry out sound coordination that would generate synergy in the

agricultural production and livelihood of the poor and disadvantaged farmers.

3.4.2 Producers’ Groups
(1) Cooperatives

One characteristic common to all four districts is the limited number of vegetable and fruit producers’
cooperatives involved in high value commodities. Kavre District has the highest number of registered
agriculture-related cooperatives among the four study districts with 445 cooperatives, which is more
than four times that of Ramechhap District with 98 cooperatives. In Ramechhap and Sindhuli districts,
the number of registered cooperatives is relatively low. However, it is difficult to assess the activeness

of these cooperatives due to the lack of sufficient information.

(2) Farmer Groups

All four study districts share a common trend on the agriculture-related farmer groups. The cereal crop
and vegetable farmer groups are the majority, excluding multipurpose and integrated pest management
(IPM) groups. Goat and buffalo livestock farmer groups account for over half of all livestock groups

except in Kavre District.

It should be noted that the capacity of these groups may vary among districts; therefore, it may be

difficult to capture the reality of farmer groups based solely on their numbers in the study districts.

Table 3.1: Number of Farmers’ Groups in Study Districts

District Category of Farmer Groups NP0 Total
Groups

Agriculture/Farmer Groups 262

Kavre - 599
Livestock Groups 337
Agriculture/Farmer Groups 268

Dolakha - 456
Livestock Groups 188
Agriculture/Farmer Groups 129

Ramechhap - 240
Livestock Groups 111
) ) Agriculture/Farmer Groups 161

Sindhuli - 347
Livestock Groups 186

Source: DADO and DLSO District Profiles 2009/10 of Kavre, Dolakha, Ramechhap and Sindhuli districts
3.4.3 Agricultural and Microfinance Services in the SRC Districts

The three types of institutions that provide microfinance services in the study districts are 1)
micro-credit bank, 2) cooperatives, and 3) financial NGOs. The detailed information on the status of
activities performed by these organizations, in terms of the number of groups, persons, loan

disbursement and repayment, is not available.

3.4.4 Input and Service Suppliers in the SRC Area

Input suppliers include fertilizer sellers, pesticide sellers, cooperatives, and agro-vets. These agents

have been providing key inputs such as medicines, micronutrients, and vaccines to farmers. Agro-vets
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are small or large retail and wholesale stores that sell agricultural inputs and products, including
fertilizers, pesticides, seeds, small equipment, feeds, and medicines for livestock to general farmers.
They not only sell products but also often provide technical advices to farmers. Their knowledge and
technical capacity vary; nevertheless, they are important resources for farmers especially those who

receive little extension services from the government.

Table 3.2 presents the number of agriculture and livestock-related agro-vets in the study districts.

Table 3.2: Number of Agriculture- and Livestock-related Agro-vets Operating in the Districts

et Agriculture-related Livestock-related
District
Agro-vets Agro-vets
Kavre 70 49
Dolakha 125 38
Ramechhap 36 57
Sindhuli 34 39
Total 265 183

Source: Computed from Annual Progress Report of District Livestock Service Office, 2011/12 of respective districts (DLSO
Kavre, 2011; DLSO Dolakha, 2011; DLSO Sindhuli, 2011; and DLSO Ramechhap, 2011)

3.4.5 Traders of Agricultural and Livestock Products in the SRC Area

Details on traders (agriculture and livestock products) are not available in the study districts because
there is no system that registers them and monitors their businesses. Most producers, whether they are
cooperatives, farmer groups, or individual farmers, make their own arrangements with the traders or
traders visit them to collect the products. Therefore, getting district-level information on local, national,

and international traders from the study districts is not possible.

3.4.6 Market Price Information Service for Producers

There are few organizations that compile and publish market price information for producers in the
area. However, in reality, reliable market price information hardly reaches the producers. Therefore,
they will need to use their own informal sources and channels to update themselves about the market
prices of the different products that they handle through telephones particularly mobile phones, other

producers, and businesses/traders.

3.4.7 Donor Agencies in the SRC Area

Some donor agencies and NGOs are involved in activities related to agricultural commercialization in
the SRC area. They include ADB, WB, IFAD, European Commission (EC), Swiss Development
Cooperation (SDC), USAID (United States Agency for International Development), and Plan Nepal.
ADB operates in Dolakha District through its High Mountain Agribusiness and Livelihood Project
(HIMALI Project); WB has started its Project for Agricultural commercialization and Trade (PACT)
Program in all four districts in the end of 2013; IFAD is implementing its Leasehold Forestry and
Livestock Program in all four districts; EC operates its UNNATI (means “wealth” in Nepali) Program
through CARE Nepal in Sindhuli, SDC in Ramechhap, and USAID in Kavre although it has already
been completed; and Plan Nepal operates its gender-oriented rural development activities in Sindhuli
District.
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4. POTENTIAL COMMODITIES, CONSTRAINTS AND POSSIBLE
COUNTERMEASURES FOR AGRICULTURAL
COMMERCIALIZATION IN THE STUDY AREA

4.1 Potential Commodities and Value Chain Studies
4.1.1 Preliminary Selection of Potential Commodities

In order to select the potential commodities for the detailed value chain assessment, an exercise to
narrow down the number of probable HVCs was conducted. The products were identified and
prioritized following the consultative processes. Brainstorming workshops with the district
stakeholders, i.e., officials from DADO, DLSO, and District Forest Office (DFO), were carried out to
identify and prioritize commodities. Decisions for prioritization and scoring are made through

consensus.

4.1.2 Value Chain Study of Selected Commodities

Taking the results of the preliminary selection of potential HVCs into consideration, 11 commodities

were chosen for the value chain study. Table 4.1 shows the list of these 11 HVCs.
Table 4.1: 11 HVCs Selected for Value Chain Study

4 Commodity S K.avre D({lak.ha Ralflec!lh.ap Sil.ldh.llli
Type District District Districti District

1 | Vegetable Potato v v v v

2 | Vegetable Tomato v v v v

3 | Vegetable Cauliflower v v v

4 | Vegetable Cabbage v v v

5 | Fruits Junar v v

6 | Fruits Orange v v v

7 | Fruits Pineapple v

8 | Fruits Lapsi v v

9 | Spice Turmeric v

10 | Livestock Milk v

(buffalo, cow)
11 | Livestock Goat (meat) v "4 v v

4.1.3 Value Chain Study Results

Through the value chain studies, it became clear that constraints exist in each step of the value chain,
ranging from inputs for production to marketing and distribution, with some similarity and variability

among different HVCs.

It was confirmed that the functions performed by the existing market distribution system play a key
role for commercialized commodities. Therefore, it should be regarded as indispensable for
commercialization. The existing market distribution system as a whole is functioning through the
interplay among value chain actors with each one of them shouldering its own shares of costs and risks.

However, there are still various constraints that exist within the system.
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The results of value chain studies in general reaffirmed that the improvement of accessibility through
the Sindhuli Road and associated road networks will provide the study areas with opportunities to
become good HVCs production sites. However, the results of value chain studies also suggested that it
is essential to make multi-dimensional efforts in order for the areas to become reliable production sites,
including ensured quality and stable supply, joint works among producers in various dimensions, and
establishment of functional relations with market actors especially with and through intermediate

players.

4.2 Main Constraints and Countermeasures for Agricultural Commercialization in the SRC

Area

The constraints to agricultural commercialization in the study area are various in types and
multi-tiered in their relations. However, the major constraints are considered to be in and around the
“weak linkage in distribution system”. Figure 4.1 depicts the major constraints to agricultural

commercialization based on the understanding of the Study Team.

Producers Weak Linkage in Distribution System Collectors/Traders

(A) Accessibility Constraint

» (C) Effects of (B) ‘ (D) Main Trading Constraints

(B) Main Production Constraints

1) Limited information of market - Small quantity 1) Limited information of
preference -Low and producersand their
2) Limited production infra unstable quality el
(irrigation, etc.) _Scattered and 2) Low efficiency for trading
3) leltEd inpUtS unorganized In Sma” quantlty
(seeds, fertilizer, etc.) shipping
4) Limited technology/ \/
knowledge
5) Limited financial capacity An organized Support and Intervention

isrequired.

Figure 4.1: Major Constraints to Agricultural Commercialization in Study Area

The figure above does not include all the constraints identified in the course of the Study; rather, it
highlights the most important constraint, i.e., weak linkage in the distribution system. In the figure,
“(A) Accessibility Constraint” encompasses almost all other constraints as an umbrella constraint and
directly contributes to the weak linkage in the distribution system. However, this accessibility
constraint would be gradually alleviated through strategic and local road network improvements in the
coming years. Provided that accessibility constraint will be alleviated, what remains as the most

prominent constraint is “(C) Effects of (B)” in the same figure. In the eyes of collectors and traders
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(that are reflections of consumers’ preference and demands), HVC products in small quantity and low
and unstable quality, and under scattered and unorganized shipping are not attractive for their business.
Therefore, organized supports and interventions to address both production and trading constraints will
be required in parallel to change the situation by maximizing the opportunity resulting from the

accessibility improvement so as to strengthen the linkage in the distribution system.

In depth subsector-wise analyses of constraints and countermeasures were conducted for vegetables,

fruits, livestock, and producers’ organizations.

S. DRAFT BASIC DEVELOPMENT STRATEGY (DBDS) AND
PILOT ACTIVITIES

5.1 DBDS for Agricultural Commercialization in the Study Area

Based on the discussions above, the DBDS aiming at agricultural commercialization in the study area
towards 2020 was prepared in March 2012 as the preliminary basis of the M/P. The DBDS consists of

the core, horticulture, livestock, and producer organizations strategies, as listed in Table 5.1.

Table 5.1: Draft Basic Development Strategy

Core Strategy

Strategy 1: Promote the SRC area as the production center of HVCs especially that of vegetables, fruits, and milk,
in order to supply the rapidly growing food demands in Kathmandu metropolitan area.

Strategy 2: Promote the production of off-season vegetables and fruits by taking advantage of agro-ecological
features of the SRC area in order to supply the demands in Kathmandu metropolitan as well as Terai
plain area.

Strategy 3: Strengthen both the “production” and “distribution” aspects of HVCs in a parallel manner in order to

carry forward the agricultural commercialization. The production aspect comprises production increase,
quality improvement, and stable supply. The distribution aspect comprises efficient arrangement of
distribution facilities and establishment of business linkages between producer organizations and
private sector businesses.

Strategy 4: Focus on the creation of pro-private sector environment in the SRC area in order to support the efficient
involvement of private sector players. This is because in the strengthening of both “production” and

“distribution” aspects, integrated efforts, e.g., technology, facility, and organizational and institutional
aspect, will be required and the involvement of private sector players is considered indispensable.

