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Executive Summary1 

1. Background. IFAD has been amongst the Development Partners (DPs) engaged with the 

Government of Nepal (GoN) in the preparation of the 2014 Agriculture Development Strategy (ADS)2. 

The ADS sets a new and dynamic direction for driving agricultural sector growth in Nepal. IFAD and 

the GoN propose to apply the ADS principles to the development of the Agriculture Sector 

Development Programme (ASDP), building off the successful experience of the IFAD-financed High 

Value Agriculture Project (HVAP) and other government and donor-funded, market-oriented 

Programmes in Nepal. The ASDP will be implemented within the framework of Nepalôs Federal states 

governance system, authorised under Schedule 4 of the new Constitution of Nepal adopted on 20th 

September 2015 and currently being established. These constitutional reforms involve a high level of 

State subsidiarity to a new municipal/ward structure, which will be responsible for agriculture and rural 

development in Nepal. 

2. Rationale. The justification for the ASDP stems from a number of elements: (i) a favourable 

policy and institutional framework originated by the new Constitution of and the 2014 ADS, which 

places greater emphasis on market (value chain)-driven agriculture development; (ii) a significant 

stock of knowledge on value chain development produced by a number of projects, most of which will 

be completed during 2018, as a source of good practices and lessons learnt for this new operation; 

and (iii) the opportunity of scaling up the HVAP approach through (a) the replication of proven value 

chain interventions in a larger, including more remote, geographic area (enabled by improved rural 

infrastructure, notably the expanding district road corridors), (b) the institutionalisation of a pluralistic 

extension service aligned with the new Constitution of Nepal and associated state federalisation 

process and implementation of constitutional provisions in agriculture and rural development, and the 

ADS (notably the Value Chain Development Program (VADEP) and Decentralized Extension, 

Science, Technology and Education Program (DESTEP) flagship programmes); and (c) improving 

access to value chain financing, without which VC investments find difficulty with scaling-up.  

3. The ASDP will commence at an important juncture in Nepalôs shift to a federal-state structure 

under its new Constitution of Nepal. This process has seen the number of rural administrative units 

reduced by up to 80 per cent, the removal of districts as an administrative entity, a direct 

administrative line between state governments and their local governments and direct budget 

transfers from treasury to local governments3. In line with this constitutionally-driven restructuring, and 

the recommendations of the ADS, the agricultural sector is likely to see the consolidation of its sector-

specific ministries (agriculture, co-operatives, livestock and land) and a shift in the responsibility of the 

consolidated Ministry from service delivery to planning, policy formulation, regulatory control and 

monitoring and evaluation. It is expected, with the establishment of the appropriate structures and 

governance at the State and Local Governments, ASDPôs implementation in time, would be under the 

purview of State 6.  This will be accompanied by increased farmer participation in the planning, 

decision making, implementation, and monitoring of the strategy. These developments are consistent 

with a more market-driven agriculture development approach as demonstrated under the HVAP, with 

increasing dependence on private rather than public input and technical support services. Overlaying 

these reforms are the challenges of the feminization of Nepali agriculture due to rural male exodus, a 

high level of malnutrition in rural areas and the growing climate risk. 

                                                      
1. Mr Garry Smith, Team Leader; Ms Girija Srinivasan, Rural Finance Specialist; Mr Geoff Dyce, Economist, Mr Deep 

Joshi, Institutions and Communities Specialist; Mr Hari Dhakal, Procurement Specialist; Mr Sanjeev Shrestha, Value 
Chain specialist; Mr. Avinash Chandra, Economist; Ms Lakshmi Moola, IFAD Country Programme Manager. Mr 
Pradeep Shrestha advised the mission on financial management matters; Mr. Dilaram Bhandari, Joint Secretary, Policy 
and International Cooperation Coordination Division, MoAD; Mr. Rajendra Bhari, Joint Secretary and Project Manager 
HVAP, MoAD; Mr. Rudra Shrestha, Under Secretary, MoAD; Mr. Binod Bhattarai, Under Secretary, MoAD and Mr. 
Chitra Rokaya, Under Secretary, HVAP, MOAD. 
2 It is expected that the ADS will be revised to accommodate federalism. Changes within the ADS, and related changes 

to ASDP, will be mutually agreed during implementation. 
3 Except currently for Donor funded projects per the circular of the Ministry of Finance 
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4. With only a small proportion of agriculture production in Nepal flowing through structured value 

chains, including in the HVAP catchment districts, there is ample scope for adding value to farm 

products, improving productivity and quality and expanding markets. Building on HVAP successes, 

the ASDP proposes to expand the HVAP Programme area from 6 to 10 districts in State 64, in parallel 

with an expanding district road network, while better integrating Programme processes into local 

administrative systems and public and private services. The Programme will also deepen/intensify 

engagement with more remote communities within the continuing 6 HVAP districts, linked to an 

expansion of formal and informal district and village roads and village trails in those districts. The 

holistic, value chain-led approach will facilitate the development of a shared understanding and 

common vision among the actors working in the same sub-sector, building trust among them and 

enabling more effective business relationships between agribusiness and producer groups and co-

operatives, as well as building the capacity of these actors, across different value chains, to efficiently 

meet customersô quality and price expectations. This will be supported by modest risk-compensating, 

programme supported, co-investment that will be progressively replaced by financial services as 

banking and MFI lending capacity and innovative value chain-oriented loan and risk management 

products are developed with Programme support. Specific strategies will be implemented for poor 

household and landless rural resident participation in value chains, including improved access to rural 

infrastructure and finance and strengthened farmer-led institutions. Through co-financing of public and 

collective goods market-oriented infrastructure (multi-use water supply, small-scale irrigation, village-

to-farm and village-to-road head access, commodity storage, markets, etc.), the ASDP will avail rural 

households with the physical resources needed to engage in high value climate-adapted agriculture 

production and marketing. Programme support to the planned restructured extension system under 

the new Federal administrative system will empower communities to both coordinate public extension 

delivery and develop local, private fee-based advisory services, including farmer-to-farmer (F2F) and 

enterprise-to-farmer (E2F) advice. These developments will be enveloped by programmes supporting 

climate change adaptation and womenôs inclusion, with women forming 2/3rds of beneficiaries, and 

improved household food access and nutrition awareness. 

5. Programme area and target group. The Programme will be implemented in Surkhet, Dailekh, 

Salyan, Jajarkot, Kalikot, Jumla, Mugu, Dolpa, Humla and Rukum (western) districts in State 6 of 

Nepal. The four highlighted districts are incremental to the HVAP area and will be integrated into the 

Programme in line with the development of the (i) Chhinchu-JajarkotïDolpa; (ii) Surkhet-Kalikot-

Jumla-Mugu; (iii) Surkhet- Dailekh road corridors; and (iv) Mid-hills highway. The Programme will 

commence immediately in the six existing HVAP districts and in Mugu and Rukum. Only sub-

component 4 activities will commence in Dolpa and Humla initially and the rest will be  integrated as 

the road access improves. The Programme Coordination Office (PCO) will be based at Birendranagar 

in Surkhet district, while three corridor-based coordination units will be established for technical 

backstopping, field level coordination and programme monitoring and supervision. Programme 

activities will be closely aligned with other donor financed projects in the State5. 

6. The Programme will target smallholder producers and landless rural people6 (value chain 

labour, small livestock, etc.) interested to engage in targeted value chain activities. Women will form 

2/3rds of the Programme beneficiaries and disadvantaged households including Dalits, Janajatis, 

Muslims, youth, landless and other disadvantaged groups will be specifically targeted for Programme 

inclusion (25 per cent target). The Programme will develop specific mechanisms for poor households 

to be able to join appropriate value chains, however, poor and marginalised households will 

definitively benefit from expanding local agriculture employment opportunities associated with value 

chain-driven growth. It is expected that the ASDP will serve around 35,000 direct beneficiaries 

(producer households and agri-industry entrepreneurs and employees) and around an additional 

40,000 indirect household beneficiaries (through public infrastructure, financial services and 

                                                      
4 One district, Acham, presently engaged under the HVAP, now falls in State 7 and would not be included in the ASDP. 
5  Including, inter alia, SDC-financed NASDP, NAMDP and Small Irrigation projects are also running in Kalikot, Dailekh 

and Jajarkot; DFID-financed RAP III, USAID-financed Suaahara II and Kisan projects 
6 See Appendix 2 for a detailed analysis of the target population 
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agricultural extension development). HVAP beneficiaries will not be eligible for grant co-financing 

under the ASDP. 

7. Partnerships. IFAD has extensively consulted with partners during the design process, 

including bi-lateral meetings with SDC, USAID, DFiD, DANIDA, EU, ADB, World Bank, WFP and 

FAO.  Through these consultations, a collaborative partnership has emerged with the SDC funded 

NASDP, implemented by Helvetas Swiss Inter-Cooperation (HSI).  SDC will support the ASDP, 

providing a grant of USD 3.0 million for TA implemented by HSI to expand the coverage of NASDP to 

ASDP impact areas in all 10 districts, with specific focus on organising and capacitating farmer groups 

and co-operatives and provision of pluralistic services to farmerôs groups linked to the value chains 

selected under ASDP. SDC will transfer TA fund to HSI directly. 

