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Preface 

The agrifood system is changing rapidly. Structural changes are occurring throughout the system in 
response to the modernization of agriculture (globalization, coordination and concentration) and shifting 
consumer and societal demands for safer, better-quality and ready-to-eat food produced in a socially and 
environmentally responsible manner. This new scenario coexists with more traditional types of family 
and subsistence farming.         

This changing environment places increased pressure on Ministries of Agriculture (MOAs) in develo-
ping countries to engage in agribusiness and agro-industry development. However, to what extent are the 
MOAs empowered and equipped to do so? Many of them have seen their mandates and functions expanded 
from a strictly productive dimension to a more holistic, farm-to-fork approach. This expansion should 
be reflected in the provision of an increased scope of public goods and services to deal with post-produc-
tion issues. MOAs also face the challenge of mainstreaming relatively new approaches such as the design 
and implementation of value chain programmes; climate-smart agriculture; the use of contract farming; 
public–private partnerships and other private sector engagement models; and agribusiness programmes 
with a territorial dimension (e.g., agricultural growth corridors and clusters). 

FAO has conducted an appraisal of the organizational arrangements used by MOAs to support inclusive 
agribusiness and agro-industry development, which included a scoping survey of 71 countries and in-depth 
analysis of 21 case studies from Africa, Asia and Latin America. The study found that many MOAs have 
established specific agribusiness units with technical, policy and/or coordination functions concerning 
agribusiness development. Others have set up clusters of units with complementary individual mandates. 

The study analysed how well prepared these agribusiness units and their staff are to deal with both tra-
ditional and non-traditional approaches and tools for agribusiness development. This assessment examined 
the units’ staffing, organizational structure and budget allocation, and the range and quality of goods and 
services they provide. 

FAO is publishing this series of country case studies to enhance knowledge and information on best 
practices for establishing and operating well-performing agribusiness units. The various organizational 
models applied by countries to cater to the changing agribusiness environment are also explored, including 
mechanisms to build linkages with other relevant ministries (e.g., of industry and commerce) and private 
institutions. The series provides an opportunity to raise awareness about the need for stronger public com-
mitment to inclusive agribusiness and agro-industrial growth, reflected in a more generous allocation of 
human and financial resources to empower agribusiness units and similar structures within MOAs. Refocu-
sing the core functions and/or targeting specific commodity/value chains could also help the units to achieve 
a suitable balance between the requirements of their changing agribusiness mandates and their existing 
resource allocations, while maximizing the achievement of social goals (e.g., inclusiveness and job creation).
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Executive summary

This study describes the organizational model for agribusiness development applied by the Government 
of Nepal, and the services provided by different public agencies with responsibilities for agribusiness 
promotion. The organizational setting for meeting this mandate is a complex system of three layers: an 
agribusiness unit and field-level implementers in the Ministry of Agriculture and Cooperative (MOAC)1, 
and two interministerial committees in charge of coordinating agribusiness matters.  

The agribusiness unit is the Agribusiness Promotion Section (APS), which was established in 2000 
as an apex body within the MOAC to formulate policies and coordinate programmes for agribusiness 
and high-value crop promotion. In 2002 APS was merged with another unit responsible for agricultural 
statistics in the Agribusiness Promotion and Statistics Division (APSD), thus weakening its agribusiness 
mandate to some extent. In spite of its satisfactory original design, APS encounters many difficulties in 
fulfilling its overarching coordinating role in agribusiness matters because of a chronic dearth of financial 
and human resources. Its lack of a network of decentralized offices at the district level further reduces its 
effectiveness in field-level implementation. Although APS was conceived as the ultimate agency respon-
sible for agribusiness development, these weaknesses have forced it to concentrate almost exclusively on 
policy-making and knowledge sharing functions. 

Field programmes for agribusiness promotion/agricultural development in Nepal are implemented 
by the four departments of MOAC – Agriculture (DOA); Livestock Services (DOLS); Food Techno-
logy and Quality Control (DFTQC); and Cooperatives (DOC) – and their line agencies in the regions 
and districts. Particularly relevant to this study is the Agribusiness Promotion and Market Development 
Directorate (ABP&MDD) under DOA, which acts as the lead implementer of agribusiness activities.

To strengthen agribusiness promotion activities, a High-Level Committee for Agribusiness Promo-
tion was set up in 2000. The committee is responsible for interministerial coordination of the formula-
tion of agribusiness policies and programmes. APSD/APS acts as Secretariat and principal implementer, 
but the committee’s members are high-profile individuals, which makes it difficult to convene meetings. 
Another more operational cross-ministerial committee, the Committee for Agribusiness Policy Promo-
tion, Implementation, Monitoring and Coordination, was therefore established in 2010 with the Chief of 
APSD as Chairperson. 

This institutional setting for agribusiness promotion has resulted from a paradigm shift towards agri-
food chain development. The transition from subsistence farming to the production of high-value and 
niche agroproducts requires a variety of services directed not only to farmers, but also to other actors 
along the value chain, and close collaboration between the private and public sectors. In practice, howe-
ver, this paradigm shift has not been fully implemented or understood. Few activities to support the deve-
lopment of agricultural value chains have been implemented, and even the term “agribusiness” remains 
ambiguous, with definitions varying among individuals and government agencies. There is urgent need 
to adopt a common definition of agribusiness at the government level and an agreed strategy for working 
with the sector.

 The government’s organizational response to agribusiness development has been plagued with the 
failures observed in other sectors. The Nepalese approach to institution building has been fragmentary 
and piecemeal, with frequent changes in paradigm and approach leading to unfinished and poorly funded 
reforms and high staff turnover. In particular, APS/APSD is weak and thinly staffed for undertaking its 
allocated activities. 

Such issues are largely the result of implementation flaws rather than the existing national policy fra-
mework, which is solid and encourages agribusiness promotion, collaboration with the private sector 
and support to agribusiness/agricultural cooperatives. In particular, the three-layer agribusiness sys-

1 The name has changed to Ministry of Agricultural Development since this report was written.
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tem suffers from governance difficulties and low institutional capacity, as in most developing country 
administrations. The study reports a major skills gap in providing public extension services and plan-
ning support in the changing context of agribusiness and commercialization in Nepal, particularly at the 
field level. Public sector extension workers are too few for the area and beneficiaries covered, and lack 
agribusiness skills. Weaknesses in the support to frontline extension workers include the shortages of 
equipment and funds to cover operating costs, including transportation. 

There is some duplication of efforts among the government institutions with mandates related to 
agribusiness. In spite of efforts to integrate the work of different agencies through interministerial com-
mittees, there is a notable lack of coordination. More specifically, other agencies rarely coordinate with 
or report to APS. The committees’ performance is jeopardized by political interference, exacerbated by 
frequent ministerial changes that result in policy shifts and high staff turnover, which are often translated 
into duplicated efforts and lack of effectiveness. 

To overcome the issues identified by the study there is need to:
 � strengthen capacities in planning and policy analysis; 
 � establish functional collaboration among the agencies concerned with agribusiness development; 
 � integrate agribusiness into DOA’s extension services; 
 � enhance, update and clarify agribusiness policies and strategies; 
 � support the MOA in adhering to the spirit of policies and streamlining their implementation at the 
national level; 

 � empower the Committee for Agribusiness Policy Promotion, Implementation, Monitoring and Coor-
dination to facilitate the policy shift and reduce political interference. 
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1.1 BACKgROuND
There is a global shift in agriculture, from family 
farms to well-placed commercial production and 
processing units linked to exporters and modern 
retailers. New sophisticated and globalized pro-
curement practices have been mainstreamed to 
comply with food quality and safety standards, 
including traceability requirements, and to reduce 
transaction costs and minimize risks. In this trans-
formation, a key role has emerged for agro-enter-
prise promoters in providing marketing extension 
services to rural farmers. Farmers face challenges in 
identifying buyers for their products, receiving fair 
prices, and deciding whether to sell their products 
immediately after harvest or to store them in the 
hope of receiving higher prices in the future. 

All over the world, the changing agribusiness 
environment has redefined the terms of engagement 
for government ministries and agencies, placing 
them under increasing pressure to engage in agri-
business and agro-industry development. Many 
ministries of agriculture have undergone reform 
and restructuring processes to make them better 
equipped to address the challenges of this environ-
ment. This has been the case of Nepal’s Ministry 
of Agriculture and Cooperatives (MOAC), which 
has created a specialized unit with the mandate for 
leading and facilitating all agribusiness activities 
within the MOAC and for coordinating with other 
relevant ministries. 

1.2 PuRPOsE
This study documents the case of Nepal and its 
experience in establishing an agribusiness unit within 
the MOAC – the Agribusiness Promotion Section 
(APS), which is linked to field-level implementers, 
especially the Agribusiness Promotion and Market 
Development Directorate (ABP&MDD), and to the 
High-level Committee for Agribusiness Promotion 
and the Committee for Agribusiness Policy Promo-
tion, Implementation, Monitoring and Coordina-
tion. The study’s objectives are to characterize the 
institutional profile of these MOAC structures for 
dealing with agribusiness issues; describe their func-
tional roles, key objectives, current priorities, and 
scopes of service provision pertaining to agribusi-

ness and agro-industry; and assess their capacities to 
fulfil their functions, the opportunities and threats 
affecting them, and their institutional comparative 
advantages for providing services related to agribusi-
ness and agro-industry development. 

1.3 METhODOlOgy
The study methodology included a literature review, 
and primary data collection through key informant 
interviews (KIIs) and qualitative analysis. A check-
list developed by FAO and the Southeast Asian 
Regional Center for Graduate Study and Research 
in Agriculture (SEARCA) was used to guide the 
collection of information. 

Primary data was collected in July 2011, with 
information gathered from different agricultural 
production and marketing stakeholders. A list of 
the people met for the study is included as Annex 1, 
and the findings from KIIs is in Annex 2. While con-
ducting interviews, interviewers noted the dynamics 
among the people they met, their dealings with the 
institution’s clients, how services were delivered, and 
other more subjective parameters. These indicators 
were used to develop an understanding of the domi-
nant paradigm guiding the targeted institutions.

The secondary data review conducted in Kath-
mandu focused on assessing the mission statements, 
annual/financial reports, programme descriptions 
and organizational charts of the organizations con-
cerned. Much attention was given to strategy, policy, 
planning and budget documents; reform proposals 
and progress reports; institutional appraisals; and 
relevant reports and communication materials from 
institutions such as universities, research institutes, 
donors and technical agencies. 

The scope and depth of the study are limited for 
several reasons. First, reliable secondary information 
on agricultural trade, markets and marketing is not 
readily available in Nepal, which reduces the ability to 
report comprehensively on the national agribusiness 
system. Second, time restrictions led to difficulties 
in tracking down all the agencies involved in agri-
business development in Nepal, as such activities are 
also undertaken independently by various interna-
tional and national non-governmental organizations 
(NGOs) and bilateral and multilateral agencies.  

Chapter 1

Introduction
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1.4 ORgANIzATION OF ThE REPORT
The study has five sections. Section 1 presents back-
ground information on the purpose and methodol-
ogy of the study. Section 2 characterizes the insti-
tutional profile of agribusiness structures in Nepal. 
Section 3 describes the business model for service 
provision and assesses the scope of services provided 
against a set of 11 agribusiness service areas: appraisal 
of business models; value chain analysis, including 
benchmarking and chain coordination/facilitation; 
building of business and entrepreneurial skills; rein-

forcement of business and market linkages; support 
to collective action and alliance building; finance 
and investment appraisal and support; trade and 
marketing appraisal and support; agro-industry and 
processing appraisal and support; development of 
policy and strategy papers; lobbying and advocacy 
in the agribusiness sector; and sharing of knowledge 
and information pertaining to the agribusiness sec-
tor. Section 4 exposes priority areas for capacity 
building in these service areas, and section 5 presents 
key findings and final remarks.
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This section provides information on the organi-
zational model adopted by the MOAC of Nepal 
to support agribusiness development. It includes a 
detailed assessment of the institutional capacities and 
roles of APS – the main structure established for this 
purpose. It also presents the missions of field-level 
implementers within the MOAC and other agen-
cies involved in the advancement of agribusiness, 
including interministerial committees. The section 
describes the main drivers behind the organizational 
changes and the institutional environment in which 
these agribusiness institutions are embedded.