Strategy 5: Work progressively in the areas where access. which is the prime condition for agricultural
commercialization, will be improved through road network improvements, taking the right crops for
right lands into consideration.

Strategy for Horticulture (Vegetables)

Vegetable 1: Promote the growth of the SRC area as a major supply station of HVCs to Kathmandu Valley.
Vegetable 2: Focus on the improvement of the marketing system.

Vegetable 3: Strengthen the function of producers’ organizations to deal with market players.

Vegetable 4: Establish a strategic information flow between consumption and production areas.

Vegetable 5: Produce quality products that are marketable and profitable for market players.

Strategy for Horticulture (Fruits) Strategy

Fruits 1: Develop marketing system of fruits.

Fruits 2: Take into account the outflow trend of young males.
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Fruits 3: Focus on truly marketable fruit commodities.

Strategy for Livestock (Milk and Meat)

Livestock 1: Give priority to milk and goat meat for livestock development.

Livestock 2: Give priority to ruminant animal over non-ruminant animal considering the feed resources of Nepal.

Livestock 3: Put the highest priority on improvement of livestock productivity based on traditional ways of livestock
rearing.

Livestock 4: Take measures so as not to disturb the activities of the private sector in light of milk distribution.

Strategy for Producer Organizations

Producer 1: Transform agricultural cooperatives/groups from welfare service organizations into profit-making
organizations.

Producer 2: Guarantee stable supply to meet demand in the value chain.

Producer 3: Conduct joint marketing work and build a trusting relationship with traders

5.2 Pilot Activities: Activities, Outcomes, and Lessons
5.2.1 Objectives of the Pilot Projects

The pilot projects were implemented in the study area from July 2012 to October 2013. The objectives
of the pilot projects were: i) to verify the validity of DBDS; ii) to reflect the lessons obtained from the
implementation of pilot projects into the revision of DBDS; iii) to establish the referential model in the
promotion of HVCs; and iv) to develop the capacity of Ministry of Agriculture Development (MOAD)

staff through their involvement in the planning, implementation, and management of pilot projects.

The pilot projects were prepared and implemented taking into consideration the multiple aspects of
agricultural commercialization, e.g., facilities, technologies, marketing, and organization development.
The pilot activities also tried to encompass the entire value chain to address bottlenecks in the

promotion of HVCs so that the outcome of the pilot activities would help verify DBDS.

5.2.2 Composition of the Pilot Projects

The pilot activities consist of three categories, i.e., core, horticulture, and livestock, as listed in
Table 5.2. These activities were designed to address the main constraints identified in DBDS. The two
core pilot projects were implemented, combined with vegetable package, fruit package, milk package

and/or goat package, depending on the commercialization model that each pilot site seeks for.

Table 5.2: Pilot Activities

# CORE Pilot Projects

C-1 | Improvement of Agricultural Commercialization Support Service from DADO/DLSO

C-2 | Introduction of Integrated Collection Center System under Public-Private Partnership (PPP) Approach

# HORTICULTURE Pilot Activities Vegetable | Fruit
package package

H-1 | Introduction of Unified Standard Group Production for Marketing v v
H-2 | Introduction of the Multiple Water Utilization and Micro Irrigation System v

H-3 | Utilization of Rain-shed Plastic House v

H-4 | Quality Improvement of Seedlings and Saplings v v
H-5 | Single Cropping and Tree Management for Citrus (especially Suntara) v
H-6 | Appropriate Pruning and Thinning for Citrus v
H-7 | Introduction of Unified Grading and Proper Packaging System v v
H-8 | Junar Processing for Improvement of Storability and Transportability v
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# LIVESTOCK Pilot Activities Milk Goat
- package package
L-2 | Development of Roughage and Concentrate Mixed Feeding v
L-3 | Fodder Yield Improvement by the Establishment of Technique by Utilizing Slope Area v v
L-4 | Evaluation of Dairy Performance of Distributed Stud Bulls by Government v
L5 Monitoring of Candidate Breeding Buffalo Bull and Breeding Bull by Using Frozen Semen v
(Artificial Insemination: Al) for the Efficient Implementation of Genetic Improvement
L-6 | Liver Fluke/Internal Parasite Control v
L-7 Improvement of Housing of Milking Animal for Hygiene Control and Prevention of v
"' | Mastitis
L-8 | Improvement of Rearing Environment for Goats v
L-9 | Improvement of the Local Practice of Goat Selection v
L-10 | Establishment of Roughage-based Stall Feeding Technique v
5.2.3 Selected Pilot Sites
The five selected pilot sites are as shown in Table 5.3.
Table 5.3: Selected Pilot Project Sites with Combination of Pilot Activities
s Pilot Sites Ag.rlc.ultl.lral Core Pilot HOl'tl-‘ LIW.StOCk
District (VDC) Commercialization Models Activities culture Pilot Pilot
to be Sought for Activities Activities
) ) — oy
Kavre Bhimkhori Commercialization modgl for v Vegetable Dairy+Goat
temperate mountainous Package Packages
ducti kets t )\ .
Procuction pockets 1o supply v Vegetable Dairy+Goat
Dolakha Bocha off-season crops with
) e Package Packages
improved accessibility.
. Commercialization model for Vegetable Goat
Ramechhap | Hattitar subtropical river bank Package Package
Ratamata production pocketg B with Vegetable )
improved road accessibility Package
indhuli i i . .
Sindhuli Quahty. improvement and Citrus Dairy+Goat
Ratanchura | production stabilization model
Package Packages
for Junar

5.2.4 Results from the Pilot Activities

The results of the pilot projects in general are satisfactory and support the validity of the approach

listed in DBDS. The main lessons learned from each pilot project are briefly summarized in Table 5.4.

Table 5.4: Summary of Main Lessons from Pilot Project

Pll.()t Relevance Lessons
Project

C-1 Long-term | Extension capacity is very weak in Nepal, where both the number and technical
programs skills of JT/JTAs have serious limitations. There were so many simple problems
are that could be solved by a simple advice. If there are few professionals in the area,
required many of the existing problems can be eliminated. They may not necessarily be

° government officers. The role could be borne by the private sector including
S agro-vets, if they have acquired better knowledge and skills.

C-2 High direct | The key for a successful collection center is management. In order for both
impact farmers and traders to gain more profits, the trust between them has to be built
observed and efficiencies in production and marketing have to be improved. If reasonable

profit is continuously generated, the activities at the collection centers will
sustainably continue.
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Pilot

. Relevance Lessons
Project

H-1 Highly Appropriate practice with very simple and basic techniques, like appropriate
ac;n H-3 adoptable application of chemical fertilizer, introduced by the pilot method improved the
=4 by  local | volume of production up to 5 to 6 times compared to the traditional method.
£ farmers Because the risk of converting from cereal to vegetable production is high in the
_l; and direct | area, the basic livelihood of farmers, which depends on traditional cereal
Z impact on | production and livestock activities, must be secured. Careful planning on how
on cash much the farmers can convert their traditional production system to vegetable
> income production is necessary.

H-1 Highly The number as well as the size of fruit is improved by proper fertilizer
% H-6 adoptable application. Thinning is recommended to have long-term benefit, but farmers
< and visible | were reluctant to do so because the effect is not visible within a short period.

& direct The greening disease infects citrus trees, which could totally deteriorate the whole
B impact in | production area. The problem could reach to the SRC area anytime.
E the  short

term
o | L2 High Efficient use of roughage would lead to cost reduction. Further improvement of
= economic efficiency would be possible by the introduction of an appropriate feed
§ formulation compatible with lactation stages and milk production.
Z L-4 Moderate Genetic improvement of dairy animals is strongly recommended for the
E L-5 improvement of farmers’ income in the SRC area.
o L-3 High Availability of various fodders in the hill area provides a large potential for
s feeding ruminant animals. Farmers expressed significant interests in planting
2 fodders within private lands for efficient feed collection. Appropriate technical
= assistance for the maintenance of newly introduced fodders and more efficient
(;8 feeding techniques need to be extended to the farmers.
< | L-6 Moderate Liver Fluke (LF) is curable by a single dose of medicine (anthelmintics against
8 LF). It is recommended to perform periodic examination and medication for
= prevention. It is also important to avoid feeding the animals with contaminated
= rice straws and paddy grasses.

L-10 | High In order to establish the goat production techniques for commercialization in the
oy hill area where agriculture, livestock, and forestry are organically synchronized, it
% is necessary to establish a feeding technique in combination with production of
& high nutritious value fodder trees.
§ L-9 Moderate | Deficiency of elite bucks is also significantly affecting the kidding interval.
&) Therefore, the first priority should be placed on the selection of elite bucks within

the area.
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Introduction to the M/P

The M/P consists of: (1) Zoning and Development Scenarios for Identified Zones, (2) BDS, (3) Policy
Matrix, (4) Project Long List, (5) Strategic Programming, and (6) A/P. The figure shown below
explains the composition and the order of contents of the M/P, as well as the chapters where they are

presented.

Zoning and Development Scenarios for

Zoning and Development Scenarios

Identified Zones: Firstly, th Its of th .
b irstly, the results ol the | Chapter 6: for Identified Zones

several zoning attempts that were carried out for *

the Study will be briefly explained with

emphasis on the last one which is based on Sl Basic Development Strategy

“accessibility” and “agro-ecological aspects” as *

two important axes. Secondly, based on the Policy Matrix

zoning results, the development scenarios for the *

commercialization of the study area will be

presented according to zone. Chapter 8: Project Long List

Basic Development Strategy: The development *

strategy for the agricultural commercialization Strategic Programming

of the study area proposed by this Study will be *

presented. The BDS is the updated version of the ]

DBDS that the Study has previously proposed Chapter: Action Plan

and revised based on the results and lessons *

obtained from pilot projects. Chapter 10: Conclusion ar}d
Recommendation

Policy Matrix: A matrix which consists of the
excerpts of long-term policy directions of Nepal Figure: Outline of the M/P
that relate to agricultural commercialization, combined with proposed goal, policy, and actions

towards 2020 for the study area, will be presented.

Project Long List: A long list of projects related to the agricultural commercialization of the study
area, which consists of newly proposed and ongoing government projects/programs and

donor-supported projects, will be presented.

Strategic Programming: An analysis will be conducted on the long-listed projects by looking into the
relationships and prospective synergies among them. This will be followed by the proposal of some

selected projects to be implemented with prioritization among the newly proposed projects.
Action Plan: Based on the strategic programming, the Study proposes the A/P for selected projects.