8. The Goal of the Programme is to: Contribute to the achievement  of Nepal's SDG 17 and SDG 

28 targets by reducing poverty and nutrition insecurity amongst women and men in hill and mountain 

areas of State 6. The Development Objective is to: contribute to the achievement of Nepalôs SDG 89 

target through sustainable improvement in the income and food security of smallholders and 

disadvantaged rural groups10 involved in commercially-oriented production and marketing systems in 

selected high value agricultural value chains. 

9. Programme Components. The Programme will have two components: (i) Value chain 

development, and (ii) Programme coordination.  

10. Component 1, Value chain Development would include four sub-components (Outcomes): 

(i) Inclusive and sustainable agriculture value chains expanded and diversified; (ii) Market-oriented 

infrastructure functional; (iii) Rural financial services for value chain development strengthened; and 

(iv) Agriculture services sustainably support innovation and value chain development. 

11. Sub-component 1: Inclusive and sustainable agriculture value chains expanded and diversified. 

This outcome would include two outputs: (i) identify and assess profitable high-value agriculture value 

chains; and (ii) co-finance agricultural value chain development: 

o Output 1.1: Identify and assess profitable high-value agriculture value chains. This output 

includes two activities: (i) Strategic investment plan (SIP); and (ii) DCC-convened Multi-

Stakeholders Consultative Platform: 

o Strategic investment plan: To identify profitable, climate change adapted value chain 

development pathways, the Programme would conduct a comprehensive financial, 

economic and value chain analysis of both existing (to confirm their continuing financial and 

economic viability) and potentially new value chains and associated wholesale markets in 

the Programme districts. In addition to the 6 value chains established under the HVAP11, the 

SIP would also evaluate, milk, citrus fruit, walnut, seed potato, honey and high nutrition crop 

(grain legume, finger millet, buckwheat) value chains in State 6. The SIP analysis of the goat 

and OSV value chains have been completed with both demonstrating financially and 

economically viable investments. Honey, milk and seed potato value chain SIPs will be 

prepared before Programme effectiveness. The Programme will avoid duplication with other 

value chain initiatives in Programme districts. 

o DCC-convened Multi-Stakeholders Consultative Platform (MSP). The Programme would 

facilitate the establishment of Multi-Stakeholders Consultative Platforms (MSP) to support 

specific value chain development. MSPs would also inform the selection of prospective new 

value chains and the SIP process.  MSPs would bring together the key stakeholders, 

including farmer representatives, private sector actors (traders, processors, input suppliers, 

investors, finance institutions) and government actors (municipal governance, research, 

                                                      
7 No poverty 
8 Zero hunger 
9 productive employment and decent work 
10 Dalits, Janajatis, Muslims, youth, landless, others 
11 apple, ginger, goats, off-season vegetables (OSV), timur and turmeric 
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extension) engaged in the development of specific value chains, with a view to 

strengthening private and public-private relationships across the value chains, promoting 

innovation and providing a conducive environment/space for the brokerage of financial 

agreements between value chain stakeholders. While initially convened by the respective 

DCCs, MSPs would be assisted to become self-governing. 

o Output 1.2: Co-financed agricultural value chain development. This output would include three 

activities: (i) co-investment both on farm and at agribusiness level; (ii) value chain-led 

participatory and applied production and processing technology development; and (iii) tailored 

multi-disciplinary capacity building. 

o Co-investment both on-farm and at agribusiness level. The Programme would establish a 

competitively allocated Value Chain Development Fund (VCDF) providing risk-based co-

financing to catalyze private investments by agri-enterprises and farm households into the 

SIP-prioritised value chains and associated wholesale markets, with particular attention paid 

to the inclusion of poor, disadvantaged and women-headed households in the value chain 

catchment area. The priorities for the investment agenda in each value chain would be 

identified through the associated MSP. Co-investment would be capped at USD 100,000 for 

agribusinesses, USD 10,000 for lowland/mid-hills farmer groups, USD 12,000 for mountain 

area farmer groups (inflation adjusted). Local Bodies would manage the selection of farmer 

groups and make recommendations to the PCO for financing. PCO-approved co-financing 

investments, to agribusinesses, exceeding USD 50,000 would require IFAD no-objection. 

Additional funding up to 250 per cent of these amounts could be exceptionally approved 

subject to IFAD and MoAD no-objection; 

The level of co-investment would vary by location and purpose, priced to reflect the 

measured risk to the "innovator" investors, but set at levels that are unlikely to distort 

markets. For agribusinesses, co-investment would be set at 30 per cent of the total 

investment value in the mid-hill municipalities and 40 per cent in mountainous municipalities. 

Co-investment of farmer groups would be set at 50 per cent. Once ñinnovatorò co-

investments are proven to be commercially viable, co-investments for that value chain 

segment would be phased out, subject to improved access to rural financial services. The 

percentage of co-investment offered and other terms would be actively monitored and 

revised if necessary based on actual uptake. The competitive co-investment allocation 

process would reward enterprise and farmer group business proposals that offer higher 

levels of own contribution, better value addition and greater engagement of poor and 

disadvantaged people; 

o Value chain-led participatory and applied technology development. The design missions 

have identified significant technical constraints in the targeted value chains. Up to 20 per 

cent of enterprise and farmer group co-financing could be used to support participatory 

action research and associated technology transfer, including farmer-to-famer and 

enterprise-to-farmer advisory services. Additional funds are available to MSPs to address 

technical constraints and opportunities mutually identified by MSP stakeholders.  

o Tailored multi-disciplinary capacity building. The Programme would provide value chain 

actors with specific training based on capacity building needs identified by the MSPs. This 

could include in-field and residential training courses; experiential regional study tours, etc.  

12. Sub-component 2: Market-oriented public and community infrastructure functional. This 

outcome has one output: (i) co-financed community market infrastructure: 

o Output 2.1: Co-financed public and community market infrastructure. In alignment with the SIP, 

the Programme would allocate funds for market-linked infrastructure investments that provide 

public good and collective12 benefits essential to targeted commodity value chain engagement 

                                                      
12 Semi-public good 
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and/or climate change adaptation. Public or collective market-linked infrastructure investment 

schemes would be identified and prioritized through: (i) participatory community planning; 

(ii) the MSP process; and (iii) their alignment with Nagarpalika and Gaunpalika (Municipality) 

infrastructure plans. Investments could include, inter alia, village and farm access roads, 

commodity storage, market/collection centres, ponds, small-scale irrigation and multi-purpose 

village water supply. The Programme would be structured to cater for innovative demands as 

they emerge. For public infrastructure (village roads, trials, markets, etc.) funds would be 

advanced to Municipalities by the PCO on the basis of participatory Municipality investment 

plans incorporated into the ASDP annual work plan and budget. Collective goods infrastructure 

would be primarily built through community action, with beneficiary contributions in cash and in 

kind13, unless their scale or complexity required contracting. All infrastructure investments 

would be climate change adaptive.  

Co-financing of construction costs of public and collective good infrastructure works would be in 

accordance with the accompanying table. PCO-approved co-financing investments exceeding 

USD 50,000 would require no-objection from IFAD. The Programme would, wherever 

practicable, use force account processes for community infrastructure investments, designed to 

create local jobs, while recognising that most major infrastructure investments would require 

some machine support. 

13. Sub-component 3: Rural financial services for value chain development strengthened. The 

mission has confirmed that there is adequate liquidity for agriculture sector finance in the Programme 

area, however, there are significant institutional and product shortfalls. Co-operatives require capacity 

development both as institutions and for dispensing agriculture credit. MFI loan products are poorly 

structured for agricultural lending and insurance as a risk management instrument is yet to reach rural 

producers and requires product development. This outcome would include two outputs: (i) Rural 

financial services development; and (ii) Support to credit access: 

o Output 3.1: Rural financial services development. This output would comprise of three activities: 

(i) Product innovation for value chain financing and loan risk management; (ii) Capacity 

development of co-operatives; and (iii) Improving insurance uptake. 

o Product innovation for value chain financing and loan risk management; The Programme 

would provide technical assistance to MFIs/private banks intending to implement value 

chain financing solutions. This would include product development consistent with the 

prioritised value chains and developing protocols for products comprising size, rate of 

interest, collateral and repayment mechanisms. The Programme would also capacitate 

banks and MFIs through training & exposure to value chain financing products offered by 

regional financial institutions.  

o Capacity development of co-operatives; Co-operatives working in the Programme area 

would be facilitated to consolidate/amalgamate to improve their capacity to cater to member 

needs and also be credit worthy for wholesale bank loans. The capacity development would 

include institutional and business development training and on-site mentoring. Additional 

support for financial software installation and computing equipment would also be provided 

on a cost share basis. The Programme would engage national institutions such as NACCFL 

to support credit cooperative development. 

o Improving insurance uptake; The Programme would work with the Insurance Board and 

insurance companies to develop/modify insurance products and support the development of 

a rural insurance agent network, through local service providers, for distribution of 

appropriate insurance products to farm households.  

o Output 3.2: Support to credit access. The HVAP-developed business literacy training 

programme would be expanded under the ASDP to include business skills, risk management, 

                                                      
13 Markets owned by group, cooperatives and agri-businesses will be treated as óprivateôand have to contribute 15% 

cash whereas the markets owned by Municipalities will be treated as ópublic goodsô and hence no cash contribution 

required. Value of land will be considered as cash contribution.  