2.1 ThE COMPlEx ORgANIzATIONAl 
sETTINg OF AgRIBusINEss 
INsTITuTIONs IN NEPAl

The organizational model for agribusiness devel-
opment developed by the Government of Nepal 
is a complex system composed of three layers: an 
agribusiness unit, field-level implementers, and two 
interministerial committees in charge of coordinat-
ing agribusiness matters.  

The first layer is APS. Created in 2000/2001 as 
an apex body within the MOAC, APS is responsi-
ble for formulating policies and coordinating plans 
and programmes for agribusiness and high-value 
crops. As this unit does not have implementing 
staff, agribusiness activities are implemented at the 
regional and district levels by the four production-
oriented departments of the MOAC and their line 
agencies in the regions and districts. ABP&MDD, 
which is under the Department of Agriculture 
(DOA), is the core agency for implementing agri-
business activities. The third layer is constituted 
by the High-Level Committee for Agribusiness 
Promotion, set up in 2000, and the Committee for 
Agribusiness Policy Promotion, Implementation, 
Monitoring and Coordination, established in 2010, 
which are responsible for coordinating agribusi-
ness policy and programmes at the interministerial 
level. The MOAC’s Agribusiness Promotion and 
Statistics Division (APSD) serves as the Secretariat 
of these committees. There is a clear division of 
labour between the committees and APS, at least 
on paper: the committees provide guidelines while 
APS develops plans and programmes, including the 

national Agribusiness Promotion Programme and 
the Commodity-Based Development Programme 
for high-value products such as dairy products, 
cardamom, livestock, fruits and vegetables.

To understand this three-layer organizational 
setting it is useful to take a closer look at the organi-
zational chart of the MOAC (Figure 1), which is the 
central government body for agriculture, coopera-
tive development and related fields in Nepal. The 
MOAC’s vision is to improve the living standards 
of people through sustainable agricultural growth 
by transforming the subsistence farming system to 
a more competitive and commercialized one. 

The MOAC resembles an organizational puz-
zle consisting of five divisions, two centres, one 
research and development council, four depart-
ments, four projects and autonomous bodies, one 
research council, four corporations and a few devel-
opment committees and boards.

The MOAC is led by the Minister, with the 
Secretary as administrative head and chief adviser 
to the Minister on policy, planning and adminis-
tration. The MOAC has two main levels. The first 
level is composed of five headquarters divisions 
that provide central support services (e.g., planning, 
monitoring and evaluation and administration) and 
deal with issues that cut across subsectors: APSD, 
to which APS belongs; Planning; Monitoring and 
Evaluation; Gender Equity and Environment; and 
Administration. APSD has three sections: 

 � APS launches and implements activities and 
programmes related to agricultural commer-
cialization and agribusiness development. This 
study focuses on APS within APSD.

 � The Statistics and Data Management Section 
is responsible for agricultural data and infor-
mation collection, editing, refinement, evalua-
tion, projection and publication, and statistics 
and data management. 

 � The Geographic Information System (GIS) 
Section leads the development of agriculture-
related GIS databases.

The second level of the MOAC consists of four 
departments responsible for field-level service 
delivery and development in specific subsectors: 

Chapter 2
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DOA, which includes crops and fisheries; the 
Department of Livestock Services (DOLS); the 
Department of Food Technology and Quality 
Control (DFTQC); and the Department of Coop-
eratives (DOC). These departments perform line 
functions and are, in essence, the implementation 
arms of the MOAC responsible for implementing 
the agribusiness promotion and commodity-based 
development programmes developed by APS. The 
departments have central- and field-level staff for 
delivering development services to farmers at the 
grassroots. ABP&MDD under the DOA is also 
important to this study.

While APS coordinates and establishes function-
al linkages with implementing institutions within 
the MOAC, the two agribusiness committees are 
responsible for interministerial coordination on 
agribusiness matters. The role and composition of 
both committees are explained in section 2.3.

2.2 DRIvERs OF  
ORgANIzATIONAl ChANgE

In the 1990s, the Government of Nepal embarked 
on a reform strategy aimed at moving towards a 

more market-oriented economy, by promoting 
competitive farm enterprises and recognizing the 
important role of the private sector in agribusiness 
development. Agricultural growth and agribusiness 
promotion are considered key to poverty reduc-
tion, and plans have been put in place to support 
the government’s long-term vision and strategy for 
addressing these issues. In the early 2000s, Nepal 
embarked on an organizational reform process 
to promote agribusiness and enhance agricul-
tural development and economic growth. APSD 
and APS were established in 2000 to integrate 
agricultural marketing and agribusiness into all 
MOAC efforts to raise production and provide 
strong forwards and backwards linkages. MOAC 
departments were realigned to address enterprise 
diversification, commercialization and agribusiness 
promotion at the field level; and the two intermin-
isterial committees for coordinating agribusiness 
promotion were established.  

However, the proposed reform process has 
not been fully implemented, partly because of the 
excessive number of reforms involved. Frequent 
organizational restructuring, with the correspond-

FIGURE 1
MOAC organizational structure  
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ing high turnover of staff and a piecemeal and 
fragmentary approach to organization building, 
seems to have been become the norm. As reported 
by FAO and the United Nations Development 
Programme (FAO and UNDP, 2003), in 1991 the 
government reorganized the Ministry of Agricul-
ture and its agencies, merging three departments 
– DOA, the Department of Food and Agricultural 
Marketing Services and DOLS – with the Cen-
tral Food Research Laboratory (CFRL) to form 
the Department of Agricultural Development 
(DOAD). The merger affected both the central 
and decentralized levels, but in 1992/1993, DOAD 
was split into three entities again: DOA, DOLS and 
CFRL. Then, in mid-July 2000, various divisions of 
DOA and DOLS were restructured, given greater 
autonomy and made into separate departments, 
while DOC was added and CFRL was renamed. 
At the same time, APSD was established and given 
responsibility for agribusiness promotion and the 
Agribusiness Promotion Programme, which had 
previously been under the Planning Division. 

The government has a history of creating pub-
lic entities on paper, by passing laws that remain 
unimplemented, partly because they fail to address 
important aspects, and are allocated inadequate 
human and material resources (FAO, 2003). To 
remedy this problem, the government drafted the 
Agriculture Market Management Bill in 1996, but 
its approval is still pending. In the meantime, new 
laws are passed to fill the gaps left by the lack of 
enactment of previous laws, and new institutions 
are created or existing ones are reconstructed.

This apparently never-ending restructuring has 
failed to tackle the roots of the problem, as it has 
not addressed the rules that govern the functioning 
of units, or revised individual job descriptions. As a 
result, the objectives of the organizational changes 
have not been achieved, and the resulting frustra-
tion has provided the impetus for further restruc-
turing, which continues to leave the rules and job 
descriptions unchanged, thus creating a vicious 
cycle (FAO and UNDP, 2003).

2.3 INsTITuTIONAl PROFIlE
In this section, the three layers of agribusiness 
organizations previously mentioned, namely APS, 
the field-level implementers and the agribusiness 
inter-ministerial committees, are being discussed. 
Their missions and main functions are detailed.

The Agribusiness Promotion section
Agribusiness is at an early stage of development in 
Nepal; there are few large-scale and multinational 

firms, so public policies and programmes for agri-
business promotion relate chiefly to small-scale 
agribusiness. There are also very few suppliers of 
agricultural inputs (pesticides, fertilizers, etc.) and 
equipment, so these links of the value chain are 
not particularly relevant in Nepal.  

APS was created as an apex body to formulate 
policies and coordinate plans for agribusiness and 
high-value crops. It is headed by a Joint Secretary 
and is composed of  senior officers, officers and 
supporting staff. Its objectives are threefold:

 � to transmit information for agricultural plan-
ning, monitoring and evaluation; 

 � to coordinate and formulate policies for agri-
business and trade promotion; 

 � to operate as a focal point for agriculture sec-
tor programmes associated with the World 
Trade Organization (WTO), and as a national 
notification authority. 

According to the Agricultural Perspective Plan 
(APP), APS is responsible for creating an enabling 
environment and providing support for private 
sector-led agribusiness development. To fulfil this 
role, APS is entrusted with policy-making and coor-
dinating/leading functions related to development 
of the agribusiness sector in Nepal, including by: 

 � facilitating agribusiness promotion by formu-
lating policies to promote and preserve the 
interests of farmers, businesses and consum-
ers and providing continuous outreach and 
technical backstopping; 

 � providing ideas and suggestions to the govern-
ment for agribusiness and market promotion 
and for re-evaluating agriculture policies;

 � making recommendations on tax structures 
for agribusiness.

APS is also responsible for coordinating and organ-
izing programmes for stakeholders associated with 
agribusiness and the market promotion of Nepalese 
products, such as pashmina, cardamom, and high 
Himalayan tea and coffee. Its role in agribusiness 
and commodity programmes is to coordinate (and 
sometime directly implement): 

 � establishment and development of growth 
centres by designating production zones for 
the One Village, One Product Programme; 

 � promotion of small-scale industry, in coordi-
nation with the Ministry of Industry, Com-
merce and Supplies; 

 � provision of facilities and technology for 
credit, information, marketing, processing, 
irrigation, insurance, rural roads, electrifica-
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tion and mechanization, in coordination with 
the government, NGOs and the private sector; 

 � promotion of contract farming by linking 
farmers to traders and coordinating with agri-
cultural institutes to incorporate agribusiness 
areas into education curricula;

 � promotion of high-value crops by linking 
farmers to technical units for developing tech-
nical expertise, and to traders for marketing; 

 � establishment of a marketing network on the 
east–west and north–south road corridors; 

 � development of agricultural marketing infra-
structure through public–private partnerships 
(PPPs); 

 � establishment of a system for allocating a per-
centage of the tax collected by local govern-
ment to agribusiness development.

There is confusion over the role of APS.2 Although 
its mandate also includes providing ideas and sug-
gestions for agribusiness promotion and coor-
dinating and organizing programmes for market 
promotion, APS is often seen exclusively as a 
policy-maker. Several key informants reported that 
APS’s role should be restricted to policy-making, 
abandoning its implementation activities because of 
its limited staff and budget allocations. The inform-
ants added that these weaknesses seem also to have 
curbed APS’s facilitating and coordinating roles. 

On the other hand, the APS staff interviewed 
saw themselves as having a role in the implementa-
tion of agribusiness development activities, espe-
cially in coordination, monitoring and business 
promotion. It is worth noting that APS has weak 
technical capacity for policy-making, let alone for 
extending its role to other areas. There is urgent 
need to improve the technical capacity of APS.

Field-level agribusiness implementers  
and service providers
There are several agribusiness service providers 
within the MOAC, the main ones being DOA, 
DOLS, DFTQC and DOC and their line agen-
cies in regions and districts. Three of these depart-
ments are led by Directors-General reporting to 
the Secretary of Agriculture, while DOC is headed 
by a Registrar. Directorates under the departments 
are led by directors. Links between APSD and the 
departments and units are indirect, passing through 
the Secretary of the MOAC and the departments’ 

2 http://www.moacwto.gov.np/agribusiness.php

Directors-General. APSD therefore has no direct 
control over these departments and units, which 
are responsible for implementing their own pro-
grammes. However, APSD monitors and directs 
the activities of the departments, which work within 
the framework of policy guidelines provided by 
APS/APSD.  

The Department of Agriculture: DOA has the 
mandate to provide extension services relating to 
agricultural crops and fisheries. It has five regional 
agricultural directorates, 12 programme directorates 
based in Kathmandu, 75 district agricultural devel-
opment offices (DADOs) and agricultural service 
centres and sub-centres (ASCs/ASSCs). Other 
MOAC departments have a smaller presence at the 
district level. 

There is a DADO in each of the 75 districts 
of Nepal, with ASCs/ASSCs operating as DOA’s 
frontline service providers. Planning officers at the 
district level are responsible for providing agribusi-
ness promotion and marketing services. They ana-
lyse and disseminate information on the production 
costs and productivity of crops, but often have only 
limited agribusiness and marketing skills for pro-
viding the services that farmers need; in addition, 
agribusiness and marketing extension generally 
receives little budgetary support. 