Conclusion and Recommendation: The Study will draw a conclusion for this M/P and make a

recommendation for the parties concerned.
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6. ZONING OF THE STUDY AREA AND DEVELOPMENT
SCENARIOS FOR IDENTIFIED ZONES

6.1 Zoning for the M/P

The zoning of the study area has been carried out to identify areas with high prospects of agricultural
commercialization using various types of information. The main purpose of zoning under the Study is
to identify the different locations in the study area suitable for commercialization by producing HVCs

through utilizing both spatial and attribute data.

The zoning exercise adopted the accessibility aspect as the primary variable, combined with the
agro-ecological aspect as secondary variable. The accessibility aspect has surfaced as the fundamental
and necessary condition for agricultural commercialization during the preparation stage of DBDS,
while the agro-ecological aspect is found useful in considering the seasonality (i.e., cropping calendar
and/or varieties) of the productions in the identified pockets. Based on the abovementioned notion, the
Study aimed at classifying the agricultural lands in the study area using two axes, i.e.,

“accessibility level” and “agro-ecological regions”.

The Study initially conducted the zoning of agricultural land considering the agro-ecological aspect
(i.e., land use, climatic region, land capability, and soil texture) then moved to the identification of

potential production pockets considering the accessibility situation.

After going through the steps, the agricultural lands in the study area were classified based on

accessibility level and climatic regions, as presented in Table 6.1.

Table 6.1: Accessibility Situation of Agricultural Lands by Climatic Region

Accessible Likely Accessible glgzll?icc?lslst::):: Total
Accessibility| Agriculture Area [Agriculture Area Area
GG E72010 Area o Area ° Area
(ha) % (ha) % (ha) % | Area (ha) %
Upper temperate| Area (ha) 9,008 48.0 543 2.9 9,213| 49.1 18,764| 100.0
(2,000-3,000 m) % 12.0 11.6 15.7 13.6
Lower temperate |Area (ha)| 50,221 55.7 3,172 3.5] 36,751 40.8 90,145 100.0
(1,000-2,000 m) % 66.6 67.8 62.7 65.0
Subtropical Area (ha)| 12,225 52.1 887 3.8 10,363| 44.1 23,475 100.0
(500-1,000 m) % 16.2 19.0 17.7 16.9
Tropical Area (ha) 3,917 62.6 74 1.2 2,265| 36.2 6,256 100.0
(0-500 m) % 5.2 1.6 3.9 4.5
Total Area (ha)| 75,371 54.4 4,677 3.4 58,592 42.2| 138,640, 100.0
% 100.0 100.0 100.0 100.0

Source: Study Team

Maps 6.1 and 6.2 present the accessible and likely accessible agricultural lands suitable for cultivation
by climatic regions and districts, respectively. Comparing these two maps, the likely accessible
agricultural lands in the study area are not much because the data that the Study utilized for the

planned road construction cover until 2018 only.
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Map 6.1: Accessible Agricultural Lands Suitable for Cultivation by Climatic Regions
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Map 6.2: Likely Accessible Agricultural Lands Suitable for Cultivation by Climatic Regions
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6.2 Development Scenarios for Identified Zones
6.2.1 Application of the Zoning Results for the M/P

The results of the zoning attempt presented above focused on the accessibility aspect, which is
generally considered as the fundamental and primary condition necessary for agricultural
commercialization. Also, the major premise of this Study is based on maximizing the benefits of
accessibility improvement associated with the Sindhuli Road construction. Hence, focusing on the

accessibility aspect in zoning is considered appropriate.

While these zoning results did not clearly delineate the particular zones shown with circles or colors
with particular characteristics and recommend producing particular HVC, the Study believes that this
zoning is comparably more practical. The Study came into a conclusion that the selection of particular
HVC for particular pockets should be decided based on the careful assessment of market signals

against various related conditions, e.g., accessibility, land, water, climate, and labor.

The zoning under the Study enabled the general understanding of the accessibilities and various types
of agricultural lands distributed within the study area. For the next step, it is proposed to strategically
plan and implement the agricultural commercialization activities along the routes based on the stability

of transportation, aggregate size of agricultural lands, and considerations of climatic aspects.

6.2.2 Development Scenarios for Each Identified Zones

The zones identified based on the accessibility and agro-ecological aspects can be divided into a
maximum of 12 zones (three for accessibility and four for climatic regions). However, for practicality,

the 12 zones are further grouped into five zones, which are as follows:
Zone 1: Accessible/Temperate (by merging the upper and lower temperate climates)
Zone 2: Accessible/Subtropical (by merging tropical and subtropical climates)
Zone 3: Likely Accessible/Temperate (same as Zone 1)
Zone 4: Likely Accessible/Subtropical (same as Zone 2)
Zone 5: Not accessible (by merging all four climates)

The scenarios for the development of each zone aiming at agricultural commercialization under this
M/P were also deliberated in line with accessibility and agro-ecological aspects. As a result, they

turned out to be rather simple scenarios.

Table 6.2 presents the zoning of the study area according to accessibility and agro-ecological aspects,

with the proposed development scenarios for agricultural commercialization towards 2020.
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Table 6.2: Zoning of the Study Area with the Proposed Development Scenarios for Agricultural
Commercialization towards 2020

Accessible Likely Accessible Not Accessible
(area with year-round (including area with seasonal (area with no prospects
accessibility) roads) for access improvement

until 2020)

Pockets in | Zone 1: Accessible/Temperate Zone 3: Likely Zone 5: Not Accessible

Temperate Accessible/Temperate

Climate Proposed Scenario: Proposed Scenario: Continue subsistence
By taking advantage of temperate | Join to the Zone 1 category when | agriculture while taking
climate, strive to develop as the accessibility is improved. advantage of forestry
reliable production area of resources where
off-season crops. possible, by striving for

Pockets in | Zone 2: Accessible/Subtropical Zone 4: Likely Non-Timber Forest

Subtropical Accessible/Subtropical Product (NTFP)

Climate Proposed Scenario: Proposed Scenario: production and goat

By taking advantage of relative
competitiveness in accessibility,

Join to the Zone 2 category when
accessibility is improved.

rearing through
community forestry type

strive to develop as the reliable activities.

production area of vegetables.

Source: Study Team

The main pillar of the scenarios presented above is accessibility as it has been repeatedly emphasized
in this Study to be the fundamental and most practical condition for commercialization. Realistically
speaking, the Study considers putting this aspect at the center especially because major changes in this
aspect are taking place in the study area as a result of improved connectivity with major consumer

markets.

Hence, the scenarios for commercialization are to proceed in a progressive manner from where better
accessibility is achieved in the study area, through well thought-out and concerted efforts among the
concerned stakeholders. The areas where the accessibility improvements will not take place before
2020 should opt for alternative approaches for commercialization considering their resource

endowments, generally through forests and NTFPs.

7. BASIC DEVELOPMENT STRATEGY FOR AGRICULTURAL
COMMERCIALIZATION OF THE STUDY AREA

7.1 Agricultural Commercialization under BDS

The definition of agricultural commercialization in the context of Nepal presented in Section 2.2 has
been consistently followed throughout this Study, and all the analyses, activities, and planning have

been based on this definition, as follows:

“Agricultural commercialization” in Nepal is a concept to be recognized not as commercialization

with high-level processing such as agricultural mechanization or mass production, but as a measure to

exit from low-level subsistence agriculture.
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7.2 Review of the DBDS

Based on the DBDS formulated in March 2012, a set of pilot projects has been implemented in order
to examine the validities of strategies listed in DBDS. Pilot projects were small in scale but attempted
to include as much aspects as possible from DBDS. Although there were a number of lessons learned
after the pilot project implementation, the basic outcomes expected in the pilot projects have been
achieved. It can be said that the outcomes from the pilot projects support the DBDS. Hence, the

concepts proposed in DBDS will be basically carried over to BDS with minor revisions.

The minor revisions given to DBDS in order to update it as BDS are listed in Table 7.1.

Table 7.1: Alterations Made on DBDS

# Strategies Parts of DBDS Altered in the Process of Updating DBDS to BDS

1. | Core Strategy * Reordered the strategies by listing the broader strategy first and the more
specific strategy last.

*  Minor rewordings to specify the scopes and clarify the expressions to be
more comprehensible.

* Added another core strategy emphasizing on the balance and speed of
commercialization, based on the lessons learned from the pilot projects.

2. | Strategy for * Minor rewordings to specify the scopes and clarify the expressions to be

Vegetables® more comprehensible.

e Strategies 2 to 4 in DBDS touching upon marketing aspect have been
merged as Strategy 2 of BDS. Hence, the number of strategies for
vegetables was reduced from five to three.

3. | Strategy for Fruits * Deleted a strategy concerning the outflow of population and included this
element in the newly added core strategy.

* Merged two strategies concerning the promotion and marketing of fruits.
Hence, the number of strategies for fruits was reduced from three to one.

4. | Strategy for * Reordered the strategies by listing the broader strategy first and the more
Livestock specific strategy last, while rewording the strategy on livestock marketing.
5. | Strategy for Producer | * No alteration.
Organizations

7.3 Outline of BDS

The outline of the BDS that the Study Team proposes for the agricultural commercialization in the

study area towards 2020 is presented in Table 7.2.
Table 7.2: Basic Development Strategy

Core Strategy

BDS CO-1: Work progressively in the areas where access, which is the prime condition for agricultural
commercialization, will be improved through road network improvements, taking the right
crops for the right lands into consideration.

BDS CO-2: Promote the SRC area as a production center of HVCs especially that of vegetables, fruits,
and milk, in order to supply the rapidly growing food demands in the Kathmandu Valley
area.

BDS CO-3: Promote the production of off-season vegetables by taking advantage of agro-ecological

features of the SRC area, in order to supply the demands in Kathmandu Valley as well as in
the Terai plain areas.

Vegetables include some spice crops such as ginger, turmeric, onion, garlic, and chili.
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BDS CO-4: Strengthen both the “production” and “distribution” aspects of HVCs in a parallel manner in
order to carry forward the agricultural commercialization. The production aspect comprises
production increase, quality improvement, and supply stability. The distribution aspect
comprises efficient arrangement of distribution facilities and establishment of business
linkages between producer organizations and private sector businesses.

BDS CO-5: Focus on the promotion of private sector involvement in the SRC area. This is because in the
strengthening of both “production” and “distribution” aspects, integrated efforts, e.g.,
technology, facility, and organizational and institutional aspects, will be required and the
involvement of private sector players is considered indispensable.

BDS CO-6: Pay due attention to the vulnerability of farm economy and labor constraints, as well as the
speed of commercialization in order not to impose excessive risks to households. Balance of
various income sources, e.g., agriculture and livestock, as well as others should be taken into
account to secure the economic resilience of smallholders.