Nepal 

Agriculture Sector Development Programme 

Final programme design report 

 

 

xiv 

savings and loan management, insurance literacy and entrepreneurship. The Programme 

would also provide financial mentoring to farm households or groups seeking co-financing. 

Financial literacy would be a prerequisite for farmer group value chain co-financing. 

14. Sub-component 4: Agriculture services sustainably support innovation and value chain 

development. This outcome includes two outputs: (i) Participatory and pluralistic extension services 

and strengthened farmer groups; and (ii) Womenôs empowerment and household nutrition: 

o Output 4.1 Participatory and pluralistic extension services and strengthened farmers 

organizations. Building on emerging positive trends in HVAP, the Programme, with SDC-

financed HSI Technical Assistance (TA), would support the establishment and capacitation of 

MAU at the level of Municipality, and CAESCs at Ward level. Both would be chaired by elected 

officials and have strong agriculture sector stakeholder participation. These institutions would 

facilitate the delivery of extension services and the development of participatory planning 

processes that enable the MAU to represent farmersô interests in municipal and provincial 

planning processes. The MAU would provide feedback to the Municipal administration and 

through the Municipality to the District Coordinating Committee (DCC) concerning the provision 

of agriculture support services, assist in the formation of farmer associations, strengthen 

farmersô perspectives in evidence-based policy formation, and inform farmers about services 

and entitlements. MAU representatives would participate in MSPs for value chains operating in 

their area; 

Through the MAU-CAESC network, the Programme would foster collaboration between public 

and private actors in the delivery of agricultural services, particularly in value chain production 

pockets and for food security (home gardens, nutrition sensitive value chains, multi-purpose 

water supply) amongst poorer households. This would be achieved through: (i) co-financing, in 

partnership with municipalities and communities, the development of CAESCs to enable them 

to facilitate pluralistic extension approaches, as envisaged in the ADS; (ii) the training of 

agricultural service managers at municipal level, public extension agents at ward level, and 

community-identified, certified lead resource persons (LRPs) in extension management and 

delivery methodologies and technologies relevant to food security and the value chains in the 

locality; and (iii) capacity building for agro-vet input supply management and staff. Rural Youth 

who are interested in becoming Junior Technician Assistants (JTAs) or agro-vet service 

providers would be provided with training and certification through accredited government 

approved courses. A womenôs quota of minimum 25 per cent would be kept for the vocational 

trainings and 15 per cent for disadvantaged groups14. 

The sustainability of the outcomes of the programme depends, inter alia, on farmersô ability to 

remain profitably engaged with the value chains. Towards this, the Programme would organise 

farmers into viable, self-managed groups and co-operatives so that they can continue to 

operate as sustainable and growing businesses and also become anchors for new farmers to 

join the value chains. Drawing on the HVAP experience of promoting farmers groups and co-

operatives, and the extensive experience of developing groups and co-operatives in Nepal and 

other neighbouring South Asian countries, ASDP will support formation and strengthening of 

farmersô groups where such groups do not exist, strengthening and where necessary 

restructuring existing groups and consolidating mature groups into large scale commodity co-

operatives to facilitate scale economies for sharing services and infrastructure, accessing credit 

and taking up viable value addition activities, such as sorting, grading, etc. 

o Output 4.2 Womenôs empowerment and household nutrition. The Programme would train 

Business Literacy Facilitators (BLFs) to implement targeted interventions designed to empower 

women and adolescent girls, both within their households and in their wider communities15. 

Marginalised and female headed households would be given priority. In pursuit of improved 

                                                      
14 Dalits, Janajatis, Muslims, landless, etc. 
15 The Programme would introduce the Household Methodologies approach to womenôs empowerment. 
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nutrition, the Programme would support implementation of the government behavioural change 

communication (BCC) initiative on post-open defecation free (ODF) villages and the nutrition 

awareness programme amongst Programme-targeted communities, including linking 

households in the Programme areas into the USAID funded Suaahara. Special emphasis would 

be given to the adolescent female children. Women construction workers would be paid on par 

with their male counterparts and there would be provisions for social safeguards for the 

community infrastructure. Simple drudgery reduction technology for women would be 

introduced to the agricultural groups. 

15. Component 2, Programme Management. A PCO would be maintained in Birendranagar, 

Surkhet. The PCO would facilitate Programme implementation both by working through private and 

public-sector implementation agencies (MSPs, Municipalities, MAUs, CAESCs, Agro-vets, LRPs, etc.) 

and through more direct implementation for activities such as rural financial services. With SDC grant 

funding,  HSI will be a co-implementer of the agricultural services programme. Key Programme staff, 

based at the Programme Coordination office in Birendranagar, would include a Programme 

Coordinator, a senior agriculture officer (deputed from the State Agriculture office), a funds and 

contract specialist, an account officer and support staff, a planning officer and technical staff covering 

value chain development, engineering, institutional development, rural finance, climate change, 

gender and nutrition, monitoring and evaluation (M&E) and knowledge management (KM), and 

information technology. The Programme would also establish field teams working along the four main 

road corridors having business, engineering, social/gender, finance institution and M&E/KM skills. An 

ASDP Liaison office would be maintained in Kathmandu. The Programme would be governed by a 

Programme Steering Committee (PSC), chaired by the Secretary, MoAD.  

16. Programme Risks. Risks associated with the implementation of the proposed investment 

programme are summarised in Table 1 below.  

Table 1. Main ASDP risks and mitigation measures 

Risks 

 

Risk description Probability of 

occurrence 

 

Mitigation measures in Programme design Comparative 

sensitivity analysis 

result (Proxy) 

Economy External shocks to macro 

economy 

Medium Higher productivity and reduced cost per unit of quality 

outputs 

Costs +10% 

Benefits -10% 

Benefits lagged by 

2 years 

EIRR 11.3% 

Institutional New provincial and 

municipal administrative 

systems take time to 

stabilize 

 

High to Medium 

 

Strengthen participatory planning for agriculture and 

rural development in Programme wards, build municipal 

agriculture staff capacities and support the 

establishment of farmer institutions (MAUs and 

CAESCs) for governance and delivery of municipal 

technical services, together with the emergence more 

pluralistic extension services. 

Costs +10% 

Benefits -10% 

Benefits lagged by 

2 years 

EIRR 11.3% 

Insufficient cohesion 

within farmer groups 

affect their success 

potential  

Ineffective coordination 

between states, 

municipalities and 

agribusiness undermining 

implementation progress 

Medium Clear criteria for identifying potential participating groups 

and sound group establishment, governance and 

member responsibility training for all group members 

Support the establishment of strong, self-governing 

MSPs.  

 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 year 

EIRR 16.2% 

Sustainable use of 

Programme-financed civil 

works and Inadequate 

capacity for community-

based O&M. 

Medium Community force-account procurement of local works to 

increase ownership of the beneficiariesô;  

Community training provided on committee 

establishment, O&M, normal repair skills, as well as 

operation cost arrangement and tariff collection to 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 year 
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Risks 

 

Risk description Probability of 

occurrence 

 

Mitigation measures in Programme design Comparative 

sensitivity analysis 

result (Proxy) 

support sustainable use of the Programme -built works 

Municipality co-financing of O&M expenses. 