ASCs/ASSCs are responsible for organizing 
farmers into commodity-based groups and provid-
ing them with agricultural training and extension 
services. ASCs/ASSCs are staffed with frontline 
extension workers (usually one or two junior tech-
nicians and assistant junior technicians). 

ABP&MDD of DOA is the lead agency pro-
viding field offices with technical backstopping in 
areas related to marketing and agribusiness promo-
tion. ABP&MDD has the main responsibility for 
implementing activities for agribusiness promotion 
and the marketing of agricultural products.

Following Nepal’s accession to WTO in April, 
2004, the Market Development Directorate (subse-
quently renamed ABP&MDD) was made responsi-
ble for promoting agribusiness and export agricul-
tural commodities on global markets.3  

In this context, although the mandate of APS is 
broad, its role has been limited to policy formula-
tion, with implementation being the responsibility 
of ABP&MDD. Figure 2 presents DOA’s function-
al structure, highlighting the role of ABP&MDD. 

3 http://www.agribiz.gov.np
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ABP&MDD implements three agribusiness pro-
motion and marketing development programmes: 
i) the Market Research and Statistics Management 
Programme; ii) the Agribusiness Promotion Pro-
gramme; and iii) the Agricultural Commodity 
Export Programme.

Major activities of the directorate include: 
 � market infrastructure development at appro-
priate locations, and capacity building on 
market operation and management;

 � collection and dissemination of agricultural 
market information;

 � agricultural market research and extension;
 � transfer of post-harvest technology; 
 � market management, including rules and 
directives;

 � formulation, implementation and monitoring 
of agricultural marketing programmes;

 � technical backstopping to the DADOs; 
 � identification and promotion of niche mar-
kets for Nepalese agroproducts, provision of 
advice on pricing policy for agricultural com-
modities, and other tasks arising from Nepal’s 
membership of WTO. 

The Department of Livestock Services: The Live-
stock Market Promotion Directorate, the equivalent 
of ABP&MDD for the livestock sector, has been 

established under DOLS to strengthen the market-
ing of livestock products. It provides assistance in 
establishing livestock markets at appropriate loca-
tions by providing technical and infrastructure sup-
port to private sector actors.  

The Department of Food Technology and Quality 
Control: DFTQC provides consultancy services 
to food industries and conducts training on food 
processing, packaging and post-harvest operations. 
The department takes the lead in creating consumer 
awareness, and serves as a watch-dog for the Con-
sumer Protection Act. In conducting these activities, 
DFTQC launches media campaigns using posters, 
pamphlets and books/booklets on food and nutrition. 

The Department of Cooperatives: DOC works to 
strengthen the agribusiness management and market-
ing capacities of cooperatives, dealing with such areas 
as savings and credit, dairy, fruits and vegetables, 
beekeeping, tea and coffee.  

Committees for agribusiness promotion
The High-Level Committee for Agribusiness Pro-
motion was formed in 2000 and is responsible for 
agribusiness policy formulation and coordination 
in Nepal. APSD serves as its Secretariat and is in 
charge of implementing its decisions.   

FIGURE 2
structure of DOA and ABP&MDD  
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The high-level committee is chaired by the Min-
ister of Agriculture and Cooperatives, with mem-
bers from various ministries related to agricultural 
commercialization and agribusiness development,  
including: i) the State and Assistant State Ministers; 
ii) the Secretaries of the MOAC, the Ministry of 
Finance, the Ministry of Industry, Commerce and 
Civil Supplies and the Ministry of Local Develop-
ment; iii) the Joint Chairperson of the National 
Cooperative Development Board; iv) the Presi-
dent of the Federation of Nepalese Chambers of 
Commerce and Industry (FNCCI); v) two emi-
nent agribusiness entrepreneurs nominated by the 
MOAC; and vi) the head of APSD, who functions 
as Secretary. The high-level committee shares the 
same objectives as APS. Its major activities include: 

 � facilitating agribusiness promotion; 
 � providing ideas and suggestions to the govern-
ment for agribusiness and market promotion, 
and coordinating the implementation of agri-
business and market promotion programmes 
by various entities;

 � formulating policies to support agricultural 
producers, agribusinesses and consumers;

 � developing and expanding the agricultural 
information system; 

 � monitoring data collection on the production, 
exports and processing of high-value crops to 
improve decision-making and policy formulation; 

 � re-evaluating agriculture policies and orga-
nizing programmes in coordination with the 
associates of WTO. 

Although this cross-ministerial group was estab-
lished to play a key role in the development of agri-
business in Nepal, its functioning and effectiveness 
have been weak. Its members are high-profile indi-
viduals, which makes it difficult to arrange meet-
ings; the few meetings it holds tend to be formalities 
rather than a mechanism for providing high-level 
support for agribusiness development.  

Because of this challenge, another cross-ministeri-
al committee was established in 2010 at a lower, more 
operational level. The Committee for Agribusiness 
Policy Promotion, Implementation, Monitoring and 
Coordination is tasked with monitoring and coordi-
nating activities related to agribusiness at the central 
level, and answers to the high-level committee. 

The new committee is composed of senior officers 
from entities that are involved in agribusiness devel-
opment, such as the Ministry of Industry, the Minis-
try of Local Development, the Ministry of Finance, 
the Ministry of Land Reform and Management, the 
Ministry of Water Resources, the Ministry of For-

est and Soil Conservation, the Nepal Agricultural 
Research Council, the four MOAC departments, 
the Agro Enterprise Centre (AEC), FNCCI, and 
the National Cooperative Development Board. The 
Chief of APS is the committee’s Secretary. Members 
are expected to serve as liaisons between MOAC and 
the agencies they represent, facilitating the resolu-
tion of agribusiness development issues within these 
agencies. There are provisions for field monitoring 
and visits by committee members when needed. 
APS is expected to lead the committee’s efforts to 
oversee development of the agribusiness sector and 
recommend appropriate policy guidelines. However, 
review of the MOAC structure indicates that APS is 
currently too weak to lead the committee.

2.4 INsTITuTIONAl ENvIRONMENT
Policy and socio-economic environment 
Although agribusiness opportunities are emerging 
and some headway has been made, there is still a 
long way to go to develop agribusiness in Nepal. 
While the concepts of agribusiness and farm com-
mercialization dominate government policy, the 
impact on the economy has been less than expected, 
mainly because of the constraints facing the agri-
business sector. These constraints occur throughout 
the value chains, from input supply to processing 
and exports, leading to low productivity and value 
addition. For export products, international markets 
are demanding increasingly high product quality, 
and until Nepal’s agribusiness products comply 
with these standards, they will not be able to enter 
international markets and compete effectively. The 
government’s decision-making processes and facili-
tation capacity for agribusiness are weak, and the 
environment for private sector development is not 
conducive to creating a dynamic, competitive and 
internationally compliant agribusiness sector. 

In recent years, there has been a policy shift, 
with agribusiness development gaining importance 
and a growing focus on agricultural marketing. 
Although the Constitution of 2007 failed to rec-
ognize the importance of the agribusiness sector, 
which it does not even mention, there are many 
other policy documents related to agribusiness, 
including the following.

The Agricultural Perspective Plan (APP) (Devel-
opment Group, 2005) of 1995 contains the govern-
ment’s long-term vision and strategy for develop-
ment and growth of Nepal’s agriculture sector. APP 
sets the development framework for farm com-
mercialization and agribusiness development, and 
recommended the establishment of APS. The plan 
emphasizes the realignment of investment towards 
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selected priority inputs and outputs by emphasizing 
diversification based on geographic location and the 
commercialization of agricultural products. Such 
investments are expected not only to increase farm 
incomes, bringing direct benefits to the farming 
community, but also to generate strong multiplier 
effects on the growth of outputs and employment in 
non-farm sectors. The approach involves generating 
development that is led and driven by the private 
sector, with the government’s role being to facilitate 
the creation of an enabling environment and to pro-
vide extension service support. 

The National Agriculture Policy (NAP) (MOAC, 
2004), approved in 2004, seeks to transform 
subsistence-based agriculture into a commercial, 
competitive system. NAP emphasizes participa-
tory and competitive involvement of the private 
and non-governmental sectors, and collaboration 
with international research and technology transfer 
organizations. The policy allows government farms 
and agricultural stations to adopt a double-track 
approach in which they can carry out commercial 
activities without compromising their regular pro-
grammes. Provision is made for formulating and 
implementing a separate policy for agro-industry, 
with a view to bolstering the interrelationships 
across agricultural research, production, agropro-
cessing, and internal and external trade, as well as 
attracting foreign investment in such activities. 

The Agribusiness Promotion Policy (ABPP) of 
2006 (MOAC, 2006) seeks to support market-
oriented and competitive agricultural production. 
Salient features include: i) the development of human 
resources and capacity in marketing and agribusi-
ness; ii) the establishment and management of mar-
ket and processing infrastructure and facilities; iii) 
domestic and export market intelligence services; and 
iv) the provision of fiscal incentives. Under ABPP, 
agricultural marketing is considered an integral com-
ponent of efforts to raise production and provide 
strong forwards and backwards linkages. 

Policy reforms and periodic development plans 
are also essential to understanding the current state 
of agribusiness in Nepal. Policy reform towards 
trade liberalization and privatization has been 
spurred by Nepal’s accession to WTO in 2004. 
Reforms have led to the removal or relaxation of 
restrictions and interventions such as licences, per-
mits, quotas and tariff barriers. While the goal of 
these policy reforms has been the full liberalization 
and privatization of the economy, agribusiness in 
Nepal is challenged by low competitiveness. The 
Eighth Plan (2002–2006) stressed decentralized 
governance as a policy priority, with widening 

devolution of powers to local governments, along 
with supporting mechanisms and increased roles 
for the private sector and civil society. The Ninth 
Plan (2007–2011) included a special provision for a 
50 percent subsidy on the capital expenditures of 
farmers’ cooperatives on machinery and equipment 
for processing cardamom, tea, coffee, ginger, nuts 
and honey. The government has adopted a PPP 
approach, and continues to support agribusiness/
agricultural cooperatives.

In spite of these efforts, a clear-cut agribusi-
ness policy has not yet been formulated; at present 
there is much confusion regarding the concept and 
priorities of agribusiness development in Nepal 
(Development Group, 2005). A comprehensive 
and consolidated agricultural marketing act is also 
needed. This issue has been raised in several fora, 
and various draft bills have been prepared, but are 
awaiting enactment. 

Agribusiness stakeholders
The three layers of organizations with agribusiness-
related mandates work with a series of internal 
stakeholders within the MOAC. For instance, as 
well as ABP&MDD, DOA directorates involved 
in agribusiness development and agricultural com-
mercialization also include the Agricultural Exten-
sion Directorate, which supports ABP&MDD 
by providing grassroots extension services and 
assessing training needs; the Agricultural Training 
Directorate, which is DOA’s main arm for identi-
fying training needs and planning and conducting 
human resources development in agriculture; and 
the Post-Harvest Management Directorate, which 
develops national policy, strategy and programmes 
for the control of post-harvest losses, and provides 
services related to packaging practices and handling 
methods. The MOAC’s Agriculture Information 
and Communication Centre (AICC) is another key 
stakeholder, which provides information to farm-
ers, agricultural extension personnel, researchers, 
NGOs, input suppliers, market operators and other 
stakeholders through printed training and outreach 
materials, radio and television programmes, and 
online communications. AICC has an important 
role in agribusiness development through its excel-
lent capacities for developing audiovisual materials 
and publications, backed with sufficient technical 
resources. However, the unit should be reoriented 
to make agribusiness development and agribusi-
ness-related communications its core activities.