Strategy for Horticulture (Vegetables and Fruits)

BDS HO-1: Promote the growth of SRC area as the major supply station of HVCs to Kathmandu Valley
and for off-season crops to the Terai Region.

BDS HO-2: Strengthen the marketing system of HVCs through capacity development of producer groups
for their improved bargaining power in relation with other market players and establish in
parallel the two-way information flow between farmers and consumers.

BDS HO-3: Promote the stable supply of quality produce that are marketable and profitable for market
players.

Strategy for Horticulture (Fruits only)

BDS HO-4: Focus only on truly marketable fruit commodities and concentrate on their marketing.

Strategy for Livestock (Milk and Meat)

BDS LI-1: Put the highest priority on improvement of livestock productivity based on traditional ways
of livestock rearing.

BDS LI-2: Give priority to ruminant animals over non-ruminant animals considering the feed resources
of Nepal.

BDS LI-3: Give priority to milk and goat meat for livestock development.

BDS LI-4: Work through existing systems for milk and goat meat marketing.

Strategy for Producer Organizations

BDS PG-1: Transform agricultural cooperatives/groups from welfare service organizations into
profit-making organizations.

BDS PG-2: Guarantee stable supply to meet demand in the value chain.

BDS PG-3: Conduct joint marketing work and build a trusting relationship with traders.

8. POLICY MATRIX, PROJECT LONG LIST AND STRATEGIC
PROGRAMMING

8.1 Policy Matrix for the Agricultural Commercialization in the Study Area

Table 8.1 in the main text shows the policy matrix developed based on the development scenarios

resulting from zoning as well as from BDS.
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8.2 Long List of Projects

The long list of projects compiled for the M/P consists of 30 projects: among them, ten are newly
proposed by the Study, seven are ongoing government projects/programs, and thirteen are either

ongoing or under preparation with the support of donors. The reason why this long list includes

ongoing projects implemented either by government or donors is that, in order to understand the whole

picture of the agricultural commercialization prospects in the study area as if it is one large program

(i.e., a set of multiple projects), ongoing and planned activities concerning commercialization need to

be looked at simultaneously, taking into account relationships such as synergies and complementarities

among projects.

Hence, although each of the ten newly proposed projects is independent, they have productive
relationships with other ongoing and/or newly proposed projects. This means that newly proposed
projects are designed as pieces that fit into one large picture of agricultural commercialization

prospects for the study area towards 2020.

Table 8.1 presents the long list of projects considered for the M/P.

Table 8.1: Long List of Projects for the M/P

# | vC* | Code** | Project Name | Implementing Body | Stage***
1. Newly Proposed Projects by the Study
1 | UM/ | HO-1 | Sindhuli Road Corridor Commercial Agriculture | DOA New
D Promotion (SRCCAP)
2 U HO-2 | Strengthening of Junar Production System DOA New
3 U HO-3 | Non-conventional Irrigation DOA, Department of New
Local Infrastructure
and Agricultural Road
(DOLIDAR)
4 M HO-4 | Kurkhot Logistics Center and Associated | MOAD New
Distribution Network
5 D HO-5 | New Vegetables/Fruits Wholesale Market in | MOAD uP
Eastern Kathmandu
6 | UM/ | HO-6 | Study for NTFP Promotion Ministry of Forest and | New
D Soil Conservation
(MOFSC)
7 | UM LI-1 Sindhuli Road Corridor Traditional Livestock | Department of New
Production Strengthening (SRCTLPS) Livestock Services
(DLS)
8 U LI-2 Genetic Improvement and Breeding of Dairy | DLS New
Animals
9 U LI-3 Genetic Improvement and Breeding of Goats DLS New
10 U LI-4 Consignment Mating of Dry Buffaloes for Milk | DLS New
Production and Genetic Improvement - Pilot
2. Project/Programs Implemented by GON
11 U GO-1 | Continuous Expansion of Agricultural Services | DOA (DADO) oG, UP
by DADO
12 U GO-2 | Continuous Expansion of Livestock Services by | DLS (DLSO) OG, UP
DLSO
13 U GO-3 | Strengthening of the Functions of Agriculture | DOA, DLS oG, UP
and Livestock Development Centers in the
Study Area
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framework of Raising Incomes of Small and
Medium Farmers Project (RISMF))

# | VC* | Code** Project Name Implementing Body | Stage***
14 | M/D GO-4 | Establishment of Fruits Juice Processing Plant DOA, Federation of oG
Nepalese Chambers of
Commerce and
Industries (FNCCI)/
Agri Enterprise Center
(AEC), Junar Central
Coop., Producer
Groups/Coops.
15| UM/ | GO-5 | One District One Product (ODOP) Program DOA, FNCCI/AEC, oG
D Central/District Level
ODOP Committees
16 — GO-6 | Road Network Improvements (three bridges | DOR, DOLIDAR, oG
across major rivers by Department of Road | DDC, VDC
(DOR), rural roads based on District Transport
Master Plans (DTMPs) 2014-2018)
17 — GO-7 | Panchkhar SEZ (Kavre) Ministry of Industry oG
(MOI)
3. Projects/Programs with Donor Supports
18 | U/M/ | DN-1 | High Mountain Agribusiness and Livelihoods DOA, ADB oG
D Improvement Project (HIMALI) (Dolakha) (LN+TA)
19 U DN-2 | Community-Managed Irrigated Agriculture DOI, ADB OG (LN)
Project (CMIASP) Supports for famer-managed
irrigation systems (FMIS)
20 — DN-3 | Roads Connectivity Sector I (including Bridge DOR, ADB OG (LN)
across the Sunkoshi River in Kurkhot)
21 | UM/ | DN-4 | Project for Agricultural Commercialization and | DOA, WB oG
D Trade (PACT) (started operation in the SRC (LN+TA)
area in late 2013)
22 U DN-5 | Poverty Alleviation Fund Project II (Small WB, IFAD 0OG (LN)
Irrigation Development in four districts)
23 U DN-6 | Leaschold Forestry and Livestock Program MOFSC, Department | OG (LN)
(LFLP) of Forest (DOF), DLS
24 | U/M/ | DN-7 | Rural and Agricultural Development Project in DOA, SDC UP (TA)
D Ramechhap District
25 U DN-8 | Vegetable Seed Project in Ramechhap, Phase 3 DOA, SDC 0G (TA)
26 | U/M/ | DN-9 | Girls Power Project Plan Nepal OG (TA)
D
27 — DN-10 | Volunteer Programs (JOCV, SV) JICA 0G (TA)
28 | UM | DN-11 | Establishing Sustainable Production and Supply | GLMI, local NGO OG (TA)
System for High Value Agricultural Crops in the
Hilly Areas of Sindhuli District
29 | U/M/ | DN-12 | UNNATI EU, CARE Nepal, OG (TA)
D CEAPRED
30 D DN-13 | Market Information Improvement (within the ADB, FNCCI/AEC OG (LN)

* VC = Value Chain, U = Upstream, M = Midstream, D = Downstream
** HO = Horticulture (and related) projects, LI = Livestock projects, GO = Government projects, DN = Donor-assisted
projects

*** OG = Ongoing, UP = Under Planning, (TA) = Technical Assistance, (LN) = Loan

Source: Study Team

The projects in the long list are diverse in terms of not only their sectors and contents but also

geographical coverage, positions in the value chain, implementation period, implementation

organization, and their modalities.
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The projects which are ongoing and under the pipeline for the M/P of SRCAMP are the given

conditions that need to be taken into account. Hence, the discussion for the A/P will proceed by taking

ongoing and under planning projects as “given” and focusing only on newly proposed projects by the

Study.

8.3 Strategic Programming for the A/P

8.3.1 Logical Grounds for the Strategic Programming

There are ten newly proposed projects in the Study, six of which are assigned with an “HO” code

because they are related to the horticulture subsector, while four are assigned with an “LI” code as

they are related to the livestock subsector. However, their characteristics differ in various aspects and

therefore, brief explanations of their differences are described in Table 8.2 below.

Table 8.2: Brief Descriptions of Newly Proposed Projects for SRCAMP M/P

# | Code Project Name Brief Description
1 | HO-1 | Sindhuli Road Corridor Expansion of SRCAMP’s pilot approach for vegetable production
Commercial Agriculture and marketing through collection center arrangement.
Promotion (SRCCAP) This project addresses the development scenario for Zones 1 to 4.
2 | HO-2 | Strengthening of Junar Introduction of the basic cultivation techniques of Junar, e.g.,
Production System sapling, applying proper fertilizer and agro-chemicals, thinning,
and pruning.
This project addresses the production aspect of the development
scenarios for Zones 1 and 3.
3 | HO-3 | Non-conventional Installation of irrigation systems that utilize the perennial
Irrigation mountain streams in mid-hill areas.
This project aims at addressing the production aspect of the
development scenarios for Zones 1 to 4.
4 | HO-4 | Kurkhot Logistics Center Feasibility study and implementation for the potentiality of
and Associated Kurkhot to function as an important logistics center after the
Distribution Network completion of the nearby bridge crossing the Sunkoshi River,
combined with the efficiency improvement of associated
distribution network.
This project enhances the effectiveness of the development
scenarios for Zones 1 to 4.
5 | HO-5 | New Vegetables/Fruits This project is under planning by GON but its site has not yet
Wholesale Market in been secured. Once the site issue has been cleared, it should start
Eastern Kathmandu with the study, which will be followed by implementation.
Although this project is not located within the study area, this
wholesale market is expected to function as an eastern gate of the
capital’s consumer market and enhance the effectiveness of the
development scenarios for Zones 1 to 4.
6 | HO-6 | Study for NTFP A study to verify the potential of NTFP promotion in the study
Promotion area, from resource endowments to marketability.
This project aims at addressing the development scenario for
Zone 5.
7 | LI-1 | Sindhuli Road Corridor Expansion of SRCAMP’s pilot approach for livestock sector
Traditional Livestock (milk and goat). Alignment with HO-1 during implementation is
Production Strengthening desirable.
(SRCTLPS) This project addresses the development scenarios for Zones 1 to
4.
8 | LI-2 | Genetic Improvement Improvement of the system for genetic improvement and
and Breeding of Dairy breeding of dairy animals.
Animals This project encompasses the development scenarios for all five
zones but more effective in Zones 1 to 4.
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# | Code Project Name Brief Description
9 | LI-3 | Genetic Improvement * Improvement of the system for genetic improvement and
and Breeding of Goats breeding of goats.
* This project encompasses the development scenarios for all five
zones.
10 | LI-4 | Consignment Mating of | ¢ Feasibility study of pilot project to verify the introduction of a

Dry Buffaloes for Milk
Production and Genetic
Improvement — Pilot

new system of consigning dry buffaloes to a place where the elite
stud bulls are kept. Genetic improvement and milk production
increase are sought for in parallel through this activity.