EIRR 16.2% 

Elite capture/ 

disadvantaged groups 

able to participate 

effectively 

Low to Medium Pro-poor investment policies and planning; 

community empowerment, particularly women and 

youth; and close scrutiny and mentoring of all 

investments. 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 year 

EIRR 16.2% 

Market Lack of technical capacity 

to respond to the 

identified needs  

Medium Market-led investment in appropriate technology; 

Development of farmer-group governed pluralistic 

advisory services 

MSP agreements link producersô groups to agri-

businesses and markets  

Costs +10% 

Benefits -10% 

Benefits lagged by 

2 years 

EIRR 11.3% 

Lower market prices for 

commodities 

 

Medium Increased and diversified production and improved 

value addition and market access through co-financed 

grants 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 year 

EIRR 16.2% 

Financial service 

providers not interested to 

invest in Programme-

targeted value chains 

Borrowers divert loans for 

other purpose 

Insufficient historic 

weather data limits spread 

and quality of insurance 

products 

Co-operatives not 

interested in 

amalgamation and 

increased business 

efficiency 

Medium Development of new banking sector capacities and 

financial products; 

Co-finance only profitable, climate adapted production 

systems and VCs; 

Farmer joint and several liability group lending approach 

applied to most agriculture production loans; 

Support Department of Hydrology and Meteorology 

(DHM) expansion of automatic weather stations in key 

Programme areas; 

There are more co-operatives in the Programme area 

than the ASDP could possibly service so the 

Programme will invite co-operatives to compete for 

amalgamation services, while impending federal 

legislation is expected to force the amalgamation of co-

operatives 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 year 

EIRR 16.2% 

Policy Farmers not treated as 

clients, but as rights 

holders by government 

agencies and agri-

business 

Climate change 

adaptation does not 

become underpin 

agricultural and rural 

development policies at 

municipal levels 

Poor municipal business 

environment does not 

provide incentive for agri-

business investments 

Medium Empower of farmers through technical training and 

group and gender awareness. Train government 

agencies in participatory development and cultural 

awareness; 

Substantive and sustained investment in policy dialogue 

at municipal level, with strong CC adaptation emphasis 

within Programme knowledge management; 

MSPs, which include municipal agencies, work 

collectively to address investment constraints. 

Costs (base case) 

Benefits -10% 

Benefits lagged by 

1 yr. 

EIRR 16.2% 

Others  Natural calamities 

including flood and 

drought lower output of 

farm production 

High Improvement of productive infrastructures and adoption 

of climate-smart technologies and varieties to advance 

production season will help ease the risk; 

Better farmer access to meteorological and market info  

Costs +10% 

Benefits -20% 

Benefits lagged by 

2 years 

EIRR 8.8% 

Damages to civil works 

built caused by natural 

Medium Ensuring climate adapted design and protection 

measures taken to avoid any predictable damages;  

Costs (base case) 
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Risks 

 

Risk description Probability of 

occurrence 

 

Mitigation measures in Programme design Comparative 

sensitivity analysis 

result (Proxy) 

disasters, like floods and 

land sliding. 

Municipalities are responsible for the repair of unusual 

damage that is beyond the communityôs ability. 

Benefits -10% 

Benefits lagged by 

1 year 

EIRR 16.2% 

17. Programme costs The total amount of the Programme, over a six-year implementation period 

is USD 68.2 million, of which USD 38.2 million (USD 28.2 million from 2016-18 PBAS and 

USD 10 million from cancelled funds of ISFP) would be financed by IFAD as a highly concessional 

loan; an IFAD grant of USD 1.8 million, an SDC grant of USD 3.0 million, GoN counterpart funds are 

estimated at USD 11.5 million (of which USD 8.3 million constitutes forgone taxes and duties); co-

financing from Municipalities for infrastructure co-financing is estimated at USD 3.4 million; private 

sector co-financing is estimated at USD 3.5 million; farm beneficiary contributions (in cash and kind), 

is estimated at USD 6.7 million. 

18. EIRR and NPV. The overall ASDP project economic net present value (ENPV) is 
USD 95.61 million at a 10% discount rate16 . The economic internal rate of return (EIRR) is 
24 per cent. The benefit cost ratio (BCR) of 1.6 indicating a return of approximately 1.6 dollars for 
every dollar invested. Both results indicate that the project is a worthwhile investment17.   

                                                      
16 World Bank current practice in Nepal. 
17 Decision criteria: ENPV > USD 0; EIRR > 10% (discount rate) and BCR > 1 
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EFA Summary Pages 

Table A ï Household Net Incremental Income for Selected Value Chain Commodities 

Project Year Household Incremental Income Selected Commodities (NPR ô000) 

OSV Low 

Hills 

Apple High 

Hills 

Goats High 

Hills 

Turmeric Walnuts Potato Mid 

Hills 

PY1 -3 -20 22 -1 -6 3 

PY2 -58 -11 -117 -32 -21 -48 

PY3 38 29 25 10 -9 -33 

PY4 60 65 32 23 -5 -20 

PY5 91 58 57 36 -3 14 

PY6 116 43 59 36 -3 51 

PY7 181 86 95 36 -3 57 

PY8 180 79 154 36 -3 63 

PY9 173 63 176 36 42 69 

PY10 + 256 107 181 2 47 76 

NPV @ 10% \1 100 81 61 65 28 36 

\1 10% discount rate equivalent to a one year retail bank deposit rate, e.g. www.nibl.com.np 26 April 2017. 

Table A.1 - Key Financial Parameters by Value Chain Commodity Household Types 

VC Household 
Type 

IRR % NPV @ 10% (NPR 
ó000) \1 

Returns per 
Family Day of 

Labour (NPR) \2 

Returns per 
Family Day of 

Labour (USD) \2 

Apple ï Low Hills 73.7 562.24 2,926 29 

Apple ï High Hills 80.5 586.97 3,411 33 

     

Ginger 50.5 309.09 1,304 13 

OSV ï Low Hills 54.9 358.49 1,270 12 

OSV ï Mid Hills 101.1 506.90 1,275 13 

Orange ï Mid Hills 86.8 566.79 2,288 22 

Potato ï Mid Hill 35.5 320.19 1,464 14 

Potato ï High Hills 35.2 325.45 1,592 16 

Timur 23.1 109.50 1078 11 

Turmeric 64.5 183.32 1,547 15 

Walnuts ï High 
Hills 

28.2 179.21 2,397 24 

Goat ï Low Hills 100.1 1,026.94 1,978 19 

Goat ï High Hills 99.2 1,444.00 2,581 25 

Milk ï Mid Hills 78.0 3,332.78 3,535 35 

Notes: 
\1 IRR and NPV derived from Farmodôs Farm Family Benefits After Financing cashflow see financial budgets Annex 2. 
\2 Year 10 WP value. 

 

http://www.nibl.com.np/
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Table B - Programme Cost and Indicators for Log Frame 

Total Project Total Costs (USD m): 68.23 Base costs: (USD m): 
56.33 

PCO 1 

Beneficiaries \1 People 131,250 Households 26,250 Groups: ~ 1,050 

Cost per targeted 
beneficiary 

USD 390 x 
person 

USD 1,949 x HH Participation rate: 75% 

Components and Cost (USD M) Selected Outcomes and Indicators 

Inclusive and sustainable 
agriculture value chains 
expanded and diversified 

18.11 Inclusive and 
sustainable agriculture 
value chains expanded 
and diversified 

26,250 value chain-linked farm 
households double their 
household income 

Market-oriented 
infrastructure functional 

15.43 Market-oriented 
infrastructure functional 

60% of households in Programme 
area reporting improved physical 
access to markets, processing 
and storage facilities 

Rural financial services 3.58 Rural financial services 
for value chain 
development 
strengthened 

150% Increase in number of 
households reporting using rural 
financial services (savings, credit, 
insurance, etc.) 

Agricultural services 13.05 Agriculture services 
sustainably support 
innovation and value 
chain development 

70% of households in Programme 
area reporting adoption of new / 
improved inputs, technologies or 
practices 

\1 Direct beneficiaries - assumes 5 persons per household and 70 per cent participation rate. 
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Table C ï Financial Analysis Assumptions 

Parameters 

Selected Outputs Av. Yield \1 Price (NPR) Selected Inputs  Price (NPR) 

Apples ï Grade A  10.8 mt/ha 55 / kg DAP 50 / kg 

Ginger 16.0 mt/ha 25 / kg Urea 40 / kg 

Turmeric - dried 2.6 mt/ha 130 / kg Potash 30 / kg 

Walnut 4.0 mt/ha 400 / kg Lime 60 / kg 

Milk 10 ltr/day 85 / kg Hired Labour 1,000 / per-day 

\1 Full development 

Table D ï Household, Beneficiaries and Phasing 

 PY 1 PY 2 PY 3 PY 4 PY 5 PY 6 

Total Households       

 Incremental  3,500   7,000   11,900   11,200   1,400   -    

 Cumulative  3,500   10,500   22,400   33,600   35,000   35,000  

Households participating \1       

 Incremental  2,625   5,250   8,925   8,400   1,050   -    

 Cumulative  2,625   7,875   16,800   25,200   26,250   26,250  

Beneficiaries participating \2       

 Incremental  13,125   26,250   44,625   42,000   5,250   -    

 Cumulative  13,125   39,375   84,000   126,000   131,250   131,250  

\1 Assuming 5 persons per household 

\2 75 per cent adoption rate 

Table E ï Economic Analysis Main Assumptions 

Parameter Value Remarks 

Official exch. rate 102 USD 1 = NPR (August 2017) 

Standard 

conversion factor 

0.91 As commonly applied in recent projects designs in Nepal. As appropriate all 

financial costs are converted into economic costs through the elimination of 

subsidies, duties and taxes. 