The Agro Enterprise Centre (AEC) is a very 
important stakeholder as the agricultural wing of 
FNCCI, an umbrella organization for the private sec-
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tor in Nepal. AEC was established in September 1991 
under a cooperative agreement between FNCCI and 
the United States Agency for International Develop-
ment (USAID). It has made valuable contributions 
to agribusiness development and promotion, includ-
ing implementation of the One Village, One Product 
Programme on behalf of the MOAC. Since October 
2002, AEC and FNCCI have refocused their mission 
and vision and are taking a greater role in representing 
the private sector in the development of agriculture 
and agribusiness in Nepal. Commodity associations 
affiliated to FNCCI and led by AEC: 

 � provide feedback on policy issues;
 � assist farmers and industry on food safety and 
quality maintenance;

 � play a role in waste management and disposal;
 � take a lead in maintaining transparency in 
price formulation, with a view to distributing 
equitable benefits to all stakeholders; 

 � identify stakeholders’ training needs and 
arrange training.

Other important support for agribusiness devel-
opment activities comes from donor assistance 
related to agricultural marketing and agribusiness 
development. Donor assistance has concentrated on 
infrastructure development, with limited technical 
advisory support. Relevant donors and activities 
include the following: 

 � The Commercial Agriculture Development 
Project (CADP) and the Community Live-
stock Development Project (CLDP), funded 
by the Asian Development Bank (ADB) and 
implemented by the MOAC since 2007, fund 
community-based market infrastructure and 
related investments to add value to agricul-
tural and livestock products respectively. 

 � The Project for Agriculture Commercializa-
tion and Trade (PACT, 2009–2015), funded 
by the World Bank and implemented by the 
MOAC, seeks to improve the competitiveness 
of smallholder farmers and the agribusiness 
sector in selected commodity value chains in 
25 districts of Nepal. 

 � USAID funds the Nepal Economic Agri-
culture and Trade Program, which aims to 
improve the foundations for rapid, sustained 
and inclusive economic growth. Interventions 
include improving the business environment 
for private sector-led growth. 

 � The Center for Environmental Agricultural 
Policy Research and Development conducts 
activities aimed at enhancing food security 
and value chains, including the creation and 
expansion of markets.

 � The International Fund for Agricultural 
Development (IFAD) funds the High-Value 
Agriculture Project in Hill and Mountain 
Areas (2010–2017) to help increase the 
incomes of remote communities by respond-
ing to the private sector’s demand for 18 high-
value crops, including vegetables, fruits, non-
wood forest products, medicinal and aromatic 
plants, and livestock. 

2.5 INsTITuTIONAl CAPACITy
Financial resources 
The total budget of the Government of Nepal for fis-
cal year 2009/2010 was approximately US$3 218 mil-
lion, of which the allocation to agriculture was about 
US$85 million – 2.65 percent, versus 4.99 percent in 
2008/2009 (Table 1). In 2010/2011, this allocation 
rose to an estimated US$130 million. For 2011/2012, 
the National Planning Commission, the apex policy-
making body of the government, set the MOAC’s 
budget ceiling at US$151 million, with a clear focus 
on expediting the commercialization of agriculture.

As agribusiness development in Nepal involves 
many different agencies, the financial resources 
allocated to it are subdivided into small fragments, 
and interventions have not been at sufficient scale 
to produce visible results. It is therefore difficult to 
obtain disaggregated figures for all the institutions 
involved in agribusiness. However, the two leading 
agencies with an agribusiness mandate have very 
small budgets. 

ABP&MDD has an annual total budget alloca-
tion of about US$200 000, a mere 2.35 percent of 

TABLE 1
MOAC budget allocation, 2009/2010 (united states dollars) 

General administration 2 144 815

Economic services 80 531 782

Irrigation 2 609 506

Total 85 286 103

Source: Ministry of Finance. 
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the MOAC’s total budget. The directorate’s annual 
programme is based on this budget allocation and 
reflects a lack of long-term vision. The budget is 
clearly insufficient to cover all the activities required 
for agribusiness promotion, so ABP&MDD has to be 
very selective in implementing activities. However, 
additional resources from donor-funded projects 
are often available, which ABP&MDD uses to sup-
plement ongoing agribusiness development efforts, 
while ensuring that activities are in line with NAP 
and ABPP and facilitating PPPs with cooperatives 
and other private sector actors. 

As a comparatively small unit, APS does not have 
a separate budget line; its expenditures are covered by 
the general budget available to the MOAC. During 
discussions with APS officials, it was revealed that 
the shortage of budget resources means that the unit 
has to limit its functions to policy formulation. APS 
also makes use of extra-budgetary funds, especially 
for the implementation of studies, seminars and 
workshops. For example, APS recently conducted 
a study on the status of agribusiness development 
in Nepal, with financial and technical support from 
the Japanese International Cooperation Agency, 
and presented the findings at a meeting. APS staff 
interviewed mentioned that policy research and value 
chain analysis for some important crops had not be 
carried out because APS and other MOAC agencies 
lacked the necessary resources. It was reported that 
the Nepal Agriculture Research Council and relevant 

departments sometimes conducted such research, 
but did not always communicate their findings to 
APS and other MOAC units. Some value chain stud-
ies have been carried out through multilateral and 
bilateral funded projects, such as the ADB-financed 
CADP and CLDP, or PACT, funded by the World 
Bank. According to key informants, the average qual-
ity of the studies was low, and serious concerns were 
raised regarding the technical capacity available in 
the country to perform such studies.

human resources 
APS is very understaffed, with only four staff 
members (a senior agricultural economist, an agri-
cultural economist and two support assistants) 
headed by a Joint Secretary, who is also respon-
sible for two other sections – Data Management 
and Statistics, and GIS. It is therefore likely that 
the Joint Secretary has insufficient time to devote 
to APS activities. 

ABP&MDD has 51 filled positions and ten 
vacancies (Table 2). Gazetted officers need a Bach-
elor’s degree on a related subject, non-gazetted 
class I officers require two years of college educa-
tion and non-gazetted class II staff require high 
school education.

Major concerns regarding human resources with-
in ABP&MDD relate to staff vacancies, especially 
for technical positions, of which only 25 of 34 are 
filled. Unfilled technical positions seriously hamper 

TABLE 2 
ABP&MDD staff 

Position Positions available Positions filled Positions vacant

Gazetted class I, technical 
equivalent to Joint Secretary 3 1 2 University graduate 

Gazetted class II, technical 7 4 3 University graduate 

Gazetted class III, technical 10 8 2 University graduate

Non-gazetted class I, technical 9 8 1 2 years of college

Non-gazetted class II, technical 5 4 1 High school 

Non-gazetted class I, administrative 2 2 2 years of college

Non-gazetted class II, administrative 4 4 High school

Non-gazetted class I, accounts 2 2 2 years of college

Non-gazetted class II, accounts 2 2 High school

Typist 4 4 High school

Driver 3 3 Literate

Peon/guard 10 9 1 Literate

Total 61 51 10

Source: ABP&MDD.
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the delivery of services. The situation is particularly 
challenging for district-level implementation, as 
there are only a planning officer and an assistant to 
conduct agribusiness promotion activities. 

strategic leadership and governance 
In interviews, the senior management of APS 
mentioned that the MOAC favours a participa-
tory management style. APS’s direct access to 
the Minister and the Secretary of Agriculture and 
Cooperatives has resulted in good support to its 
activities and programmes. However, as noted in 
subsection 2.3, APS’s activities are confined to 
periodic reviews and the planning of conferences 
when sufficient funds are available, with little 
direct implementation work. 

Government staff involved in agribusiness 
development are fully committed to performing 
their roles and have full government policy sup-
port at the central level, but limited resources. 
National and international NGOs and multilateral 
and bilateral agencies use various service provision 
modalities and they are not obliged to provide 
APS with feedback or information regarding their 
activities. There is therefore a perceived need to 
develop APS into an independent centre under an 
agency such as AICC, which would enable it to 
supervise and establish direct linkages with field-
level MOAC units. 

Other core resources 
Agribusiness projects funded by development banks 
play a central role in Nepal. Since 2005, the country 
has implemented three agribusiness development 
projects – CADP, CLDP and PACT – with overall 
project costs amounting to US$80 million financed 
by the World Bank and ADB. Although the MOAC 
is the executing agency for these projects, APS has 
almost no involvement in them and neither APS 
nor ABP&MDD is represented on project steering 
committees. The MOAC is represented by its Joint 
Secretary, with regional directors of agriculture rep-
resenting DOA in the regions. 

For CADP, the Commercial Agriculture Alliance 
(a not-for-profit-sharing private–public association) 
implements the component on commercial agricul-
ture investment and management, and DOA imple-
ments the other components – inclusive development 
of stakeholders, market information dissemination, 
capacity enhancement for project partners, and 
project implementation support. The Joint Sec-
retary of APS participates in the project steering 
committee. CLDP was executed by DOLS and the 
Rural Microfinance Development Centre (the apex 
organization for microfinance in Nepal). PACT is 
being implemented by a national project steering 
committee composed of senior representatives of the 
MOAC and other stakeholder ministries, agencies 
and institutions, and representatives of civil society.
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The functions of APSD/APS are policy-making, 
capacity building and interinstitutional coordi-
nation. In addition, it serves as Secretariat of the 
cross-ministerial High-Level Committee for Agri-
business Promotion. However, it does not have an 
organizational structure for implementation at the 
subnational or local level. ABP&MDD, the second 
lead agribusiness agency under DOA, provides 
technical backstopping to field offices, but it too 
relies on other DOA structure for programme 
implementation. This section of the report provides:

 � a description of the services (from the list of ser-
vice areas in subsection 1.4) provided by these 
organizations at the headquarters and field levels; 

 � an analytical assessment of whether the existing 
three-layer structure provides a well-defined set 
of services that are consistent with its predefined 
functions and the sector/country strategy; 

 � an assessment of whether existing service pro-
vision complements the efforts of other insti-
tutions in agribusiness development in Nepal. 

3.1 sERvICEs PROvIDED 
The following services are provided by the core 
agribusiness agencies in Nepal:

 � Building of business and entrepreneurial skills: 
This is a regular activity of APSD/APS at the 
central level, and of DOA and DOLS at the 
field level. District and subdistrict agricultural 
service centres develop the agribusiness skills 
of farmers and other value chain actors using 
traditional tools such as regular agricultural 
extension within the framework of the policy 
guidelines of the MOAC and the implementa-
tion strategies of DOA and DOLS. There is 
need to enhance this activity by introducing a 
stronger agribusiness focus to the agricultural 
extension programme and training extension 
staff in agribusiness development. 

 � Reinforcement of business and market linkag-
es: Within the framework set by APSD/APS, 
DOA and DOLS have adopted the strategy 
of forming production and marketing groups, 
which are linked to buyers identified by the 

departments. The departments’ extension 
officials are in constant contact with farmers 
and market operators/traders, and disseminate 
price information from various markets.

 � Support to collective action and alliance build-
ing: When the producer groups formed by 
DOA/DOLS have developed sufficient busi-
ness capacity, DOC registers them as coopera-
tives. APS/APSD is responsible for coordina-
tion at the central level and providing policy 
guidelines for alliance building. 

 � Agro-industry and processing appraisal and 
support: On a cost basis, DFTQC provides 
agro-enterprises with consultancy services 
and technology, production licences and cer-
tification of fitness for human consumption. 
DFTQC implements its agribusiness activities 
under the directives issued by APS/APSD, 
which supports the functions of DFTQC by 
issuing relevant policies and directives.

 � Development of policy and strategy papers: This is 
a regular activity of APSD, albeit limited in scope.

 � Sharing of knowledge and information pertaining 
to the agribusiness sector: This is a regular function 
of APS, AICC and other MOAC departments.   

The services provided by APS, ABP&MDD and 
other MOAC structure are summarized in Table 
3, which classifies the services according to actual 
delivery, rather than the delivery anticipated in 
APP and other policies. It should be noted that 
most of these services are fairly new to APS and 
ABP&MDD, reflecting the changes brought about 
by the new management. 

AEC is the most influential private sector 
organization in Nepal. It is involved in most of the 
service areas listed above, but is particularly impor-
tant in lobbying and advocacy. 

3.2 ClIENT ChARACTERIsTICs
In Nepal’s bureaucratic context, agribusiness is 
highly segmented with fragmented mandates and 
responsibilities. The dividing lines between the 
mandates of different institutions are often vague 
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and arbitrary. For example, through APS, DOA is 
responsible for developing and promoting agribusi-
ness products in their raw form, while DFTQC is 
responsible for manufactured/processed products. 
This results in a lack of clarity regarding the clients 
and beneficiaries of these institutions.