* This project encompasses the development scenarios for all five
zones but more effective in Zones 1 to 4.

Source: Study Team

The ten newly proposed projects cover different subsectors while they are more or less interrelated
with each other as well as with other ongoing projects. In order to consider the priorities among them,

the Study adopted a qualitative approach that contemplates the effective and strategic programming of

the proposed projects based on their relationships with enhanced connectivity through the completion

of Sindhuli Road and associated road networks. In doing so, the relative importance of each newly

proposed project was evaluated, taking into account the prospective synergies/complementarities that

can be generated among the projects, in addition to social and economic impacts.

8.3.2 Strategic Programming from Synergy Aspect

Figure 8.1 shows the relationship among the 30 long-listed projects.

HO-6
NTFP [ G032 Agriculture/livestock Development Centers ] GoveErnment’s
— e Extension
GO-2 DSL/DLSO ] [ GO-1 DOA/DADO ] Programs
—
Livestock bles -
i\ SETEE [ DN-10JICAVelumtsers | Fruits
LI-3 o Junar
Goat Bmeding DN-1,4,7, [ DN-13Merketinfo | Hunar)
9,11,12
Lz Other _DN"E criis [ GO-4 Junar Processing ]
Dairfﬁeding “Larridor DMN-2,5 |
Approach” small HO-2
L4 Projects Irrigation Improvement
Diry Buff Pilot of lunar
HO-3 Production
L-1 — === Mon Conwv. \
SRCTLPS Irrigation o =& =
CET Synargistic
Relations

G0-6 Road Netwark
Improvements (3 bridzes
BCross major rivers and

rural roads)

HO-4
Kurkhot
Logistics

Centerand
Metwaork

HO-5
Eastern KTM
Whalesale

Market

Sindhuli
Road
Construction

DN-3 Kurkhot Bridege ]

Source: Study Team
Figure 8.1: Relationship among 30 Long-listed Projects

Figure 8.1 explains the relationships, mainly in terms of synergies, that the long-listed projects can
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generate together. The dual lines in the figure means there are synergistic relations between the

projects while their widths represent the strengths of expected synergies. The dual lines in red color

means that they are connected in one or two ways with newly proposed projects, which are also shown

with red colored boxes.

Some remarks with regard to Figure 8.1 are presented below.

The projects placed at the bottom of the figure, grouped as “Road and Distribution Networks”,
are infrastructure projects including the Sindhuli Road construction which serves as the major
premise of this M/P. Other road and bridge projects combined with Sindhuli Road will enhance
the connectivity of the study area. Kurkhot Logistics Center (HO-4) and Eastern Kathmandu
Wholesale Market (HO-5) have the synergistic relations with road networks as their
precondition. Other subsectors that are placed in the middle section of the figure also have
synergistic relations with “Road and Distribution Networks”, especially in the case of the

vegetables subsector.

In the vegetables subsector, there exists a group of projects that can be categorized into one, with
their commonality of more or less taking advantage of the improved accessibility (or
connectivity) of the area. They can be tentatively named as “corridor approach projects”. One of
the newly proposed projects, tentatively named as SRCCAP (HO-1), falls under this category.
All these corridor approach projects combined will enhance each other in developing the study
area as the production center of vegetables with economies of scale, and through generating
strong synergy with road and distribution networks. Another newly proposed project in the
vegetables subsector, i.e., non-conventional irrigation (HO-3), has also synergistic relationship

with HO-1 in the production aspect.

In the livestock subsector, SRCTLPS (LI-1) has synergistic relationships with both HO-1 in
terms of risk alleviation of farm economy that will endeavor on vegetable production and road

networks in terms of milk collection network.

In the fruits subsector, a newly proposed project which will address the production aspect of
Junar (HO-2) is expected to generate multiple synergies with other ongoing projects. Combined

together, they will take advantage of the road and distribution networks.

Other newly proposed projects, i.e., breed improvement projects (LI-2 and LI-3) in the livestock
subsector and the NTFP study (HO-6) have no direct synergistic relationships with road and

distribution networks improvement.

By looking into the synergy aspect of the newly proposed projects as against road network

improvement, among them, and with other ongoing projects, their strategic importance has surfaced.

Table 8.3 below presents the summary of the strategic importance of the newly proposed projects.
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Table 8.3: Strategic Importance of Newly Proposed Projects in terms of Synergies

Expected
# Code Project Name Strategic Importance in terms of Synergy Aspect Level of
Synergy
1 HO-1 | Sindhuli Road Corridor This project has multiple synergistic relations.
Commercial Agriculture | Among them, the most important is the synergy with
Promotion (SRCCAP) road and distribution networks. Other synergies Hish
combined together are assumed to generate &
substantial social and economic impacts in the
corridor.
2 HO-2 | Strengthening of Junar Improvement of the production aspect of Junar has
Production System direct synergies with other ongoing projects
concerning Junar. This project, if rightly designed High
with GO-2, will generate long-lasting synergies with
relatively small inputs.
3 HO-3 | Non-conventional This project can enhance the outcome of HO-1 when .
e . Medium
Irrigation aligned together.
4 HO-4 | Kurkhot Logistics Center | Because of Kurkhot’s strategic location at the
and Associated crossroad of the four directions that connect major
Distribution Network consumption markets and emerging production areas,
it has a high potential to grow as an important Hich
transit/forwarding point that can generate substantial &
social and economic impacts in a large public area.
This is worth investigating in order to achieve
productive use of road network through synergy.
5 HO-5 | New Vegetables/Fruits The necessity of this project is already endorsed by
Wholesale Market in GON and it is expected to serve as the eastern gate of
Eastern Kathmandu horticulture products into Kathmandu Valley. Hish
Realization of this project may possibly trigger the &
innovation of distribution system in the capital area if
designed correctly.
6 | HO-6 | Study for NTFP Although seeking for the possibility to improve the
Promotion welfare of people residing in non-accessible areas is
important, this project is rather isolated in terms of Low
synergy with other projects, especially with road
networks.
7 LI-1 Sindhuli Road Corridor This project is the offspring of the pilot projects
Traditional Livestock under the Study. It has synergistic relations with
Production Strengthening | HO-1 in the aspect of farm economy resilience, i.e.,
(SRCTLPS) constant income from dairy and substantial income
from goat in time of emergency. Moreover, the High
day-to-day activities of farmers, e.g., milk collection
at the collection center (CC), function to sustain and
enhance the activities of the CC, which is also the
focal point in the HO-1 activity.
8 LI-2 Genetic Improvement This project is important because once it has been
and Breeding of Dairy successfully done, it will produce long lasting
Animals benefits for the populace. However, in terms of
synergies with other projects including the road Low
networks, its importance is low. This project is
expected to be carried out with a well thought-out
preparation in connection with the national system
and should be carried out as a long-term project.
9 LI-3 Genetic Improvement Same as above. Low
and Breeding of Goats
10 LI-4 Consignment Mating of | This project is worth implementing as it has been
Dry Buffaloes for Milk proven feasible in other parts of South Asia. Low

Production and Genetic
Improvement — Pilot

However, in terms of synergy with other projects
including the road networks, its importance is low.

Source: Study Team
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Based on the discussions above, the Study proposes to prioritize five newly proposed projects judged
to generate high level of synergies, i.e., HO-1, HO-2, HO-4, HO-5, and LI-1.

8.3.3 Proposed Implementation Schedule

Based on the discussions above, the proposed implementation schedules of the long-listed projects are

presented in Figure 8.2. As a matter of course, the proposed implementation schedules only apply to

the newly proposed projects and they are only indicative. Meanwhile, the schedules for the ongoing

projects (including those currently in the pipeline) are drawn based on their actual schedules.
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Year
# Code Project Name Implementation by Stage 2017 2018 2019 2020 2020 -
1 21212112
1 HO-1 Sindhuli Road Corridor Commercial A griculture Promotion Project (SRCCAP) DOA New (TA)
Z | 2 | nHoz [suengihening of Junar Production System DOA New (TA) o
2
Z [ | nos [Nonconventionatimgation DOA,DOLIDAR  |New (FS-GR) ]
(=}
b= 4 HO-4 Kurkot Logistics Center and Associated Distribution Network DOA (DABPMD) New (FS-GR) W
2
(3 -] -
E [ s [ s [newvegerabies/Fruits Wholesale Market in Fastem Kathmandu DOA (DABPMD) [N (FSBDDD I
;
=
E=A HO-6  |Study for NTFP Promotion MoFSC New (ST) #
[}
2 7 | w1 [sindhuiiRoad Comidor Traditional Livestock Production Strengthening (SRCTLPS) pLS New (TA) o
72
?3 8 LI-2 Genetic Improvement and Breeding of Dairy Animals DLS New (TA) #I
>
% 9 LI-3 Genetic Improvement and Breeding of Goats DLS New (TA) #I
10 | 14 [Consignment Mating of Dry Buffaloes for Milk Production and Genetic Improverment - Pilot DLS New (FS) I
o | 1| 601 [continuous Epansion of Agricultural Services by DADO DOA (DADO) Oremetnger |
S
€ [ 2 [ co2 [continuous Expansion of Agricultural Services by DLSO DLS (DLSO) .
5 anning.
aQ b0iNg,
2| 3] o3 [suengthening ofthe Functions of Agriculture and Livestock Development Centers in the Study Arca  |DOA, DLS . U e ———————————
=) lannin;
<
3 14 GO-4 Establishment of Fruits Juice Processing Plant ?i??;i‘c/fgriuu::g;’:ﬂ Ongoing #
§ 15 GO-5  |One District One Product (ODOP) Program o oop s Cemral &« PRIl O g 0ing W
=S
ad 16 GO-6 Road Network Improvements (3 bridges across major rivers by DOR, rural roads based on DTMPs 2014-2018) IDIOL, ITOILITDYAR, DIDIC; Ongoin;
8. YDC g g
(3
2 [ 17 [ Go7 [special Economic Zone Project (SEZP), Panchkhar, Kavre District Mol G e — ————————————]
18 DN-1 High Mountain Agribusiness and Livelihoods Improvement Project (HIMALI) (Dolakha) DOA, ADB Ongoing (LN+TA) #
(@] 19 DN-2 Community-Managed Irrigated Agriculture Project (CMIASP)  (Support for FMIS) DOI, ADB Ongoing (LN) #
(=]
=3
S 20 DN-3 Roads Connectivity Sector I (incl. bridge across Sunkoshi River at Kurkot) DOR, ADB Ongoing (LN) #
wr n "
= 21 DN-4  |Project for Agriculture Commercialization and Trade (PACT) DOA, WB Oapzaiig G m#
"g 2014 (ANFTA)
§ 22 DN-5  |Poverty Alleviation Fund Project II (Small Irrigation Development in 4 districts) WB, IFAD Ongoing (LN) #
éu 23 DN-6  |Leaschold Forestry and Livestock Programme (LFLP) MOFSC, DOF, DOL Ongoing M
8.
[} r
S| u DN-7  |Rural and Agricultural Development Project in Ramechhap District DOA, SDC (‘;“:j Hloguing —
o
UE 25 DN-8 Vegetable Seed Project in Ramechhap, Phase 3 DOA, SDC Ongoing ﬁ
= 26 DN-9 |Income Generation Programme under "Girls Power Project" Plan Nepal Ongoing #
(=]
2| 27 | Dn10 [Volunteer Programs (Jocv,sv) JicA G [ | | |
=
@ 28 DN-11 ?ro_]ect ff)r Estabhshmg' Sustellma!)le .Productlon and Supply System for High Value Agricultural Crops GLML. local NGO Ongoing(TA) H
2] in_the Hilly Areas of Sindhuli District
5 Athe TRy pAress ol olncl
= EU, CARE Nepal, .
E' 29 DN-12 UNNATI CEAPRED Ongoing(TA)
LS}
30 | DN-13 | Market Information Improvement (within the framework of RISMF) ADB, FNCCUAEC  |Ongoing ————— ——