Value added tax 13% Included in project costs and eliminated as appropriate for conversion to 

economic costs. 

Foreign exchange Various Varies across expenditure account, accounted for in the conversion to 

economic costs 

Shadow wage rate 

factor (SWRF) 

0.85 Applied to unskilled wage rates to reflect the relative abundance of unskilled 

labor, though in some locations at some periods of year this may undervalue 

unskilled labor due to the temporary migration of labor to other parts of Nepal 

or abroad. 
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Table F - Programme Economic Cash Flow (USD ô000) 

Project Years 
(Selected) 

Total incremental 
benefits 

Total incremental econ 
costs 

Net Benefits 

PY 1  38   598   (560) 

PY 2  155   1,435   (1,280) 

PY 3  402   2,141   (1,739) 

PY 4  838   2,505   (1,667) 

PY 5  1,372   1,498   (126) 

PY 6  2,047   1,468   579  

PY 7  2,762   1,606   1,156  

PY 8  3,529   1,700   1,829  

PY 9  4,155   1,836   2,319  

PY 10  4,698   2,002   2,697  

PY 15  5,950   2,423   3,527  

PY 20  5,946   2,406   3,540  

PY 25  5,951   2,380   3,571  

    

 ENPV @ 10%   USD '000   9,752  

 ENPV @ 10%   NPR million   1,034  

 EIRR  %   24.1%  

 BCR ratio  1.57  

Graph G ïIncremental Benefit Cash Flow 
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Table H - Sensitivity Analysis 

Scenario Link to Risk Matrix Issues 

ENPV 

(USD ó000) 

Base Case 9,752 

 æ% to Base Case     

Project 
Costs       

Incrôl 
Benefits 

Benefits 
delayed by   

 

+ 10%   
Increase in the cost of inputs. 

 8,049  

+ 20%    6,346  

 - 20%  Reduced producer prices / demand. 

Infrastructure investments are not directed to areas of highest 
production potential. 

Technical coordination is not responsive to the grassroots level 
needs. 

 4,396  

 - 40%  

 (960) 

+ 10% - 10%  
Combinations of the above 

 5,371  

+ 20% - 20%   990  

Base 
Case 

Base 
Case 

1 year 
Ineffective inter-institutional cooperation & dialogue on 
development issues means financing is not disbursed in a 
timely manner to support field implementation. 

 7,318  

2 years 
 5,104  

3 years  3,092  

Base case - 20% 

1 year 
Insufficient cohesion within farmer groups affect their success 
potential  

Ineffective coordination between provinces, municipalities and 
agribusiness undermining implementation progress 

Financial service providers not interested to invest in 
Programme-targeted value chains 

Borrowers divert loans for other purpose 

 745  

2 years 

 (1,025) 

3 years  (2,635) 

+ 20% - 20% 2 years 
Climate-change and disaster impacts. External shocks to 
macro economy. 

 (2,728) 

Switching Values \1  

Costs 57 % C max in Graph H  

Benefits  -36 % B min in Graph H  

\1 Percent change in cost and/or benefit streams to obtain an ENPV of USD 0, i.e., economic viability threshold.  

Graph I ïSwitching Value Frontier18 

 

                                                      
18 As per IFAD (2015) Economic and Financial Analysis of Rural Investment Projects ï Internal Guide 
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Logical Framework 

Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

Goal:  

To contribute to the 

achievement of Nepalôs 

SDG 1 and SDG 2 targets by 

reducing poverty and 

nutrition insecurity amongst 

women and men in hill and 

mountain areas of State 6  

Á 24,000 more women in 
Programme area of 15-
49 years of age, 
consume at least 5 out 
of 10 defined food 
groups daily 
(disaggregated by 
ethnicity); 20 21 

Baseline 

score 

established 

through 

HVAP 

completion 

survey 

+10,000 +24,000 

Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP  

Development Objective: 

To contribute to the 

achievement of Nepalôs 

SDG 8 target through 

sustainable improvement in 

the income and food security 

of smallholders and 

disadvantaged rural groups22 

Á Reduction in poverty 
incidence amongst 
35,000 Programme 
households (measured 
as a lower HFIAS23 
score (disaggregated by 
gender and 
disadvantaged group) 
12:13 

Baseline 

HFIAS score 

established 

through 

HVAP 

completion 

survey 

-30 per cent -60 per cent 

Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP 

Á Socioeconomic 

conditions 

remain 

reasonably 

stable in the 

Programme area 

and climatic 

disasters are 

                                                      
19 Baseline measures for several indicators will be established through the HVAP completion survey. 
20 IFAD RIMS indicator 
21 Agriculture Development Strategy indicator 
22 Dalits, Janajatis, Muslims, youth, landless, others 
23 Household Food Insecurity Access Scale (HFIAS), (http://www.fao.org/fileadmin/user_upload/eufao-fsi4dm/doc-training/hfias.pdf) 

http://www.fao.org/fileadmin/user_upload/eufao-fsi4dm/doc-training/hfias.pdf
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Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

involved in commercially-

oriented production and 

marketing systems in 

selected high value 

agricultural value 

chains.(number of 

beneficiaries effectively 

reached assuming a 75 per 

cent success rate) 

Á 26,000 value chain 
linked farm households 
double their household 
income (disaggregated 
by ethnicity and female-
headed households) 
12;13 

0 10,000HH 

double income 

26,000 HH 

double income 

Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP 
manageable (A) 

Á Macro-economy 

continues to 

improve (A) 

Á New provincial 

and municipal 

administrative 

systems take 

time to 

stabilize (R) 

Á Business 

regulatory 

system does not 

deteriorate with 

new Federal 

structure (R) 

Sub-components 

(Outcomes): 

Sub-component 1: 

Inclusive and sustainable 

agriculture value chains 

expanded and diversified 

Á Amount of agribusiness 
and household 
investment leveraged by 
ASDP co-financing 
(USD million) 
(disaggregated by male 
and female-headed 
households and 
ethnicity) 12 

0 6.0 10.0 ASDP 

records 

Annual ASDP 
Á Municipal 

governments 

committed to 

participatory, 

market-led 

development (A) 

Á Elite capture/ 

disadvantaged 

groups unable to 

participate 

effectively (R) 
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Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

Outputs: 

1.1 Strategic Investment 

Plans prepared. 

Á 12 commodity-based 
VC strategic investment 
plans prepared 

0 12 12 ASDP 

records 

Annual ASDP 
Á Adequate skills 

available from 

local /national 

service 

providers (R) 

1.2 Agricultural value chain 

development co-financed  

Á Profitable new 
agriculture value chains 
operating in Programme 
area at project-end 
(IRR>12%) 12;13 

0 8 18 Field 

survey 

Periodic 

surveys 

ASDP Á ñMarket 

gatekeepersò and 

farmers willing to 

invest in value 

adding agri-

businesses in 

Programme 

area (A) 

Sub-component 2: Market-

oriented infrastructure 

functional 

Á Percentage of 
households in Programme 
impact areas reporting 
satisfaction with 
Programme infrastructure 
development 
(disaggregated by male 
and female-headed 
households and ethnicity) 

0 70 per cent 80 per cent Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP Á Value chain 

infrastructure 

requirements 

align with 

municipal 

investment plans 

Á Municipalities are 

willing to co-

finance 

Programme 

infrastructure 

needs 

Á Timely 

implementation 

of Infrastructure 

maintenance (R) 

Outputs: 

2.1 Co-financed public and 

community market 

infrastructure 

 

 

  

Á Kilometres of rural roads 
constructed 12 

0 30 70 ASDP 

records 

Annual ASDP 

Á Hectares of small-scale 
irrigation established 
12;13 

0 400 1,000 ASDP 

records 

Annual ASDP 
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Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

2.2 Marketable skills 

development. 