The major clients of APS and ABP&MDD are 
agribusiness operators, who may be individuals or 
groups. APS, ABP&MDD and DFTQC have no 
records of the total number of agribusinesses engaged 
in processing because these units are registered with 
the Department of Industry and Commerce. During 
field interviews, it was noted that many farmers are 
engaged in the processing chain but have only limited 
involvement in the marketing chain for processed 
products. Most farmers are engaged in agriculture 
for only four or five months a year; in the remaining 
months they are involved in cottage industries, most 
of which are classified as small-scale according to the 
Industrial Policy of 1992.4 However, the information 

4 Industries in Nepal are classified on the basis of capitaliza-
tion: small-scale industries have investment capital of up to 
Nr 10 million; medium-scale industries have fixed capital 
of Nr 10–50 million; and large-scale industries have fixed 
capital of more than Nr 50 million. (US$1= Nr 78.35)

provided by the various agencies seems to be useful 
for small and medium agro-enterprises (SMAEs), 
but has limited value for the microenterprises that 
dominate agribusiness in Nepal. The dividing of 
producers according to whether they produce raw 
or manufactured products leads to overlapping and 
competing functions between DOA and DFTQC, 
and gaps in service provision. A characterization of 
agribusiness service clients is presented in Table 4.  

3.3 PROgRAMMEs AND INsTRuMENTs 
FOR AgRIBusINEss sERvICEs 

Instruments and programmes applied in Nepal for 
implementing agribusiness development and pro-
viding services are presented in Table 5. 

ABP&MDD implements the Agribusiness 
Promotion and Market Access and Development 
Programme, which links producers and buyers 
through consultative meetings, direct dissemina-
tion of promotional materials and technical back-
stopping for agencies providing field assistance. 
ABP&MDD also leads the Market Information 
Service, responsible for the maintenance, updat-
ing and dissemination of agricultural information. 
ABP&MMD has three functional programmes/
wings: the Market Research and Statistics Manage-
ment Programme; the Agribusiness Promotion 

TABLE 3 
services provided by MOAC agencies and departments

service area service providers Core secondary

1. Appraisal of business models Not offered

2. Value chain analysis Not offered

3. Building of business and entrepreneurial skills APS/APSD

DOA/DOLS

APS/APSD

DOA/DOLS

4. Reinforcement of business and market linkages APS/APSD

DOA/DOLS

APS/APSD

DOA/DOLS

5. Support to collective action and alliance building APS/APSD

DOA/DOLS

APS/APSD

DOA/DOLS

6. Financial and investment appraisal and support Not offered

7. Trade and marketing appraisal and support Not offered

8. Agro-industry and processing appraisal and support APS/APSD

DFTQC

APS/APSD

DFTQC

9. Development of  policy and strategy papers APS/APSD

MoAC

APS/APSD

MoAC

10. Lobbying and advocacy in the agribusiness sector Not offered

11. Sharing of knowledge and information pertaining  
to the agribusiness sector

APS/APSD

AICC

APS/APSD

AICC

Source: Author’s elaboration using study findings.
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TABLE 4 
Clients, services and capacities for agribusiness promotion 

Clients
(size, position in the value  
chain, etc.)

services demanded  
(numbers refer to the list below)

Capacity of agribusiness department/
division to meet client needs

Poultry Traders’ Association 
(commercial and large)

2, 7, 8 

Advice on policy incentives for the poultry 
sector

APSD weak in providing services 2, 7 
and 8, and needs capacity building/
training 

APSD is weak, so DOLS provides advice

SMAEs 2, 7, 11

Guidance on linking to international markets 
– packaging and meeting international 
standards and norms

Services 2, 7 and 11 available but staff 
need enhanced technical capacity 

APSD is weak, so DOLS provides some 
guidance on international markets

Small vegetable producers  
and marketers

1, 2, 3, 7, 11

Advice on policy incentives for the  
vegetable sector

Advice on post-harvest management  
and packaging

No capacity for services 1 and 2 

DOA weak in providing services 3, 7 
and 11, and needs capacity building/ 
training 

APSD is weak, so DOLS provides some 
advice on policy incentives, etc.

Small and medium  
agroprocessing enterprises 

2, 7, 11

Advice on quality improvement, 
international markets and the prices  
in destination markets

Services 2, 7 and 11 available but need 
enhancement

APSD is weak, so DoA provides advice 
on quality improvement, etc.

1 = appraisal of business models; 2 = value chain analysis; 3 = building of business and entrepreneurial skills; 4 = reinforcement of business 
and market linkages; 5 = support to collective action and alliance building; 6 = finance and investment appraisal and support; 7 = trade and 
marketing appraisal and support; 8 = agro-industry and processing appraisal and support; 9 = development of policy and strategy papers; 
10 = lobbying and advocacy in the agribusiness sector; and 11 = sharing of knowledge and information pertaining to the agribusiness sector.

Source: Author’s elaboration using study findings.

TABLE 5 
Programmes and instruments for the MOAC’s provision of agribusiness services 

service area Programmes Instruments

1. Appraisal of business models Not offered –

2. Value chain analysis As part of World Bank- and ADB-funded projects – 

3. Building of business and 
entrepreneurial skills

SMAE development, formation of specialized 
marketing groups

Business incubators

4. Reinforcement of business 
and market linkages

Development of marketing cooperatives Building alliances of like-minded  
traders/farmers

5. Support to collective action 
and alliance building

Provision of venues for meetings and discussions Building of commodity associations

6. Financial and investment 
appraisal and support

Not offered –

7. Trade and marketing 
appraisal and support

Technology R&D Creation of a central forum for exchange 
of ideas on improvements and replication 

8. Agro-industry and 
processing appraisal  
and support

Technology R&D Creation of a central forum for exchange 
of ideas on improvements and replication 

9. Development of  policy  
and strategy papers

Policy research Integration of findings into national policy 
framework and legislative measures 

10. Lobbying and advocacy  
in the agribusiness sector

Not offered –

11. Sharing of knowledge and 
information pertaining to 
the agribusiness sector

Regular seminars to acquaint stakeholders  
with advancements in agribusiness

Preparation of reports, publications and 
audiovisual materials for wide circulation 
and mass communication 

Source: Author’s elaboration using study findings.



Public sector support for inclusive agribusiness development – An appraisal of institutional models in Nepal16

Programme; and the Agricultural Commodity 
Export Promotion Programme.5 

SThe following describes the programmes and 
instruments of APS/APSD and other MOAC depart-
ments and their effectiveness:

 � Value chain analysis: The MOAC provides 
these services through projects funded by 
development banks – PACT (World Bank) 
and CADP and CLDP (ADB) – but only 
project affiliates use the studies conducted. 

 � Building of business and entrepreneurial skills: 
MOAC’s extensive support through agricul-
tural extension services is found very useful.

 � Reinforcement of business and market link-
ages: MOAC’s provision of these services 
through agricultural extension services is 
highly appreciated. This function also involves 
the development of market infrastructure, 
which is managed by producer groups created 
by ABP&MDD under market management 
projects. Once a market has been built, the 
role of MOAC field staff is limited to linking 
farmers to traders, monitoring and providing 
technical backstopping on request. 

 � Support to collective action and alliance build-
ing: These activities are initiated by field-level 
MOAC staff through the formation of farm-
ers’ groups for self-help and knowledge shar-
ing. To enhance their activities, some groups 
have created national-level commodity asso-
ciations, including for apiculture, floriculture, 
poultry farmers, seed growers, tea and coffee 
growers, and fresh fruit and vegetable traders. 

 � Trade and marketing appraisal and support: 
Limited services are offered in this area, and 
few relevant publications are available. Howev-
er, the commodity associations linked to AEC 
provide in-house support to their members.

 � Agro-industry and processing appraisal and 
support: DFTQC provides these services, 
which are found very effective. They include 
developing instruments for safeguarding and 
protecting the health of consumers by ensur-
ing the availability of safe and nutritious food. 
DFTQC is also responsible for developing 
and implementing regulatory frameworks 
and regulations, such as the Food Act. This 
function is conducted jointly by food inspec-
tors operating under DFTQC and district 
administrations. DFTQC is also responsible 

5 More information from http://www.agribiz.gov.np 
(accessed 18 June 2013).

for promoting food businesses by develop-
ing appropriate food processing technology 
through research and development (R&D), 
disseminating the outcomes for the devel-
opment of food processing enterprises. It 
promotes the population’s nutrition status 
through the development of food-based nutri-
tion approaches.6 

 � Development of policies and strategies related 
to agribusiness: APSD and the MOAC’s Plan-
ning Division and Monitoring and Evaluation 
Division carry out policy research, producing 
policies and strategy papers based on their 
findings. These documents include NAP, 
ABPP and its implementation orders, food 
control and quarantine acts, and the export 
promotion policy and guidelines. These poli-
cies are regularly revisited to bring them up 
to date. A supportive policy environment 
focusing on capacity development is cru-
cial to successful agribusiness development. 
It is essential to have a comprehensive and 
coherent national guiding policy and a long-
term strategy for developing a dynamic and 
competitive agribusiness sector. The policy 
framework should be assessed at the central, 
regional and district levels to ensure that poli-
cies and strategies are implemented effectively.

 � Sharing of knowledge and information pertain-
ing to the agribusiness sector: MOAC and allied 
agencies use various information sharing tools, 
including workshops, seminars, publications 
and mass media. Specialized radio and national 
television programmes are particularly effec-
tive for the wider dissemination of informa-
tion. Emerging private-sector mass media 
(radio and television) broadcast a programme 
with agribusiness content provided by AICC. 

3.4 AssEssMENT OF CAPACITIEs  
FOR sERvICE DElIvERy

The matrix found below (Table 6) attempts to 
analyze the existing capacities related to the spe-
cific services offered (including staff allocation and 
relative importance of budget and staff allocation). 
Those non offered are left blank. 

Feasibility studies of various agribusiness 
enterprises and appraisals of business models are 
supposed to be major functions of the Agribusi-

6 http://www.dftqc.gov.np/index.php?option=com_cont
ent&view=article&id=46:welcome&catid=1:latest-news 
(accessed 18 June 2013).



Chapter 3 – Appraisal of the business model for service provision 17

ness Group led by APSD/APS, but they are not 
currently being addressed. This problem is the 
result of a lack of capacity, limited staff availability 
and budgetary constraints. The MOAC does not 
provide value chain analysis services with its own 
resources and has no programme for implementing 
or disseminating them, although some staff seem to 
be knowledgeable about value chain analysis. 

MOAC officials have no or very little capacity 
for building business and entrepreneurship, and  
need training in these areas to provide appropriate 
services to stakeholders. The concept of enterprise 
development is discussed during meetings and 
seminars but is not disseminated to wider groups 
of farmers. 

Reinforcing business and market linkages should 
be a routine activity but is limited to policy pro-
nouncements and consultations; APS has very limited 
capacity in this area. Support to collective action and 

alliance building has also remained weak, and there 
is a lack of cooperation and coordination among the 
various agencies involved in agribusiness promotion. 
APS has significant experience and capacity in this 
aspect, at both the regional and national levels, but 
budgetary constraints limit its effectiveness. 

APS provides some independent trade and mar-
keting appraisal and support, but needs to collabo-
rate more closely with other agencies such as the 
Department of Industry and Commerce. Capacity 
for agro-industry and processing appraisal and 
support is available at DFTQC, but the segmenta-
tion and fragmentation of agribusiness functions 
in Nepal has constrained effective implementation. 