(NI Proposed schedule

Proposed continuation of the activities as government’s routine program Il Ongoing projects MMM Ongoing program

Figure 8.2: Proposed Implementation Schedule of Newly Proposed Projects (with Ongoing Projects) in the Order of the Long List

Al-33



SITERIL : ~ X5 =TT (Z 74 T LA — FEE)

8.4 Strategic Environmental Assessment (SEA)

The Study conducted SEA on the ten newly proposed projects in the long list by treating them as one
integrated set, according to the general SEA method. As a result, all newly proposed projects were
evaluated to have no serious social and environmental impacts, with the condition that projects that are
subject for Initial Environmental Examination (IEE) and Environmental Impact Assessment (EIA)

under the current regulation in Nepal should take appropriate procedures.

9. ACTION PLAN

9.1 A/P for Five Prioritized Projects

The proposed implementation schedules of the five prioritized projects are extracted from the
schedules of the long-listed projects discussed in the previous chapter, as presented in Figure 9.1

below.

Full Completion of Sindhuli Road Year
lmpleff;enta“‘m Stage | 2014 2016 | 2017 | 2018 | 2019 | 2020 | 2020
Y pi2|ti2ftiz2ftizf1i2|1i2f1i2

# | Code Project Name

Sindhuli Road Corridor Commercial
1 | HO-1 |Agriculture Promotion Project DOA New (TA)
(SRCCAP)

> | Ho2 Strengthening of Junar Production DOA New (TA) —
System

Kurkhot Logistics Center and New (FS-
3| HO-4 Associated Distribution Network MOAD GR)
New Vegetables/Fruits Wholesale New
4 | HO-S Market in Eastern Kathmandu MOAD (FS/BD-
D/D-GR)
Sindhuli Road Corridor Traditional
5 | LI-1 [Livestock Production Strengthening |[DLS New (TA)

(SRCTLPS)

Source: Study Team
Figure 9.1: Proposed Implementation Schedules for the Five Prioritized Projects

As indicated in the figure above, except for HO-4 which is interrelated with the completion of both
Sindhuli Road and the bridge across the Sunkoshi River in Kurkhot anticipated in 2015, the prioritized
projects are proposed to start in 2014. It should be noted that HO-5 is subject to site assurance by
GON for implementation and the schedule is primarily dependent on this factor. The other three
projects, i.e.: HO-1, HO-2, and LI-1, have been judged as appropriate for early implementation as the

condition permits.

HO-1 and LI-1, which are both offspring of the SRCAMP pilot projects, are proposed as separate
projects considering their independency in terms of implementation. They can be carried out without
having the same window. In terms of synergy and complementarities, the two projects are
interdependent and they are proposed to be implemented with certain coordination between them, i.e.,

in the same pockets in parallel or in a staggered manner. In case implementing them separately will be
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difficult, LI-1 should be included in HO-1 as one of the latter’s component.

9.2 A/P for Each Prioritized Project

The A/Ps for the five prioritized projects were prepared in the same format. It consists of the basic

outline information of the projects as suggested by the Study Team.

Section 9.2 of the main text discusses the contents for each prioritized project.

10. CONCLUSION AND RECOMMENDATIONS

10.1 Conclusion

The proposed M/P has good grounds for its validity and applicability, and taking these into
consideration, the Study Team has concluded that the proposed A/P should be implemented as early as
possible. Grasping the opportunity to accelerate the emerging trend of agricultural commercialization
will ascertain the status of the study area to grow as one of the major production centers of HVCs in

Nepal.

10.2 Recommendations

The Study Team believes that through the implementation of the priority projects selected and
proposed for the A/P, a relatively early realization of the outcomes, which are sustainable beyond 2020,
can be expected. This is because they are prioritized based on their synergistic relationships mainly
with road network improvements that are currently taking place with an effect that will remain for a
long time, and because business-oriented activity which characterizes agricultural commercialization,
once it properly took off, will sustain itself with the economic motives of the stakeholders combined

with the multiplier effects of new entries.

Hence, the Study Team recommends the MOAD and concerned parties to implement the prioritized
projects as proposed in the A/P by assuring the budget allocations internally as well as securing the
support of donor agencies. A few additional recommendations that the Study Team would like to make

arc:

(1) Agricultural commercialization naturally entails the risk inherent to market mechanisms and the
prices of the commodities often fluctuate. Therefore, the measures to hedge such risks should be
established in the intervention, e.g., to maintain the balance between vegetables and staple crop

and/or livestock production as well as to control the pace of shifting towards HVCs: and

(2) To promote agricultural commercialization in the study area, the MOAD is recommended to
promote the policies and actions described in the policy matrix as well as in the BDS. In doing so,
the major roles that public sector players are expected to perform are facilitations in various fronts
in order to create a conducive environment and opportunities for farmers and private sector

players to strengthen their ties, as was initiated and proposed in the Study.
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I

INTRODUCTION

In response to the official request of the Government of Nepal (hereinafter
referred to as “GoN") in June 2009, the Government of Japan (hereinafter
referred to as “GoJ") has decided, in accordance with the relevant laws and
regulations in force in Japan, to conduct High Value Agriculture Extension and
Promotion Project (hereinafter referred to as “the Study”) within the framework of
the Agreement on Technical Cooperation between GoJ and GoN signed on 3"
September, 2003 (hereinafter referred to as "“the Agreement”).

Accordingly, the Japan International Cooperation Agency (hereinafter referred to
as “JICA"), the official agency responsible for the implementation of the GoJ's
programs of Loan Aid, Grant Aid and Technical Cooperation, will Jomtly
undertake the Study with the authorities concerned of the GoN.

The present document sets forth the Scope of Work with regard to the Study.

OBJECTIVES OF THE STUDY

The overall goal of the Study is to contribute to livelihood improvement of the
rurai people in Sindhuli Road Corridor through income generation by enhanced
high value agricultural production.

The objectives of the Study are:

(1) To formulate Master Pian (hereinafter referred to as “M/P") with the target
year 2020, which consists of Action Plan (hereinafter referred to as "A/P") to
promote high value agriculture of potential agricultural products in Sindhuli
Road Corridor.

(2) To transfer relevant skills and technologles to the Nepali' counterpart
personnel and beneficiaries through pilot activities and on-the-job training in

the course of the Study.

STUDY AREA
Kavrepalanchowk, Dolakha, Ramechhap and Sindhuli Districts {(Four Districts)

SCOPE OF THE STUDY
[n order to achieve the objectives above, the Study shall consist of the following

items:

& o
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1. Phase 1: Basic Survey for M/P Preparation and Designing Basic
Development Strategy

1-1.

1-2.

1-3.

1-4.

1-5.

To overview the.Government policies, programs and institutional
arrangements to promote high value agriculture and corridor
development in Nepal.
1-1-1.  Identification of institution and agencies related to agriculture
development
1-1-2.  Highlight of government policies, strategies and program
1-1-3.  Review of budget and staff arrangement
To study the agriculture distribution, trade and market in Nepal. -
1-2-1.  Overview of trade of agricultural products
1-2-2.  Condition of direction of trade and trade route
1-2-3.  Review of distribution of products and intermediaries
1-2-4.  Examination of mode of marketing and intermediaries
1-2-5.  Assessment of market facility
1-2-6.  Analysis of market and market/consumers’ preference
To study the socio economic conditions of Sindhuli Road Corridor.
1-3-1.  Explanatory background of Sindhuli Road Corridor
1-3-2.  Feature of B, P. Koirala (“Sindhuli Road") and road network in
road corridor
1-3-3.  Characteristics of caste/ethic groups, disadvantaged group
and conflict affected people
1-3-4.  QOutline of industrial structure
1-3-5.  Highlight of labor force and employment opportunities
To overview agricuiture in Sindhuli Road Corridor,
1-4-1. Condition of climate, water resources and water use in agriculture
1-4-2.  Situation of land and asset holdings
1-4-3. Examination of land use .
1-4-4.  Analysis of agricultural production and market
1-4-5.  Review of agriculture extension
1-4-6.  Assessment of groups and cooperatives involved in
agriculture
1-4-7.  Analysis of farm management
To analyze the situation of high value agriculture in Sindhuli Road
Corridor and examine potential of such agriculture
1-5-1. Condition of production of high value agricultural products
1-5-2.  Review of market, marketing and sales of high value
agricultural products
1-5-3.  Condition and availability of technical support and availability
1-5-4.  Examination of private sector involvement

v
(),
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1-6.  To clarify advantages of high value agriculture in Sindhuli Road Corridor
(target area) and zone the target area according to the prospective
development of each potential product with consideration of:

1-6-1.  Rationale of high value agriculture in overall farming situation
1-6-2.  Production volume, cost, sales and income

1-6-3. Infrastructure '

1-6-4.  Market, marketing and pricing

1-6-5. Consumers and traders’ preference

1-6-6.  Private sector involvement

1-8-7.  Identification of potential products -

1-7.  To draft a basic development strategy to enhance high value agriculture
in Sindhuli Road Corridor toward the formulation of M/P.