Á Number of youth and 
women trained 
(disaggregated by 
ethnicity and sex) (Zero 
at project inception) 12 

Youth; 400 800 ASDP 

records 

Annual ASDP Á Rural youth 

perceive better 

economic 

opportunities in 

urban 

environments (R) 

Women; 600 1,200 

Sub-component 3: Rural 

financial services for value 

chain development 

strengthened 

Á Increase in number of 
households reporting 
using rural financial 
services (savings, 
credit, insurance, etc.) 
(disaggregated by 
ethnicity and female-
headed households) 12 

TBD at 

HVAP 

completion 

survey 

120 per cent of 

base 

150 per cent of 

base 

Field 

survey 

Periodic 

surveys 

ASDP Á No major change 

in financial 

climate, lending 

terms (A) 

Á Financial service 

providers not 

interested to 

invest in 

Programme-

targeted value 

chains (R) 

Á Borrowers divert 

loans for other 

purpose (R) 

Outputs: 

3.1 Rural financial services 

development 

Á Number of financial 
service providers 
delivering innovative 
financial products and 
services to Programme 
groups 12 

0 10 20 ASDP 

and 

financial 

service 

provider 

records 

Annual ASDP, banks, 

MFIs, credit 

coops. 
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Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

3.2 Support to credit access Á Number of persons in 
rural areas trained in at 
least two of the following 
capacities: (i) financial 
literacy; (ii) business 
development and 
(iii) use of financial 
products and services 
(disaggregated by 
ethnicity and female-
headed households) 12 

0 15,000 35,000 Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP 
Á Insufficient 

historic weather 

data limits 

spread and 

quality of 

insurance 

products (R) 

Á Co-operatives 

not interested in 

amalgamation 

and increased 

business 

efficiency (R) 

Sub-component 4: 

Agriculture services 

sustainably support 

innovation and value chain 

development 

Á Percentage of 
households in 
Programme area 
reporting adoption of 
new / improved inputs, 
technologies or 
practices (disaggregated 
by ethnicity and female-
headed households)12;13 

0 50 per cent 70 per cent Field 

survey 

Periodic 

surveys 

ASDP Á Municipalities 

adopt ADS-

recommended 

institutions and 

approaches for 

agricultural 

service 

governance and 

delivery (A) 

Outputs: 

4.1 Participatory and 

pluralistic extension 

services and strengthened 

farmers organizations 

Á Number of CAESCs in 
Programme Wards 
delivering publicly and 
privately funded 
services to producers  
through pluralistic 
extension providers 
(disaggregated by 
funding source) 12 

0 100 400 ASDP 

records 

Annual ASDP Á Technical service 

support system is 

pluralistic and 

responds to the 

grassroots level 

needs (A) 
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Results Hierarchy 

Indicators Means of Verification 
Assumptions (A) / 

Risks (R) 
Name Baseline19 Mid-Term End Target Source Frequency Responsibility 

Á Number of new farmer 
groups linked to VCs 12 

0 300 1,200 ASDP 

records 

Annual ASDP 

4.2 Womenôs empowerment 

and household nutrition24 

Á 40 per cent 
improvement in 
Womenôs empowerment 
in agriculture index in 
Programme supported 
households. 12 

Baseline 

score 

established 

through 

HVAP 

completion 

survey 

110 per cent of 

base 

140 per cent of 

base 

Field 

survey 

Mid-term 

and 

completion 

surveys 

ASDP Á Programme-

promoted 

methodologies 

for womenôs 

empowerment 

successfully 

applied (A) 

 

                                                      

24 The IFPRI-developed Womenôs empowerment in agriculture index measures the roles and extent of womenôs engagement in the agriculture sector in five domains: (i) decisions about agricultural 

production; (ii) access to and decision-making power over productive resources; (iii) control over use of income; (iii) leadership in the community; and (iv) time use. 
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I. Strategic context and rationale 

 Country and rural development context 

 Economic Development. Economic growth began to slow in Fiscal Year (FY) 2013/2014, 

principally due to depressed agricultural production and low investment and then fell sharply to 0.6 per 

cent in 2015/16 due to the earthquake disaster and an economic blockade. It is now projected to pick 

up substantially to 4.6 per cent in 2016/17 and then to 4.8 per cent in 2017/18, due to both stronger 

agricultural sector performance and the ongoing reconstruction effort, which will also generate higher 

levels of investment and support domestic consumption25. Agriculture accounts for almost 1/3rd of 

GDP. Agricultural sector growth in FY2012 reached 4.6 per cent, but sector performance then fell to 

1.1 per cent in FY 2013 due to a combination of weak monsoons, inadequate supply of agricultural 

inputs during the peak planting seasons, rose slightly to 2.9 per cent in 2014 in response to better 

monsoon rains, and back to 1.9 per cent in 2015due to the earthquake disruption. Agriculture is 

expected to grow in 2017 on the back of average monsoon rainfall. Growth in the industrial sector 

(which accounts for about 13 per cent of GDP) has historically been held back by a lack of adequate 

electricity and other supply-side bottlenecks. The 2015 earthquake further slowed industrial activities, 

with the severely affected districts accounting for about 20 per cent of total manufacturing 

establishments, manufacturing jobs, and manufacturing value-added in the country. Similarly, nearly a 

quarter of the total hydropower produced in the country is affected by the earthquake. Industrial 

growth in 2016 was projected to be -6.3 per cent. There has, however, been significant growth in the 

services sector in recent years, strengthened by the continuing growth in remittance transfers. It is 

projected that services output will grow by an average annual rate of 5.6 per cent in 2016/17 and 

2017/18 as the sector recovers from the adverse effects of the 2015 earthquakes.  

 Strong consumption growth rather than investment is driving economic activities, with both 

public and private investment weak in 2016, with private sector investment particularly constrained by 

the high level of policy uncertainty. Private sector investment is expected to improve in 2017 and 

several large infrastructure Programmes are likely to accelerate economic growth in coming years26. 

Despite the timely approval of the budget, key capital Programmes have not moved as anticipated, 

demonstrating shortcomings in preparation and implementation that affect the broader capital 

Programme portfolio of the government. Owing to high spending pressures, the budget will remain in 

deficit in fiscal years 2016/17 and 2017/18 (July 16th-July 15th). However, improving revenue 

collection will keep the budget shortfall at a manageable level. Consumer prices will rise by an 

average of 8.4 per cent a year in 2017-18, as food price pressures will remain high. Supply 

disruptions, owing to the country's poor road infrastructure and the impact of the 2015 earthquakes, 

will continue to put upward pressure on prices. Import price inflation will also be strong in the forecast 

period. 

 The World Bank has advised government that, for growth to accelerate, government will have 

to reduce constraints to public and private investment. Their key recommendations include: 

(i) addressing systemic weaknesses in the budget preparation and execution processes, including a 

closer alignment between policy priorities and budgetary allocations; (ii) amplifying good governance 

initiatives, including more independent audits and strengthened parliamentary processes; 

(ii) developing strategic infrastructure, particularly in the transport sector; and (iv) initiating reform in 

the power sector. 

 Agriculture development. Nationally, agriculture suffers from low investment,  as a result of 

which there is inadequate commercialization and modernization. Two-thirds of people in the labour 

force are engaged in agriculture production, but the majority are unskilled and lack knowledge on 

                                                      
25 Economist Intelligence Unit: Nepal Country Report, 1st Quarter 2017 
26 China will fund a US$1.6bn hydropower project in western Nepal. The West Seti River project, approved by the 

Nepali authorities in April 2015, will be the largest ever scheme financed by foreign direct investment in Nepal, with 

completion expected by 2022. China also plans to extend its Tibet railway to the Nepali border by 2020. 
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updated cultivation practices. The sector largely depends on the monsoon, while access to modern 

inputs and extension service is limited and relatively poor in quality. Underemployment is a serious 

problem with many young people leaving farming for foreign employment.  

 An Agricultural Development Strategy (ADS)27, supported by a broad donor coalition, which 

aims to guide the agricultural sector of Nepal over the next 20 years, was approved in 2014. The ADS 

envisages a profound shift in the Nepalese economy, from one primarily based on agriculture to an 

economy that derives most of its income from services and industry. The strategy envisages ñA self-

reliant, sustainable, competitive, and inclusive agricultural sector that drives economic growth and 

contributes to improved livelihoods and food and nutrition security.ò This will be achieved through 

substantial growth in the sector and agro-based exports, underpinned by four strategic pillars of 

agriculture development: governance, productivity, commercialization and competitiveness, while 

promoting: (i) inclusiveness (both social and geographic); (ii) sustainability (both natural resources 

and economic); (iii) development of the private and cooperative sectors, and connectivity to market 

infrastructure (e.g. agricultural roads, collection centres, packing houses, market centres); (iv) 

information infrastructure and ICT; and (v) power infrastructure (e.g. rural electrification, renewable 

and alternative energy sources). Over a 20-year period it envisages agricultural growth rising from the 

current 3 per cent, to 6 per cent per annum, driven by a 400 per cent expansion in irrigated area, a 

400 per cent improvement in soil organic matter and associated 50 per cent reduction in degraded 

land, a 250 per cent expansion in agricultural land productivity and a significant increase in womenôs 

ownership of land (from 10 per cent to 50 per cent). This growth is expected to lead, over 20 years, to: 

a 5 per cent surplus in food grain self-sufficiency from a 5 per cent deficit; an 800 per cent increase in 

agricultural exports; the more than doubling of returns to agriculture labour; and a reduction of rural 

poverty from 35 per cent to 10 per cent. 

 Climate risk. The climate of Nepal varies significantly from one region to the next because of 

the wide variation in altitude. The variable geo-climatic conditions, unplanned settlements, 

degradation of natural resources and growing population pressure make the country increasingly 

vulnerable to extreme climate events and climate change (CC). Climate model projections indicate 

that the average annual temperature in Nepal will rise and will vary both spatially and temporally. The 

annual mean temperature is expected to increase by an average of 1.2Á C by 2030, 1.7Á C by 2050 

and 3Á C by 2100 compared with the pre-2000 baseline. Several studies show higher temperature 

increment projections for winter than for the monsoon season. There is also evidence of more 

frequent intense rainfall events, more flood days, more variable river flows, erosion and landslides. 