A core area of work for APS is policy analysis 
and strategic planning related to agribusiness, based 
on technical inputs provided by DOA and DOLS. 
However, APS’s capacities to guide the sector’s 
development need to be improved. The agribusi-

TABLE 6 
Capacities in agribusiness service areas 

service area human resources
(estimated number  
of staff allocated)

Relative importance 
in terms of budget 

allocated*

Capacity**
level (1–4)

1. Appraisal of business models – – –

2. Value chain analysis – – –

3. Building of business and 
entrepreneurial skills

2 staff 

APS/APSD, Engages experts as 
needed for conducting training 
etc

4 2

4. Reinforcement of business 
and market linkages

4 staff

ABP&MDD
8 3

5. Support to collective action 
and alliance building

4 staff

ABP&MDD
6 3

6. Financial and investment 
appraisal and support – – –

7. Trade and marketing 
appraisal and support

10 staff

ABP&MDD
5 1

8. Agro-industry and 
processing appraisal  
and support

DFTQC 9 2

9. Development of  policy  
and strategy papers

3 staff

APSD

2 3

10. Lobbying and advocacy  
in the agribusiness sector – –

11. Sharing of knowledge and 
information pertaining to 
the agribusiness sector

5 2

* 1 = highest budget allocation; 9 = lowest budget allocation.

** 1 = none; 2 = basic; 3 = moderate; and 4 = advanced.

Source: Author’s elaboration using study findings.
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ness lobbying and advocacy capacity of APS also 
needs enhancement.

APS takes the lead in the sharing of knowledge 
and information about agribusiness by initiating 
consultations, conferences, fairs and exhibitions. 
However these activities have been limited to iso-
lated events with no significant impact, and need to 
be expanded to reach a critical mass. 

Table 6 presents an analysis of existing capac-
ity related to the different service areas, in terms of 
human and financial resources. 

3.5 sWOT ANAlysIs OF 
INsTITuTIONAl CAPACITy

Agribusiness development in Nepal is constrained 
by the weak technical capacity of agricultural staff 
and the scarcity of funds for activities. There is a gen-
eral need for building the capacity of public service 
providers, especially at the local level, to improve 
the quality and accessibility of agribusiness services.  

An analysis of the strengths, weaknesses, oppor-
tunities and threats (SWOT) of public providers of 
agribusiness services in Nepal was carried out dur-
ing the study. The findings in relation to APSD/
APS as a service provider are presented in Table 7. 

The key strength of APSD/APS lies in its well-
designed structure and its legal foundation, as its 
setting and functions are clearly established by 
regulations and policies. Conversely, its weaknesses 
are also largely institutional in nature, including – 
but not limited to – lack of long-term vision, fre-
quent policy changes and high political turnover 
disrupting the normal work flow; low coordina-
tion capacities; and a mandate that is too broad to 
be met by such a small unit.

This situation has led to relatively low organi-
zational performance, except in supporting some 
traditional activities such as fairs and exhibitions. 
Monitoring in APS is irregular, with simple inspec-
tion as its key activity because of limited budget 

TABLE 7
sWOT analysis of the agribusiness development capacity of APsD/APs  

strengths Weaknesses

1.  Policy-making for agribusiness promotion

2. Implementation and coordination of agribusiness 
development activities 

3. Protection of the interests of farmers involved 
in commercial agricultural production and 
agribusiness

4. Organization of workshops and seminars on 
agribusiness, and updating of stakeholders on new 
developments

5. Role as Secretariat to the ministerial and 
interministerial coordination committees

6. Staff commitment to assisting farmers/traders 
and addressing issues as they emerge, in spite of 
limited staff numbers and the need for capacity 
development in resolving issues  

1. Lack of vision and a long-term policy framework

2. Frequent changes in policy, guided mostly by political whim; high 
political turnover leading to abrupt changes in policy, weakening 
development links and reducing benefits

3. Weak monitoring and coordination; different agencies conduct 
agribusiness promotion as they like

4. Limited staff available with weak technical capacity and poorly 
defined terms of reference

5. Insufficient efforts to enhance the technical capacity of  
government staff 

6. Weak export certification, causing difficulties for export products 
such as honey 

7. Multiple functions and a need for greater specialization in 
agribusiness promotion 

Opportunities Threats

1. Excellent opportunity to attract people into 
agribusiness as a relatively new area, but policy-
makers must create a conducive environment for 
conducting business in Nepal 

2. Growing domestic demand for high-value crops 
because of increasing income from remittances; 
scope for boosting agricultural production through 
the use of improved inputs 

3. India’s provision of an open market for vegetables, 
herbs, etc., which can be produced in Nepal during 
the agricultural off-season

4. The government should take the lead in identifying 
products with competitive advantages in export 
markets

5. Nepalese products are not yet commercialized, 
creating ample opportunity for agribusiness 
development 

1. Open borders and uncontrolled exports from India, with possibility 
of dumping of agricultural produce in Nepal

2. Nepalese products losing competitiveness owing to lack of 
government support; the government should provide assistance to 
the extent allowed by WTO, as done in India and China

3. Mainly rainfed agriculture, with high risk of crop failure 

4. Traditional post-harvest practices with no facilities for  
long-term storage 

5. Weak schemes for good manufacturing practice and export 
certification, resulting in frequent rejection of Nepalese products  
by India (pest residue certificate)

Source: Author’s elaboration using study findings. 
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support (e.g., the budget is sufficient to cover only 
food expenses during meetings). Given the cur-
rent country and global situation, APSD/APS has 
numerous opportunities to exercise its mandates and 
contribute to agribusiness development. The policy 
environment is supportive of agribusiness devel-
opment. However, threats include uncontrolled 
exports from India and the declining competitive-
ness of Nepalese products.

The key strengths of ABP&MDD are its insti-
tutional memory on agricultural marketing in 
Nepal and its extensive experience in implement-
ing development initiatives together with DADOs. 
The current leadership of DOA is another strength 
that is instrumental in enabling effective service 
delivery. Table 8 presents the SWOT analysis of 
ABP&MDD’s institutional capacity. 

ABP&MDD has very limited capacity in busi-
ness/investment analysis, processing, food safety 

regulations, transport, packaging and labelling, 
and product development. These areas are its main 
weaknesses. This situation presents tremendous 
opportunities for capacity building. As with the 
APSD/APS, ABP&MDD has excellent oppor-
tunities to exercise its mandates for agribusiness 
development as agribusiness is a relatively new 
area in Nepal.

With no leading national unit, and implement-
ing agencies failing to link farmers to entrepre-
neurs effectively, the main task is to establish such 
a unit and train its staff. The shortage of funding 
for training remains the greatest threat. Other 
threats are related to the fiscal and energy crisis 
and climate change, which may lead to soaring 
production costs rendering agribusiness unprofit-
able for the weakest links in the agrifood chains 
– producers. These threats may discourage further 
investments in agribusiness activities.

TABLE 8
sWOT analysis of the agribusiness development capacity of ABP&MDD  

strengths Weaknesses

1. Implementation and coordination of agribusiness 
development activities

2. Protection of the interests of farmers involved 
in commercial agricultural production and 
agribusiness

3. Organization of workshops and seminars on 
agribusiness, and updating of stakeholders  
on new developments

4. Good staff capacity   

1. Frequent changes in policy, guided mostly by political whims; 
high political turnover leading to abrupt changes, weakening 
development links and disrupting implementation schedules 

2. Weak monitoring and coordination of representation  
at the field level 

3. Insufficient efforts to enhance the technical capacity of  
government staff 

4. Multiple functions and a need for greater specialization in 
agribusiness promotion  

Opportunities Threats

1. Nepal’s biodiversity offers opportunities to produce 
a variety of crops with ample possibilities for export 

2. Growing domestic demand for high-value crops 
because of increasing income from remittances 

3. India’s provision of an open market for vegetables, 
herbs, etc., which can be produced in Nepal during 
the agricultural off-season

4. The government should take the lead in identifying 
products with competitive advantages in export 
markets

5. Nepalese products are not yet commercialized, 
creating ample opportunity for agribusiness 
development; need to create a conducive 
environment for conducting agribusiness 

1. Open borders and uncontrolled trade with India, with possibility of 
dumping of agricultural produce in Nepal

2. Nepalese products losing competitiveness owing to lack of 
government support; the government should provide assistance to 
the extent allowed by WTO, as done in India and China

3. Mainly rainfed agriculture, with high risk of crop failure 

4. Traditional post-harvest practices with no facilities for long-term 
storage; need for studies to identify feasible activities 

Source: Author’s elaboration using study findings. 
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4.1 CuRRENT ChAllENgEs 
AND OPPORTuNITIEs FOR 
IMPROvEMENT 

Meeting the challenges facing the changing agricul-
tural and agribusiness sectors of a country in transi-
tion, such as Nepal, requires innovative approaches 
to the delivery of public services. To implement 
such approaches effectively, the MOAC’s head-
quarters and extension staff need to upgrade their 
skills for delivering both traditional and non-tradi-
tional agribusiness support services.

In the traditional service category, priority areas 
for capacity development of headquarters and 
extension staff include: i) demand assessment and 
production planning; ii) post-harvest management, 
handling and packaging; iii) contract farming and 
developing linkages between farmers and traders; 
iv) understanding and using market information; 
v) market infrastructure development, design and 
operation; vi) market intelligence; vii) strategic 
planning to identify comparative advantages in 
production and marketing; and viii) agro-enterprise 
creation and development. 

Most donor assistance to agricultural market and 
marketing development has focused on infrastruc-
ture development, with no central coordination and 
limited technical advisory support. This gap needs 
to be brought to the donor community’s attention 
in efforts to attract funding and technical assistance 
for agribusiness development.

Public support services in Nepal have to go 
beyond traditional extension services for farm pro-
duction and the provision of market infrastructure 
and information, to include more topical issues such 
as agrifood chain development, and the promotion 
of agribusiness PPPs and environment-friendly 
food systems. Professionals working in these new 
areas at headquarters and in the extension services 
therefore require capacity enhancement. It is par-
ticularly important to build the capacity of APS 
staff to design comprehensive and coherent national 
policies and long-term strategies aimed at develop-
ing dynamic and competitive agribusiness and agro-
industry sectors. Such policies and strategies should 
focus on including in functional value chains the 
many farmers and small agro-entrepreneurs who 

currently have no or weak linkages with traders and 
agroprocessors. Because of this underdevelopment 
of chain linkages, many emerging agro-industries 
are currently importing raw materials rather than 
using local produce. To reverse this unfavourable 
situation, a supportive policy environment focusing 
on capacity development should be put in place. 

4.2 INsTITuTIONAl  
DEvElOPMENT PATh 

APS/APSD and ABP&MDD have been allocated 
appropriate authorities and functions, but are handi-
capped by their limited financial and human resources 
for delivering services effectively. (Budget allocations 
and staff availability are discussed in section 2.5.) To 
improve service delivery, there is need to increase 
the number of staff, provide staff with clear terms of 
reference, and allocate sufficient financial resources. 

The mandate of these agencies is to support agri-
cultural commercialization by developing the agri-
business sector and providing services, assistance and 
logistics to support agricultural marketing. The find-
ings of this study indicate that the current support 
mechanism is not satisfactory and farmers are not 
receiving the assistance they need. For the MOAC, 
fulfilling its obligations by providing assistance for 
the development of agribusiness is a challenge. 

There is lack of clarity among government 
officers, farmers and agro-entrepreneurs regarding 
the strategies and actions required to implement 
policies and promote commercialization. In some 
circles, there is confusion regarding the different 
roles of the State and the market in development 
in general. The market’s role as a driving factor for 
agricultural/rural development is not fully recog-
nized. Current agribusiness strategies seem to be 
based on an overreliance on the Indian market, 
which is highly competitive. It was also observed 
that the links among production, marketing and 
agro-industry have not been adequately developed, 
and many farmers and agro-entrepreneurs are not 
included in functional value chains. 

In scaling-up APSD, its role should be expanded 
to include coordination of agribusiness promotion 
and development activities. An important aspect of 
this role should be in policy formulation and coor-
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dination of the activities of various multi- and bilat-
eral development agencies, as well as governmental 
and non-governmental organizations (national 
or international); such coordination would help 
ensure the delivery of clear, shared messages about 
agribusiness to stakeholders. 

The following are some proposed interventions:
 � Design and put in place a fact-based programme 
for promoting value addition for agricultural 
produce, as mentioned in ABPP 2006. The gov-
ernment should provide sufficient resources and 
technical staff. There is also need for estimates 
of future market demand and guidance on pro-
duction planning for farmers, from agricultural 
development agencies. Field-based staff work-
ing on agricultural development should take 
the lead in linking farmers (in production areas) 
to traders and markets (in consumption areas).