1-8.  To consider countermeasures to mitigate social and environmental
impact based on the idea of strategic environmental assessment.

1-9.  To conduct workshops among stakeholders for sharing the result from
above mentioned 1.1-1.8 activities for their understanding.

2. Phase 2: Pilot Activities for M/P

2-1.  To consider approach and désign of pilot activities which verify the
prospective development scenario and necessary action plan for each
zone based on the basic development strategy. To prepare and
implement the environmental and social management plan and mitigation
measures, if the pilot plan is categorized “A” or "B as per JICA guidelines
for environmental and social considerations (April, 2004).

2-2. To Implement pilot activities based on 2-1 (not more than 10 (ten)
sites). Following aspects are assumed to be incorporated in designing
pilot activities.

2-2-1.  Strengthening of farmers group/cooperatives

2-2-2.  Promotion of production/Post harvest technologies development
2-2-3.  Promotion of Market/Marketing development

2-2-4.  Promotion of Small scale infrastructure development

3. Phase 3: Formulation of M/P

3-1.  To review the result of pilot activities for M/P formulation.

3-2.  To revise the basic development strategy.

3-3. To formulate M/P with target year 2020 for promotion of high value
agricuiture in Sindhuli Road Corridor including;
3-3-1.  Basic development strategy '
3-3-2.  Policy design matrix including project long list with their priority
3-3-3 ~ AJP for priority projects in the project long list

7
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V.

STUDY SCHEDULE

The Study will be carried out in accordance with the: tentative schedule in
ANNEX,

REPOCRTS

JICA shall prepare and submit the following reports in English to GoN.

(1) Inception Report: Fifty (50) copies at the commencement of the Study

(2) Progress Report 1:  Forty (40) copies at the end of Phase 1

(3) Progress Report 2: Forty (40) copies at the beginning of Phase 2

(4) Interim Report: Forty (40) copies at the middle of the Study _
(5) Draft Final Report: Fifty (50) copies at the end of the field work: GoN will

provide JICA with its comments on the Draft Final
Report within one (1) month of the receipt of the Draft
Final Report.

{6) Final Report: Fifty (50) copies within two (2) months of the receipt of

GoN's comments on the Draft Final Report

UNDERTAKING OF THE GON
1.

To facilitate smooth conduct of the Study, GoN shall take necessary measures:

2. GoN shall bear claims, if any arise, against the members of the Study Team

&

resulting from, occurring in the course of, or otherwise connected with, the
discharge of their duties in the implementation of the Study, except when such
claims arise from gross negligence or willful misconduct on the part of the
Study Team. '

.GoN shall be responsible for the secu-rity and safety of the Study Team and

retevant information. .
The Ministry of Agriculture and Cooperatives, at its own expense, where
necessary, provide the Study Team with the following, in cooperation with other
organizations concerned:

(1) Information as well as assistance in obtaining medical service;

(2) Available data {including maps and photographs) and information related

" to the Study; '

(3) Counterpart personnel;

(4) Travel and daily allowances for.counter personnel:

(5) Suitable office space with furniture and communication facilities;

(6) Necessary counterpart government budget for the Study operation; and

(7) Credentials or identification cards,

()'0/
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VIIL. UNDERTAKING OF JICA
For the implementation of the Study, JICA shall take the following measures:
1. To dispatch, at its own expense, the Study Team to Nepal
2. To pursue technology and skills transfer to Nepali counterpart personnel as
well as the communities in the course of the Study.
3. To make sure technology transfer to the counterparts.

IX. CONSULTATION
The Ministry of Agriculture and Cooperatives and JICA shall consult mutually in
respect of any matte that may arise from or in connection with the Study.

ANNEX: Tentative Study Schedule /
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Minutes of Steering Committee Meeting

on
Inception Report

for

The Project for the Master Plan Study on High Value Agriculture Extension

and Promotion in Sindhuli Road Corridor in Nepal

agreed upon between
Government of Nepal

and

Japan International Cooperation Agency

Kathmandu, 20, June , 2011

\/

Mr. Nathu Prasad Chaudhary l Mr, Takashi Sugiyama
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\

Secretary, Team Leader
Ministry of Agriculture and Cooperatives JICA Study Teamn
KRI International Corp.
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Lo p—ML. Makoto Takahashi
JICA Team Leader
Director, Paddy Field Based Farming area
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Japan International Cooperation Agency
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I. INTRODUCTION

With respect to The Project for the Master Plan Study on High Value Agriculture Extension
and Promotion in Sindhuli Road Corridor in Nepal (hereinafter referred to as “the Study”), a
Japan International Cooperation Agency (hereinafter referred to as “JICA”) Study Team
with representatives from JICA Headquarters and Nepal office (hereinafter referred to as
“the JICA Team™) had discussions with representatives of Ministry of Agriculture and
Cooperatives (herein referred to as “MOAC”) and concerned Ministries at the Steering
Committee on June 15th 2011 at the premises of MOAC,. The list of attendants of the
Steering Committee is attached as Annex 1.

The followings are the subjects discussed and agreed upon between the Nepali side and
Japanese side in the meeting,

I1. RESULTS OF DISCUSSION

1. Acceptance of the Draft Inception Report

The JICA Team presented an Inception Report of the Study and submitted thirty (30) copies
of the report to the Nepali side. The Nepali side accepted the Draft Inception Report and
agreed with the Study purpose, activities, and schedule with their suggestions.

2. Establishment of Steering committee :
Following the previous Minutes of the Meetings (hereinafter referred to as “M/M”) on Scope
of Work(S/W) dated on 4™ July 2010, both sides agreed to establish a Steering Committee as
follows,
(1) The Steering Committee is comprised of the following members,
a) Chairperson
Secretary, MOAC
b) Member Secretary
Joint Secretary, Planning Division, MOAC
¢) Members
Joint Secretary, Foreign Aid Co-ordination Division, Ministry of Finance Joint
Secretary, Agriculture and Rural Infrastructure Development Division, NPC (National
Planning Committee)
Joint Secretary, Monitoring and Evaluation Division, MOAC
Joint Secretary, Gender Equity and Environment Division, MOAC
Joint Secretary, Agribusiness Promotion and Statistics Division, MOAC
Joint Secretary, Administration Division, MOAC

Director General, DOA (Department of Agriculture)

Director General, DOLS (Department of Livestock Services)

Director General, DOC (Department of Cooperatives)

Director General, DFTQC (Department of Food Technology and Quality Control)

Joint Secretary, Planning and Foreign Aid Coordination Division, MOLD (Ministry of
Local Development)

A
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Chief Executive Officer, AEC (Agro Enterprise Center), FNCCI (Federation of
Nepalese Chambers of Commerce & Industry)
Representative, EOJ (Embassy of Japan)
Representative, JICA Nepal Office
Advisory Study Members from JICA HQs
Representative, the Study Team
¥ Chairperson can invite other members as needed.
** Committees in District level will be organized upon necessity after commencement of
the Study.
*** Member Secretary will coordinate the committee.

(2) The Steering Committee shall be held periodically (i.e. the times the Progress Report are
submitted) to share the progress and to discuss and decide the direction of the Study.

3. Establishment of Project Management Unit, Project Coordination Unit and Working
Groups

For the smooth and successful implementation of the Study, both sides agreed to establish a
Project Management Unit (hereinafter referred to as “PMU”) The TORs of PMU are to be
overall management of for the Study from all technical aspects and policy clarification,
through joint works on the subject and output delivery in a course of the Study. PMU
further works as a platform, which provides managerial supports to the JICA Study Team
through regular and daily communications and coordination with stakeholders for facilitating
the smooth implementation of the Study.

Also, both sides agreed to consider the establishment of district level Working Groups to
implement the Study in cooperation with Project Management Unit and Project Coordination
Unit. The expected WGs members are DADO, DLSO, and LDO under DDC level; this
composition might be reviewed and revised on actual demand bases.

These Management Structure including the Steering Committee, Project Management Unit
and Working Groups is attached as Annex 2.

4, Assignment of Counterpart Personnel

Based upon the S/W dated on 14 Feb, 2011, MOAC promised of assigning appropriate
number of qualified counterpart personnel for aiming of technical transfer during a course of
the Study. The JICA Team requested and MOAC agreed that the counterpart personne] shall
not be changed and transferred during the Study period.

5. Necessary Equipment and Facilities for JICA Study Team
The Nepali side promised that office space, furniture and other equipment in central and
district level shall be provided as set forth in the S/W.
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6. Training in Japan
The JICA Team expressed that training in Japan would be held in the middle or late
September in FY 2011.

7. Report
MOAC agreed that the Final Report of the Project shall be made available for the stakeholders
and open to the public in order to make maximum use of the result of the Project.

8. Pilot Project

Both sides agreed that the purpose and importance of pilot projects. Lessons learned from the
pilot projects shall be fed into the M/P in order to more practical and reliable. Also, those pilot
projects are expected to play roles of consensus building among various stakeholders and
giving preparatory opportunities for prioritized projects’ materialization which would be
proposed and recommended in the M/P.

9. Project Title

With regard to the contents of the Study, both sides agreed to modify the project name as
- follows;

<Before>

High Value Agriculture Extension and Promotion Project in Sindhuli Road Corridor in
Nepal

<After> The Proiect for the Master Plan Study on High Value Agriculture Extension and
Promotion in Sindhuli Road Corridor in Nepal

10, Other Issues and Points discussed at St/C

1) The clarification of the joint project management structure with Nepali side and the
JICA Study Team is required.
2) With respect to promotion of commercial agriculture and sustainability, the

involvement of private sector is needed. Considering it, the Study should be conducted in
collaboration with other similar projects as follows; OVOP projects implemented by Agro
Enterprise Centre (AEC), technical wing of FNCCI (Federation of Nepalese Chambers of
Commerce and Industries) Projectfor Agricultural Commercialization and Trade (PACT)
by World Bank, Commercial Agriculture Development Project (CADP) by Asian
Development Bank, etc.

3) The Nepali side expressed the facilitation of the export in the area of food safety and
sanitation (Sanitary and Phytosanitary) to be included in the Study.

4) With respect to the implementation of the projects to be proposed in M/P, the
tentative project cost, fund flow mechanism, implementation plan, project size,
implementation modality and auditing procedures shall be clarified.

5) The alignment with the next agricultural development strategy (ADS), which is
currently under preparation process in MOAC, shall be considered in the Study.