Warmer winters, particularly at higher altitudes, may mean that less precipitation falls as snow, further 

accelerating glacial retreat but also reducing soil moisture and accelerating erosion and, therefore, 

having an impact on winter crops. Warming also leads to early blossom of fruits trees and higher 

parasite/pest attacks, but increases the altitude at which vegetables can be grown. Greater 

unreliability of dry season flows poses a potentially serious threat to water supplies in the lean 

season. These projected changes are consistent with a range of climate models and are predicted to 

continue.  

 Poor and marginalized people are especially vulnerable to climate variability and change. They 

generally are the least able to cope with disaster, live in the most at-risk areas and have limited 

information, knowledge and resources to help reduce their level of risk. The predicted impacts of 

climate change (CC) will intensify existing vulnerabilities, inequalities and exposure to hazards. In the 

agriculture sector, smallholder producers face the greatest risk. They tend to own few livelihood 

assets such as land and livestock, receive a low income, and have a low level of education and 

limited access to community and government services. They are also likely to be dependent on rain-

fed agriculture and occupy land that is prone to floods, drought and landslides. Many of Nepalôs poor 

farmers occupy small parcels of land that barely produce enough food for the family. They rely more 

                                                      
27 It is expected that the ADS will be revised to positively respond to the federalization process of Nepal.  The ASDP 

Design and implementation arrangements, after revisions to the ADS, will be revised to ensure consistency and 

compatibility. 
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on local natural resources such as forests and water and will therefore suffer the most from the drying 

up of local water sources and changes in vegetation cover. 

 The Government prepared its National Adaptation Programme of Action (NAPA) in 2010, which 

led to the formulation of the Local Adaptation Plan of Action (LAPA) framework in 2011. The Nepal 

NAPA describes 9 priority activities, including: (i) promoting community-based adaptation through 

integrated management of agriculture, water, forest and biodiversity; (ii) building and enhancing 

adaptive capacity of vulnerable communities; (iii) community-based disaster management for 

facilitating climate adaptation; (iv) Glacial Lake Outburst Flood monitoring and disaster risk reduction; 

(v) forest and ecosystem management in supporting climate-led adaptation innovations; (vi) Adapting 

to climate challenges in public health; (vii) ecosystem management for climate adaptation; 

(viii) empowering vulnerable communities through sustainable management of water resource and 

clean energy supply; and (ix) promoting climate-smart urban settlements.  The preliminary estimate 

for NAPA implementation is about USD 350 million. 

 Nepal has prepared a national framework for development of Local Adaptation Plans for Action 

(LAPAs), which supports the operationalization of the NAPA priorities by facilitating the integration of 

CC resilience into development planning processes and outcomes from local-to-national levels. The 

LAPAôs purpose is to: (i) enable communities to understand the changing and uncertain future climatic 

conditions and effectively engage them in the process of developing adaptation priorities; 

(ii) implement climate-resilient plans that are flexible enough to respond to changing and uncertain 

climatic conditions (no regrets approach); and (iii) inform sectoral programmes, and catalyse 

integrated approaches between various sectors and sub-sectors. The LAPA ensures that the process 

of integrating CC resilience into national planning is bottom-up, inclusive, responsive and flexible. 

Diverse entry points including agriculture, forestry, public health, water and sanitation, watersheds and 

micro-finance are used to assess the ways climate resilience can be strengthened. 

 Rural poverty. Poverty in Nepal is primarily a rural problem, and it is strongly associated with 

gender, ethnicity, caste and region. It is highest in the mid-western and far-western development 

regions, though there are pockets of poverty nationwide. The Human Poverty Index (HPI) value for 

Nepal in 2011 is 31.12. Nationally, the HPI fell by 8.5 points between 2001 and 2011, or 21.4 per cent.  

There are variations by rural and urban residence, and by ecological and development regions. 

Urban-rural differences are considerable, with rural poverty nearly 1.8 times higher than urban 

poverty. Among ecological regions, the HPI is lowest in the Hills at 29.20 and highest in the Mountains 

at 38.51. Among the development regions, the value is lower than the national average only in the 

Western region at 27.20 and the Eastern region at 29.22. The Mid Western region has the highest 

rank at 36.63, which is 1.3 times higher than that of the Western region (State 6). High levels of 

human poverty in the Mid-Western and Far Western regions reflect deprivations in health, education 

and sanitation. Dailekh, Kalikot, Jajarkot and Salyan, in the Mid-West are amongst the poorest 

districts. 

 The Human Development Index (HDI) score for Nepal in 2011 was 0.458, the lowest ranking 

among the countries of the South Asian Association for Regional Cooperation (SAARC), aside from 

Afghanistan. Despite Nepal ranking second in terms of life expectancy at birth and improvements in 

education indicators, the countryôs HDI score is depressed by the low level of per capita income. HDI 

calculations among the ecological regions show the Hills as having the highest HDI value at 0.520, 

compared to the Terai at 0.468 and the Mountains at 0.440. Within the development regions, the 

Central region, at 0.510, ranks at the top, followed by the Western, Eastern, Mid-Western and Far-

Western regions. The Far-Western region at 0.435 and the Mid-Western region (State 6) at 0.447 

have the lowest HDI values, reflecting very low scores in all three dimensions of life expectancy, 

education and income. Within the mid-west (State 6), Kalikot, Jajarkot and Rolpa districts have HDI 

scores below 0.4, while Dailekh, Rukum and Salyan have scores below 0.449. The 2011 urban-rural 

gap in HDI, at 19.7 per cent, is large, reflecting persistent discrepancies in income and education 

between urban and rural areas. 
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 Inequalities in human development by gender, caste and ethnicity have been noted since the 

first Nepal Human Development Report in 1998. These remain pronounced, despite some evidence 

that they may be reducing over time. Among the four major caste and ethnic clusters ð the 

Brahmans/Chhetris, the Janajatis, the Dalits and the Muslims ð the Brahmans/ Chhetris rank at the 

top with an HDI value of 0.538, followed by the Janajatis (excluding the Newars) at 0.482, the Dalits at 

0.434 and the Muslims at 0.422.  

 Food insecurity remains a key concern, with 38 per cent of children under 5 years old stunted, 

and 11 per cent wasted. Malnutrition rates vary geographically. There are more stunted children in 

rural areas than in urban ones. All rates are highest in State 6, with 50 per cent stunting, 37 per cent 

underweight and 11 per cent wasted. The target on the first Millennium Development Goal (MDG) on 

hunger (goal 1, target 1C) was further out of reach in Nepal than the targets for any other MDGs28.  

 Despite this scenario, Nepal has made significant progress in achieving its MDGs. The majority 

of health-related MDGs have already been achieved, or are on track to being achieved, except two 

indicators in MDG 5, the contraceptive prevalence rate and the unmet need for family planning, and 

one in MDG 6, the proportion of the population with advanced HIV receiving antiretroviral combination 

therapy (ART). The targets related to poverty and hunger, universal primary education, gender 

equality and womenôs empowerment, are also likely to be achieved by 2015, and though the targets 

concerning environmental sustainability and global partnership are unlikely to be achieved in totality, 

lessons to facilitate their achievement have been learnt. 

 Gender and Development. In Nepal, the Gender Development Index (GDI) is highest for the 

Hills at 0.515, followed by the Terai at 0.458 and the Mountains at 0.430. Among the development 

regions, a picture similar to that of the HDI emerges. The Central region, at 0.503, has the highest 

GDI value, followed by the Western region at 0.491 and the Eastern region at 0.481. The Far-Western 

and Mid-Western regions have the lowest values at 0.423 and 0.442, respectively, primarily due to low 

life expectancy and adult female literacy. Nationally, there is an 18 per cent improvement in the 

Gender Development Index (GDI) score between 2001 and 2011. GDI improvement is above the 

national average in the Mountains at 34.1 per cent, the Mid-Western region at 29.3 per cent and the 

Far-Western region at 27.5 per cent. The value of the Gender Empowerment Index (GEM) for Nepal 

for 2011 is 0.568. Among ecological regions, the Mountains has the lowest value at 0.483, while the 

Hills has the highest at 0.572. Among development regions, the Eastern region has the highest GEM 

at 0.575, followed by the Central and Western regions. This pattern varies from that of the GDI, with 

the Far-Western region (State 6) having the lowest GEM value of 0.523, primarily due to its low share 

of women in administrative and professional positions. 