 � Create a conducive environment for the stan-
dardization of agrifood products by enforcing 
internationally acceptable quality standards 
and establishing appropriate control mecha-
nisms and certification schemes. The govern-
ment’s role would be in supporting/facilitating 
the development of these schemes, rather than 
in implementing them. 

 � Develop commodity-specific strategies for key 
crops (e.g., poultry, flowers, fruits, vegetables, 
tea, cardamom and coffee) with clear market 
prospects. It would be advisable for the agen-
cies involved in agribusiness development in 
Nepal to work together and create a database 
of information on production (type and quan-
tity), demand (where, when at what quantity) 
and exports (countries), while evaluating the 
competitiveness, contribution to agricultural 
gross domestic product and level of employ-
ment generated by different commodities. The 
proposed role for these agencies would also 
include making recommendations regarding: i) 
processing needs and the necessary technologies 
for different commodities; ii) export potential, 
identifying markets and assessing the competi-
tiveness of each product in each market; iii) the 
growth potential and marketability of each 
product; and iv) protection measures for pre-
serving competitiveness in the internal market. 

4.3 PRIORITy AREAs FOR CAPACITy 
BuIlDINg INsTRuMENTs FOR  
FAO suPPORT 

The findings of the study indicate that there are 
ample opportunities for the advancement of the 
agribusiness sector, but also significant constraints 

facing agro-enterprises in Nepal. Bureaucratic 
inconvenience, rigid labour markets in the for-
mal sector, an incomplete legal framework for 
business, and an unpredictable operating cli-
mate inhibit investment and raise the costs of 
doing business. Weak infrastructure, transport 
and transaction delays, high energy costs, and 
an unpredictable regulatory framework further 
burden price competitiveness. Improvements in 
these areas would contribute to increasing export 
competitiveness. Farmers currently face market 
uncertainty for their products, and processors and 
traders are constrained by unreliable quantities 
and quality. The following areas were identified 
during KIIs as priorities for capacity building: i) 
market access and development; ii) promotion of 
agricultural products; iii) provision and dissemina-
tion of market information; iv) industry support 
and market linkages; and v) capacity development 
of APS/APSD and ABP&MDD staff.

Market access and development: This should 
include market studies such as benchmarking, 
intelligence gathering, analysis of competition, 
food product trends, and supply and demand stud-
ies. The findings of these studies should be used to 
identify the strengths and weaknesses of Nepalese 
agricultural products, and could guide the design 
of interventions and action plans for making these 
products globally competitive. For instance, find-
ings from market and product trend analysis and 
trade fairs and exhibitions should be forwarded 
to APS/APSD and ABP&MDD so they can make 
appropriate strategic action plans. The agencies 
should collaborate with the Nepal Agriculture 
Research Council to promote commercially viable 
technologies for adoption by farmers, agribusiness 
entrepreneurs and investors. ABP&MDD should 
also accelerate the establishment of market infra-
structure, to make the distribution and marketing 
of commodities in the domestic market more effi-
cient by reducing trading layers and post-harvest 
losses. A physical or virtual venue should be pro-
vided where producers/suppliers and buyers/end 
users can trade and transact business.

Market-oriented product promotion: APS/APSD 
and ABP&MDD should develop a national mar-
keting programme to promote agricultural prod-
ucts on both domestic and international markets. 
This programme should serve as the roadmap for 
achieving market expansion targets and providing 
interventions to agribusiness stakeholders targeting 
export markets. Market promotion activities should 
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be initiated with the private sector and other gov-
ernment agencies, and trade fairs and exhibitions, 
market testing, in-store promotions, caravans, and 
other means of dissemination should be organized.

Provision and dissemination of market informa-
tion: The Government of Nepal should continue 
to partner AEC and AICC in the provision of agri-
business and market information to all agribusiness 
stakeholders. Most entrepreneurs in Nepal are in 
the micro- and small business category, with no 
access – or means of obtaining access – to the Inter-
net or other information systems. There is need to 
identify appropriate extension services for reaching 
rural and needy farmers. Agribusiness development 
should be integrated across all municipal, city and 
rural areas, in the spirit of the rural–urban partner-
ship programme initiated by UNDP.

Industry linkages and support: There is limited 
support to industry in Nepal, and APS should 
take the lead in coordinating with concerned 
agencies, such as industry associations, farmers’ 
associations, FNCCI and other private organiza-
tions. These efforts should start by spearheading 
the establishment and maintenance of appropriate 
product standards and quality management systems 
for adoption by farmers and agribusiness entrepre-
neurs. In collaboration with DFTQC and DOA, 
APS should work with associations and representa-
tives of the private sector to ensure the development 
and maintenance of appropriate health and food 
safety standards for the preservation, packaging and 
handling of agricultural and fisheries commodities. 

Capacity development of APS/APSD and 
ABP&MDD staff: To build capability within the 
MOAC, technical staff of the directorates should 
be trained in aspects of agribusiness development 
and, more specifically, techniques for value chain 
appraisal. Capacity will best be developed by engag-
ing staff in the analysis of selected value chains, as 
a form of experiential learning, and selected offi-
cials should participate in the preparation of value 
chain analysis reports. A training strategy should be 
developed to ensure that adequate capacity in this 
area is sustained in the MOAC. 

4.4 POTENTIAl ROlEs AND 
INsTRuMENTs FOR FAO suPPORT 

The agribusiness sector is established in Nepal, but 
has not yet had a noticeable impact on the economy 
because of the problems/constraints that keep it 
depressed. These constraints occur throughout the 

product value chain, from input supply to process-
ing and exports, leading to low productivity and 
value addition. There are new marketing opportuni-
ties for existing as well as new high-value crops, but 
the capacity building needed to explore and develop 
these marketing opportunities has been a very low 
priority. DOA and DOLS recognize the need to 
reorient their staff’s skills to addresses agribusiness 
development, and but face limitations in develop-
ing such skills, including the lack of technical staff 
trained in value chain work, trainers able to develop 
the skills, and suitable training materials. Because of 
its experience in the area, FAO is the most appropri-
ate organization for appraising agribusiness policy 
and institutions and identifying and developing 
systematic strategies to promote agricultural mod-
ernization in Nepal. FAO also has a long association 
and working relationship with the MOAC. 

FAO has considerable experience in the design 
and implementation of agricultural extension pro-
grammes that focus on small farmers’ markets, and 
currently supports several countries globally and 
regionally, including Nepal, in this area. FAO’s 
interventions relate to advising on appropriate 
policies and include services for farmers to improve 
their competitiveness, diversify into new enter-
prises, increase value addition and meet market 
requirements through:

 � capacity development of extension workers 
and farmers in analysing and developing value 
chains for new products;

 � technical support in formulating an agribusi-
ness and marketing vision;

 � capacity development of agencies involved in 
agribusiness policy formulation and imple-
mentation;

 � development of databases on agribusiness, 
focusing on trade;

 � dissemination of domestic and export mar-
keting information among smallholders and 
commercial farmers.

A further role for FAO is seen in assisting APS 
in agribusiness policy analysis and formulation 
of a roadmap for agribusiness development. APS 
should review the existing situation and policies 
on agribusiness subsectors such as markets, trans-
port, food safety, credit and finance, to identify 
their implications for the agribusiness sector as an 
input to the Policy Analysis Service and others. 
FAO could also assist in project and programme 
formulation. There are numerous possible projects 
and programmes for agribusiness development, 
but APS lacks basic skills in these areas. 
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In an interview with the Programme Director 
of ABP&MDD, possible areas for future support 
from FAO were identified: i) development of infra-
structure for agricultural marketing at appropriate 
locations throughout the country; ii) identification 
of appropriate technology for reducing losses dur-

ing marketing, and development of mechanisms for 
transferring this technology to farmers; iii) human 
resources development in market operation and 
management; and iv) identification and promotion 
of niche products and niche markets for agroprod-
ucts and access to the benefits of WTO membership.



25

In the 1990s, the Government of Nepal embarked 
on a strategy aimed at moving towards a more 
market-oriented economy, with the promotion of 
competitive farm enterprises and recognition of the 
important role of the private sector in agribusiness 
development. To support these new thrusts, the 
government launched successive waves of organi-
zational restructuring. The first round of reforms 
took place in 1991, when functions related to 
agricultural production, marketing and research at 
both the central and field levels were merged under 
the Department of Agricultural Development. 
The second round occurred in the early 2000s and 
expanded the MOAC’s mandate to include agri-
business promotion through the creation of APS 
to lead and coordinate work in this area. At the 
same time, the agriculture sector at the field level 
was divided into agricultural crops and livestock, 
and DOC was established.

The final outcome of these reforms has been 
a complex system composed of three layers: i) an 
agribusiness unit – APSD/APS; ii) field-level imple-
menters, represented by the four MOAC depart-
ments and their networks of decentralized offices, 
with ABP&MDD playing a central role; and iii) 
two agribusiness interministerial committees, one 
high-level and the other more operational.

In theory, these layers have clearly defined, 
complementary mandates. APS is the core agri-
business agency at the central level with the triple 
mandate of: i) overall coordination of agribusiness 
activities among the various MOAC agencies, and 
with other ministries in its role as Secretariat of the 
interministerial committees; ii) policy analysis and 
strategic planning for the agribusiness sector; and 
iii) provision of guidance for the implementation, 
monitoring and evaluation of agribusiness-related 
programmes. The second tier, led by ABP&MDD 
and including other field extension and outreach 
services of the MOAC, provides technical assistance 
on marketing and agribusiness and implements 
three national programmes dealing with marketing 
research and export and agribusiness promotion. 
The third layer, the high-level and operational com-
mittees, provides guidance and coordination across 
the various ministries and government agencies.

In practice, however, the fragmentation of the 
agribusiness mandate among these entities has 
caused three main issues. The first issue is that 
the available financial and technical resources are 
spread over too many agencies and activities, pre-
venting interventions from being meaningful and 
producing visible results. This situation is exacer-
bated by the low resources allocated to agribusiness 
overall: although it is difficult to obtain disaggre-
gated figures for the different agencies involved, 
together they are allocated less than 3 percent of 
the MOAC’s total budget and have about 55 staff 
members, of whom only 27 are professionals. The 
second issue derives from the difficulties of put-
ting the divided mandates into practice. APS is seem 
mainly as a policy analysis unit, but its staff have 
capacities for direct implementation and feel that 
their policy skills are insufficient. As a result, there 
is some conflict and duplication of efforts with 
other agencies. The third problem arises from the 
absence of direct, functional linkages among agen-
cies, many of which regard contact with APS and 
ABP&MDD as optional. To bring all the agencies 
together to deliver one common agribusiness pro-
gramme, a “special relationship” between APS and 
the MOAC departments should be established, in 
which the APS Joint Secretariat would have author-
ity to ensure that line managers implement their 
agribusiness assignments. 

Such issues are largely the result of pervasive 
implementation flaws, rather than the existing 
national policy framework, which is solid and 
encourages agribusiness promotion, collaboration 
with the private sector and support to agribusiness/
agricultural cooperatives. The backbone of the sys-
tem is APP, a 20-year sectoral plan that promotes 
demand-led growth of high-value commodities and 
the role of the private sector. APP, ABPP and other 
policies and strategies provide clear-cut objectives, 
the necessary resources, and institutional roles – at 
least on paper. However, the three-layer agribusi-
ness system has been plagued by the governance 
difficulties and low institutional capacity faced by 
most developing country administrations. These 
issues include coordination problems, poor moti-
vation and lack of initiative, difficulties in mobiliz-
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ing resources, and frequent changes in government 
leading to changes in ministerial secretaries, depart-
ment heads and line agency staff at the district level. 
These challenges have made it difficult to imple-
ment, evaluate and monitor agribusiness develop-
ment activities at all levels.

Many of these problems stem from the imperfect 
model of institutional reform adopted in Nepal, 
which is characterized by:  

The following are some proposed interventions:
 � frequent organizational restructuring, creating 
high staff turnover and a piecemeal and frag-
mentary approach to organization building and 
career development, which seems to have been 
institutionalized at every level of the MOAC;

 � a tendency to leave reforms incomplete, without 
establishing the needed collaboration, oversight 
and monitoring linkages; redesigning individual 
job descriptions; or training staff in the new 
skills they need;

 � a predisposition for creating new entities artifi-
cially, by merely passing laws, and for approv-
ing only parts of a reform package, leaving out 
essential aspects, as in the Marketing Act.