6) The Nepali side expressed their concern about the need for piloting or not and

y AG-13 4 %
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shorten the study period, if possible.
7) With respect to the alignment of APP (Agriculture Perspective Plan) and several
JICA projects so far, both side reconfirmed the importance and the necessity of the Study.

ANNEX 1: List of Attendants at the Steering Committee
ANNEX 2: Project Management Structure (tentative)
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Mr. Takeo Morita
Ms Mika Matsumura
Ms Shinko Koshiba

JICA Study Team
JICA Study Team
JICA Study Team
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Minutes of the Second Steeﬁng Committee
For
The Project for the Master Plan Study on High'Value Agriculture Extension
and Promotion in Sindhuli Road Corridor in Nepal
agreed upon between
Government of Nepal
and

Japan International Cooperation Agency Study Team

Kathmandu, February 2013

AM&& I

Mr. Jaya Mu Mr., Dilli Ram SHARMA
Secretary Regional Director
Ministry of Agriculture Development Central Regional Directorate of Agriculture

Ministry of Agriculture Development

)
BE M 2 2
! \

Mr. Tomohiro ARIMA Mr. Takashi SUGTYAMA
Representative Team Leader
JICA Nepal Office SRCAMP
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Introduction ,

With respect to The Project for the Master Plan Study on High Value Agriculture Extension
and Promotion in Sindhuli Road Corridor (hereafter referred as to “the Study™), a Japan
International Cooperation Agency Study Team (hereafter referred as to “the JICA Team™)
with representatives from JICA Nepal office (hereafter referred as to “JICA™) had
discussion with representatives from Ministry of Agricultural Development (hercafter
referred as to “MOAD"”) and concerned Ministries at the Steering Committee on February
21% 2013 at the premise of MOAD on contents of Interim Report submitted in December.,
Both sides agreed the contents of the Interim Report, Annex1 shows the list of atfendants,

The following is the subjecis and contents discussed at the Meeting.

Discussion
Report on the Progress of the Study by the JICA Team
Takashi SUGIYAMA, team leader of the JICA Team, made a presentation on the progress

and future plans as well as constraints encountered in the Study.

Main comments and questions from the Nepal side on the presentation,

(1) It would be beneficial for research centers to be supported in the pilot project.

(2) Along with the weak linkage between producers and traders, other constraints in the
Nepal agriculture, including lack of knowledge, lack of infrastructure, etc., should be
considered in the Study.

(3) In addition to the producers and traders, other actors in the value chain should be well
paid attention to.

(4) Supply chain analysis should be included in the value chain study.

(5) What are the countermeasures for unavailability of fertilizer?

(6) Policy matters should be analyzed and included in the Study.

(7) Lack of market information system (MIS) is not a problem: FNCCI, in cooperation
with the Nepal government, has established a MIS, and it can be checked by phone or
internet.

(8) TNCCI hopes to collaborate with the Study in the Junar processing factory which is
currently under construction.

(9 In implementation ‘of the pilot project, unique “Japanese-working-style” should be

incorporated, and the field could learn from this extra value.
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(10) Has the cooperation in the period of 2014-2020 been already planned? If so, we would
like to know how large it is going to be financially.

(11)The government is currently working on Agriculture Development Strategy (ADS).
Input, especially long-term strategy, from SRCAMP would be beneficial,

(12) Some of the problems in Nepal agriculture, both in horticulture and livestock, are fack
of standard for produce quality, safety and processing. These should be incorporated in
the Study as constraints.

(13) Value addition by processing should be included and considered in the Study.

Response from the Study Team
Takashi SUGTYAMA responded and clarified Nepal side comments and questions.

Results of Discussion

I. The Nepali side congratulated on smooth implementation of the Study.

2. Both sides expect that farmers of Sindhuli road corridor will be benefitted from the
completion of the road.

3. The Nepali side showed interest in expanding the project.

4. The Nepali side, especially the secretéry of MOAD requested focal counterpart, DOA,
and DLS to involve in the project more intensively.

5. The Nepali side expects the JICA Team to promote using manure instead of chemical
fertilizer in consideration of shortage of fertilizer in Nepal.

The Nepali side expressed its willingness to support the JICA Team as necessary.

7. Both sides agree to focus on rather the dissemination of existing technology in Nepal
than the introduction of new technology, since certain agriculture technologies are
already introduced in Nepal.

8. Both sides decided to drop L-1 in livestock pilot project due to concerns about side
effects and health hazard.

9. Both sides agree that the JICA Team would take into account the iniroduction of
quality control system into the master plan.

10. The JICA Team requested more active involvement of counterpart at both central and
district level.

1t. The JICA Team indicated the consideration of the post-SRCAMP projects although the
details of the projects are under discussion.

12. The JICA Team focuses more on quality of fresh vegetables and fruits than on value
addition and processing.

13, The JICA Team thinks that the improvement of production side is an issue, rather than
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the development of distribution and marketing in livestock sector.
14. Both sides recognize shortage of fertilizer as one of the serious issues in agriculture

sector in Nepal,

End.
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10.
11,
12,
13,
14,
15.
16.
17.
18.
19.

20.
21,
22,
23,
24,
25.
26.
27.
28,
29,

Annex: 1 List of Attendances

Mr. Jaya Mukunda Khanal
Dr. Prabhakar Pathak

Mr. Geha Nath Bhandari
Mr, Uttam K. Bhattarai
Mr. Kailash R. Pokharel
Mr, Lila Ram Poudel

Dr. Nar B. Rajwar

Mr. Dilli Ram Sharma
Ms. Jiwan Prava Lama

Mr. Pradip Maharjan
Mr, Tomohiro, ARIMA
Mr, Narendra K Gurung
Mr. Badri Nath Koirala
Mr, Bishnu Pd. Ghimire
Mr. Mahendra N. Poudel
Mr, Ravi Kr, Dangol
Ms. Bindira Adhikari
M, Lal Kumar Shrestha
Mr, Binod K. Bhattarai

Dr. Suvash Shiwakoti
Mr Takashi SUGIYAMA
Mr, Makoto ISHIZUKA
Ms. Miki MORIMITSU
Mr. Tateo MORITA

Mr, Yasunori KANDA
Ms. Koshiba SHINKO
Mr, Binod Das Gurung
Mr, Purushottam Giri

Dr. Ragab Kayastha

Secretary, Ministry of Agriculture Development
Joint Secretary, MoAD

Joint Secretary, MoAD

Joint Secretary, MoAD

Under Secretary, Ministry of Finance

Director General, Department of Agriculture,
MOAD

Director General, Department of Livestock
Services, MOAD

Regional Director, RAD Central, MOAD

Director General, Dept. of Food Technology and Quality Control

(DFTQC)

Chief Executive Officer, AEC/FNCCI
Representative, JICA Nepal

Chief Program Manager, JICA Nepal
Program Director, MPCS

Senior Agri, Economist, Dept. of Cooperative
Senior Agri. Economist, MoAD

Agri, Economist, MoAD

Agri. Fconomist, MoAD

Agri. Economist, MoAD

Agriculture Extension Officer, RAD and
Counterpart SRCAMP, MOAD
Veterinary Officer, DLS and counterpart SRCAP, MOAD
Team Leader, SRCAMP/JICA

Deputy Team Leader, SRCAMP/TICA
SRCAMP/TICA

SRCAMP/IICA

SRCAMP/IICA

SRCAMP/TICA

SRCAMP/TICA

SRCAMP/IICA

Intern, KRI (SRCAMP/JICA)
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Introduction

With respect to The Project for the Master Plan Study on High Value Agriculture Extension and
Promotion in Sindhuli Road Corridor (hereafter referred as to “the Study”), a Japan International
Cooperation Agency Study Team (hereafter referred as to “the JICA Team™) with representatives
from JICA Nepal office (hercafter referred as to “JICA™) had discussion with representatives
from Ministry of Agricultural Development (hereafter referred as to “MOAD”) and concerned
Ministries at the Steering Committee on December 19th 2013 held at the premise of MOAD on
contents of Draft Final Report. The list of attendants of the Steering Committee is attached as
Anmnexl,

The following is the subjects discussed and agreed upon between the Nepali side and Japanese

side in the meeting.

Discussion

Report on the Progress of the Study by the JICA Team

Takashi SUGIYAMA, team leader of the JICA Team, made a presentation on the Study progress
based on Draft Final Report.

Main comments and guestions from the Nepali side on the presentation.
(1) Request for JICA to implement the project proposed by SRCAMP.
(2) At least one project among newly proposed projects should cover a full range of value chain

from production to marketing.
(3) Draft Final Reports should be available to everyone in a way such as putting on website.

(4) Further meeting is necessary to finalize the details of the projects such as activities and

implementation modality.
(5) Why were seedling and sapling not so much successful in the pilot projects?

(6) Why will 3 projects, HO-1, HO-2 and LI-1 in prioritized projects with Technical Assistance

(TA) last such a long time and be implemented in parallel?

Response from the Study Team
Takashi SUGIYAMA, team leader, and Tateo MORITA, horticulture expert of the JICA Team,

appreciated the Nepal side for the comments and questions. Their answers to question (5) and (6)

o 3
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It would take a substantial amount of time to see the impacts of seedling and sapling
improvement activities (as for Junar sapling, about 3 years). The pilot projects for 15 months
were thus not enough to observe these impacts. The activities for seedling and sapling

improvements are included in the prioritized projects.

(6) The list of new projects is just a proposal from the JICA Team. Government of Nepal or

concerned authority can delete or implement any of them at their own will. The reason for
proposing the implementation of HO-1, HO-2 and LI-1 in parallel is that they can work in
synergy to raise the level of agricultural commercialization in targeted area rather than

implementing them separately.

4, Main comments from the Japanese side on the presentation,

(1)
@
&)
)

(5)

Draft Final Report is now in the hands of Government of Nepal.

JICA would like to materialize the results of SRCAMP.

There has already been a request submitted from Government of Nepal for the project one
and half year ago and JICA would like to know the request status from Government of
Nepal since it is still in pending.

It is only the Master Plan so, more importantly, Nepal and Japan should move ahead to
implement the proposed projects.

Nepal has good potential for agricultural development. Government of Nepal should utilize

this opportunity.

II1. Results of Discussion

1.
2.

The Nepali side expressed their satisfaction for the work of the JICA Team.

Both the Nepali side and Japanese side expressed their willingness to sit together in another
meeting to discuss about activities and implementation modality for the post-SRCAMP
projects.

The JICA Team submitted 31 copies of the Draft imal Report to the Nepali side.

The Master Plan will be finalized during February and submitted in March 2014 after
reflecting feedbacks from the Nepali side. Written comments will be accepted till the end of

C,@}/‘ Find.

January 2014.
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