The source of the funds used for agribusiness 
development also has a significant effect on the 
organizational performance of the public sector. 
Funding from international financing institutions 
(IFIs) is far more significant than regular budget 
allocations to APS and ABP&MDD: the three 
largest IFI-funded agribusiness programmes 
implemented in Nepal since 2005 have total fund-
ing of US$80 million, which is approximately the 
annual budget of the entire MOAC. This shortage 
of regular funding results in a very lean civil ser-
vice structure with an agribusiness mandate that 
increases or decreases according to the presence of 
IFI-funded programmes. 

To overcome these issues there is need for the 
following:

 � Strengthening capacities in planning and policy 
analysis: The first step is to use internal and 
external professional expertise to assess the 
existing capacity and capacity development 
needs for planning and policy analysis, and 
to clarify the role of APS as a policy analysis 
unit working on behalf of the MOAC. The 
second step is to ensure that APS coordinates 
the policy analysis efforts of different agen-
cies, working closely with the monitoring and 
evaluation units and statistical and planning 
divisions of the agencies concerned. The third 
step consists of establishing clear responsibili-

ties for the production of policy briefs, studies 
and discussion papers by APS. There is also 
need to ensure that APS provides a forum for 
discussion of key policy options and analysis 
of the advantages and disadvantages of each 
option as an input to policy decisions.

 � Establishing functional collaborative relation-
ships among the agencies concerned with agri-
business development: The key to enhancing 
agribusiness development lies in good and 
coordinated governance of the agribusiness 
sector. This requires close collaboration 
among APSD/APS, ABP&MDD, DOA and 
its agencies, as well as a host of other organiza-
tions at the central and field levels. Each of the 
agencies involved in agribusiness development 
has its own comparative advantages, depend-
ing on its mandate. These is need to weave 
these numerous agencies together to create a 
fabric of functional integration for enhanced 
agribusiness development, to maximize the 
use of limited financial and other resources. 

 � Integrating agribusiness in DOA extension 
services: Efforts in this area include capacity 
building of DOA extension staff (particu-
larly in DADOs), and the development of 
agribusiness extension messages. Innovative 
extension approaches should be adopted to 
deliver the services needed to meet the cur-
rent challenges in the agriculture sector as it 
transitions from subsistence to commercial 
agriculture. In a report, the international con-
sultancy firm ANZDEC (2002) concluded 
that the extension services provided by DOA 
and DOLS had good outreach and fair qual-
ity, and benefited from the introduction of 
new approaches in the framework of donor-
supported projects. However, it is evident 
from the interviews that more efforts are 
needed to institutionalize successful project 
interventions (e.g., the planning of agricultural 
enterprises and value chain development) and 
incorporate agribusiness issues into regular 
extension work. Other areas in which the 
capacity development of agricultural exten-
sion workers is recommended include: i) 
understanding agricultural marketing systems 
in the commercial environment; ii) assessing 
demand and planning production; iii) deter-
mining comparative advantages in production 
and marketing; iv) post-harvest management, 
handling and packaging; v) identifying the 
markets that provide the best prices, and 
avoiding distress selling; vi) contract farming 
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and developing linkages between farmers and 
traders; vii) understanding and using market 
information; and viii) market development, 
design and operation. 

 � Enhancing and updating agribusiness policy 
and strategies: Given the current confusion 
regarding the concept and priorities of agri-
business development in Nepal, updated 
policy and strategies would help to correct 
the piecemeal approach to institution build-
ing that contributes to policy instability and 
arbitrary implementation. 

 � Supporting the MOAC in adhering to the spirit 
of agreed policies and streamlining their imple-

mentation at the national level: All interna-
tional and national NGOs should collaborate 
with the government in capacity building and 
monitoring of the efforts of farmers, traders 
and other actors. Incentives could be given 
to promising and well performing actors in 
agricultural value chains.

 � Empowering a more operational committee: 
This would help to avoid the policy shifts 
and high political involvement that affect 
the High-Level Committee for Agribusiness 
Development. The government selected this 
option in 2010, but it is too early to assess its 
effectiveness. 
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Annex 1

People contacted 

Bharat Karki, Agribusiness Specialist. PACT, World Bank, Kathmandu

Devendra Chapagai, Agriculture Economist/Agriculture Marketing Specialist

K.C. Ganesh, Ex-Secretary, Ministry of Agriculture and Cooperatives

Putalisadak Gokul Manandhar, vegetable wholesale market

Haribabu Tiwari, Agribusiness Promotion and Statistics Division, agribusiness@moac.gov.np

Jan Ali Mohamad, live goat wholesaler, Balkhu Goat Wholesale Market

Kamal Gautam, Chief, abpmdd@vianet.com.np

Lakashman Gautam, Assistant FAO Representative in Nepal

Maharjan, Executive Director, Agro Enterprise Centre, Federation of Nepalese Chambers  
and Commerce and Industry

Mr Dangol and traders at Kalimati Fruit and Vegetable Wholesale Market, Kathmandu

Promod Koirala, Senior Research Officer, Department of Food Technology and Quality Control

Pulami, Chief, Agricultural Information and Communication Centre, Harihar Bhavan,  
agroinfo@wlink.com.np; www.aicc.gov.np 

Sarad Neupane, Assistant Resident Representative, UNDP

Sharawan Adhikari, Programme Officer FAO

Sharma, Seed Entrepreneurs’ Association Nepal

Shyam K. Upadhya, Agriculturist

Smile Khan, buffalo wholesaler at buffalo wholesale market

Subodn Narayan Jha, Member, National Planning Commission

Tara Lama, FAO Consultant (Horticulturist)

Tek Bahadur Bam, Programme Manager, CADP, Biratnagar 

Tulasi Gautam, Chief, Agriculture Economic Analysis Directorate

Uddav Khadki, Mr Sanjeev Khadki, Mr Sumeet Shrestha, Mr Ram Jhan Miya and other butchers  
at focus group meetings 

Yojendra K. Karki, Project Manager, Project for Agriculture Commercialization and Trade
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Annex 2

summary of KII results  

Respondent/industry cluster7 Issues relative to performance  
of the APs/APsD

Respondents’ viewpoints

A. Policy-making and regulatory

APSD/APS or cluster of  
bureaux/departments:

APSD at MoAC 

Policy formulation Policies are in place but implementation is weak

Policies are not clearly articulated 

Monitoring mechanisms are lacking or weak

Partner organizations:

High-Level Committee for 
Agribusiness Promotion, chaired by 
the Minister of Agriculture 

Frequency of meetings  
(too few)

Being a high-level committee, members’ participation 
is difficult 

Support bureaux/departments:

DOA 

DOLS 

DOC 

DFTQC

Policy implementation Policy implementation has been difficult, lacking a 
long-term vision for agribusiness development and 
consistent government direction

Changes in policy result from frequent changes in 
government

Private agribusiness firms:

AEC of FNCCI

Policy acceptance by the private 
sector

Ownership of the policy for 
sustainability

Policy is not conducive to agricultural 
commercialization and agribusiness development; 
policy formulation is non-participatory

Policy implementation by the central government is 
weak; e.g., unauthorized local tax collection at the 
district level when crossing the border results in price 
hikes and attracts imports from India 

Donor agencies

FAO

ADB

Technical capacity of extension 
workers

Lack of training needs assessment 
and use of out-of-date training 
messages focusing on agricultural 
production 

The technical capacity among extension staff working 
under various MOAC units is weak

Capacity development efforts are being made

B. Coordinating role

APSD/APS or cluster of  
bureaux/departments:

APSD at MoAC 

Lack of staff

Need for capacity in service 
development programme

Low budget allocations

The concept of agribusiness is new and officials are 
not familiar with it, so capacity enhancement must be 
continuous and at all levels

Farmers are not exposed to agricultural business law, 
which is not included in colleges courses 

Partner organizations:

Committee for Agribusiness Policy 
Promotion, Implementation and 
Coordination, chaired by Chief of 
APSD

Weak participation of allied 
agencies

Meetings should be more frequent, and the agenda 
should be circulated before each meeting 

Private agribusiness firms:

AEC of FNCCI

Activities are implemented under 
business-as-usual approach

There is need to promote better understanding 
between the private and public sectors

see next page

7 Industry cluster refers to the organization where the respondent is represented.
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Respondent/industry cluster Issues relative to performance  
of the APs/APsD

Respondents’ viewpoints

C. Delivery of public goods for agribusiness development such as infrastructure, extension, R&D, etc.

APSD/APS or cluster of  
bureaux/departments:

DOA 

DOLS 

DOC 

DFTQC

Infrastructure building 

Traditional extension approach 

No R&D undertaken in Nepal

Market and agricultural roads are satisfactory

Capacity enhancement of extension workers is 
needed

Only R&D work noted was some by DFTQC

Partner organizations:

APSD at MoAC 

Weak monitoring and supervision Staff and resources are lacking 

Activities of different units for agribusiness 
development are not reported to APSD

All agencies working on agribusiness promotion 
in Nepal should establish contact with APSD and 
ABP&MDD and work within the guidelines provided 
by these units

Contacts with APSD are currently optional or by 
invitation  

Support bureaux/departments:

ABP&MDD and district-level offices 
of DOA and DOLS

Lack of resources

Need for training to enhance 
technical capacity 

Budget allocations should be increased

Technical capacity is being enhanced  
(in-service training)

Private agribusiness firms:

AEC of FNCCI

Commodity associations8

Acting independently Private sector actors do not see the need to contact 
government agencies, as they perceive themselves as 
better qualified  

Donor agencies:

Various

Government staff’s lack of skills 
and motivation  

Donor agencies prefer to work through consultants 
for project implementation, without the involvement 
of government staff, so long-term sustainability 
beyond the life of a project is in doubt 

D. Delivery of agribusiness services

APSD/APS or cluster of  
bureaux/departments:

DOA 

DOLS 

DOC 

DFTQC 

Lack of training needs assessment 
and use of out-of-date training 
messages/practices focusing on 
agricultural production 

The technical capacity of extension workers needs to 
be enhanced 

Partner organizations:

District-level offices of DAO, DOLS 
etc.

As above As above 

Support bureaux/departments:

Implementation units such as 
ABP&MDD 

As above As above 

Private agribusiness firms:

AEC of FNCCI

Lack of capacity and service 
delivery mechanisms

There is weak commitment to agribusiness work

There is need to enhance technical capacity

Donor agencies:

Various

As above As above 

8 For poultry, fruit and vegetable traders, rice traders, various types of farmer, etc. 



The agrifood system is changing rapidly in response to agricultural moderni-
zation and shifting consumer and societal demands for safer, better-quality 
and more convenient food. This new scenario coexists with more traditional 
types of family and subsistence farming. 

This changing environment places increased pressure on Ministries of 
Agriculture (MOAs) in developing countries to engage in agribusiness and 
agro-industry development. For this reason, over the past decade, many 
MOAs have established agribusiness units with technical, policy and coordi-
nation functions. To perform well, these units should be given clear manda-
tes and sufficient financial resources and qualified staff familiar with current 
agribusiness developments, such as value chain programmes, climate-smart 
agriculture, contract farming and public–private partnerships. However, this 
ideal scenario rarely occurs. A change in the mind-set of MOA staff is requi-
red to move beyond the traditional focus on production towards a more 
holistic, farm-to-fork approach that includes post-production issues; and 
this might prove to be quite a challenge.

To shed light on the role, performance and empowerment of these agri-
business units, FAO conducted a scoping survey of 71 countries and in-depth 
analyses of 21 case studies from Africa, Asia and Latin America. The primary 
objective was to draw lessons that can provide guidance to member coun-
tries on how to establish and operate well-performing agribusiness units. 
The outcome is presented in this series of country case studies, which con-
tribute to enriching knowledge and sharing information on institutional 
responses for enhancing the public commitment to inclusive agribusiness 
and agro-industrial growth and job creation.
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