 Poverty and gender. Women are becoming the leading labour force in agricultural production 

and they are actively involved in rural development, with or without recognition. Women headed 

households now form 26 percent of rural households. Despite recent progresses made in their socio-

economic conditions, women are among the most vulnerable as they are most likely the ones staying 

home to take care of elders and children, farming and other duties while their husbands migrate and 

work outside Nepal. Women suffer structural discrimination due to a lack of access and control over 

means of production, space and voices in the policies and program planning, and implementation, 

monitoring processes of State provisions. Women constitute more than 60 per cent of the agricultural 

labour force, but have limited access to land, production technology and training. Many rural women 

live in extreme poverty without any means of improving conditions for themselves and their families. A 

significant gap remains between women and men in terms of access to health care, nutrition, 

education and participation in decision-making. Illiteracy is far more prevalent among women than 

men, particularly in rural areas. 

                                                      
28 This report refers to Nepalôs achievement of the MDGs, which were replaced by Sustainable Development Goals 

(SDGs) January 2016. Nepalôs baseline SDG report was published in June 2017 and no progress against SDGs is yet 

available. The Programme will deliver inputs relevant to Nepalôs attainment of SDG 1 (No poverty), SDG 5 (Gender 

equality), SDG 8 (Decent work and economic growth), and SDG 9 (Industry, innovation and infrastructure, and, to a 

lesser extent SDG 13 (Climate action). 
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 Rationale 

 The justification for the ASDP stems from a number of elements: (i) a favourable policy and 

institutional framework originated by the new Constitution of Nepal and the 2014 ADS, which places 

greater emphasis on market (value chain)-driven agriculture development; (ii) a significant stock of 

knowledge on value chain development produced by a number of projects, most of which will be 

completed during 2018, as a source of good practices and lessons learnt for this new operation; 

(iii) the opportunity of scaling up the successful HVAP approach through its replication of proven value 

chain interventions in a larger, including more remote, geographic area (enabled by improved rural 

infrastructure, notably the expanding district road corridors) and by further expanding the outreach of 

the activities underway, while ensuring the sustainability of development results.  

 The ñtheory of changeò of the ASDP (Figure 1) is based on a fundamental premise that a 

market-driven approach is needed to help smallholder producers sustainably increase their income 

and improve their livelihood (food security and nutrition). It is also underpinned by the evidence from 

HVAP that the ñadditionalityò of investor co-financing leads to investments that are larger in scale, of a 

higher quality, take place more quickly, take place at targeted locations, or takes place at all as a 

result of intervention. The development hypothesis, therefore, is that smallholder producers and 

disadvantaged rural groups involved in commercially-oriented production and marketing systems, 

through tailored technical, infrastructural, financial and organisational support will benefit from being 

included in a sustainable and profitable way in selected, profitable and sustainable agriculture value 

chains through business relationships with other private actors (traders, processors, exporters etc.) in 

order to meet market demands and, overall, contribute to national agricultural growth. This is 

operationalized by: (i) facilitating a process through which the actors operating in the same sub-sector 

(private agribusiness, more or less organized farmers, service providers, public sector) and related 

value chains can develop a common vision, build trust among them and identify concrete business 

proposals in response to clear market opportunities; (ii) strategically combining public and private 

sector funds and advice to address smallholdersô and agribusiness needs in terms of access to 

market, technology, organization and scale, good agricultural practices, and affordable credit; (iii) 

reducing production and transportation costs and post-harvest losses through expanded and 

improved network of trails and village/farm roads, irrigation facilities and community-based market 

infrastructure; and (iv) developing the capacity of service providers at the local level to make timely 

quality services available to value chain actors.
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Figure 1. Theory of change diagram 
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 The ASDP will commence at an important juncture in Nepalôs shift to a federal-state structure 

under its new constitution. This process has seen the number of rural administrative units reduced by 

up to 80 per cent, the removal of districts as an administrative entity, a direct administrative line 

between state governments and their local governments and direct budget transfers from treasury to 

local governments29. In line with this constitutionally-driven restructuring, and the recommendations of 

the ADS, the agricultural sector is likely to see the consolidation of its sector-specific ministries (e.g., 

agriculture, co-operatives, livestock and land) and a shift in the responsibility of the consolidated 

Ministry from service delivery to planning, policy formulation, regulatory control and monitoring and 

evaluation. It is expected, with the establishment of the appropriate structures and governance at the 

State and Local Governments, ASDPôs implementation in time, would be under the purview of State 6.  

This will be accompanied by increased farmer participation in the planning, decision making, 

implementation, and monitoring of the strategy through MAUs and CAESCs. These developments are 

consistent with a more market-driven agriculture development approach as demonstrated under the 

HVAP, with increasing dependence on private sector rather than in public sector input and technical 

support services. Overlaying these reforms are the challenges of the feminization of Nepali agriculture 

due to rural male exodus, a high level of malnutrition in rural areas and the growing climate risk. 

 The proposed investment will benefit from and support the new constitutional framework. The 

identification of potential value chain investments will be made in close collaboration with agribusiness 

investors, smallholder farmer producers, local service providers and municipal and ward governance, 

through the HVAP-proven Multi-stakeholder Platform convened by the elected DDCs. The 

identification of value chain ñgatekeeperò investors and participating clusters of farmers will be based 

on those value chain actorsô preparedness to invest in its development, but will be closely aligned with 

municipal and ward development plans and the national ADS. Once key stakeholders (agri-

businesses, smallholder producers, and technical and financial service providers) have committed to 

investing in a value chain, the ASDP would work through municipal and ward governing bodies to co-

finance the establishment of supporting infrastructure and public/private service provision, which 

would be built around their respective annual and medium-term investment plans. While MoF 

regulations require that the loan financing of resulting investments flow through the ASDP, the 

Programme will revise its disbursement strategies in accordance with prevailing GoN regulations, 

including devolution of conditional funding for activities implemented by the municipality, on 

completion of a fiduciary due diligence of the municipality as a cost center.  

 With only a small proportion of agriculture production in Nepal flowing through structured value 

chains, including in the HVAP catchment districts, there is ample scope for adding value to farm 

products, improving productivity and quality and expanding markets. Building on HVAP successes, 

the ASDP proposes to expand the HVAP Project area from 6 to 10 districts in State 6, in parallel with 

an expanding district road network, while better integrating Programme processes into local 

administrative systems and public and private services. The Programme will also deepen/intensify 

engagement within the continuing six (6) HVAP districts to more remote communities,  linked to an 

expansion of formal and informal district and village roads and village trails in those districts. The 

holistic, value chain-led approach will facilitate the development of a common vision among the actors 

working in a same sub-sector, building trust among them and enabling more effective business 

relationships between agribusiness and producer groups and co-operatives, as well as building the 

capacity of these actors, across different value chains, to efficiently meet customersô quality and price 

expectations. This will be supported by modest risk-compensating, Programme supported, co-

investment that will be progressively replaced by financial services as banking and MFI lending 

capacity and innovative value chain-oriented loan and risk management products are developed with 

Programme support. Specific strategies will be implemented for poor household and landless rural 

resident participation in value chains. Through co-financing of public and collective goods market-

oriented infrastructure, the ASDP will avail rural households with the physical resources needed to 

engage in climate-adapted high value agriculture production and marketing (multi-use water supply, 

                                                      
29 Except currently for Donor funded projects per the circular of the Ministry of Finance 
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small-scale irrigation, village-to-farm and village-to-road head access, commodity storage, markets, 

etc.). Programme support to the planned restructured extension system under the new Federal 

administrative system will empower communities to both coordinate public extension delivery and 

develop local, private fee-based advisory services, including farmer-to-farmer (F2F) and enterprise-to-

farmer (E2F) advice. These developments will be enveloped by programmes supporting climate 

change adaptation and womenôs inclusion, with women forming 2/3rds of beneficiaries, and improved 

household food access and nutrition awareness. 

II. Programme description 

 Programme area and target group 

 The Programme will be implemented in Surkhet, Dailekh, Salyan, Jajarkot, Kalikot, Jumla, 

Mugu, Dolpa, Humla and Rukum (western) districts in State 6 of Nepal. The four highlighted districts 

are incremental to the HVAP area and will be integrated into the Programme in line with the 

development of the (i) Chhinchu-JajarkotïDolpa; (ii) Surkhet-Kalikot-Jumla-Mugu; (iii) Surkhet- 

Dailekh road corridors; and (iv) Mid-hill highway. The Programme will commence immediately in the 

six existing HVAP districts and in Mugu and Rukum. Only sub-component 4 activities will commence 

in Dolpa and Humla initially and the rest will be  integrated as the road access improves The PCO will 

be based at Birendranagar in Surkhet district, while three corridor-based coordination units will be 

established for technical backstopping, field level coordination and programme monitoring and 

supervision (See road corridor map in Appendix 2, Annex 3). 

 The Programme will target smallholder producers and landless rural people (value chain labour, 

small livestock, etc.) interested to engage in targeted value chain activities. HVAP experience 

indicates that this is a very inclusive process with most households in HVAP-supported hamlets and 

villages progressively participating in value-chain linked production and processing activities. Women 

will form 2/3rds of the Programme beneficiaries and disadvantaged households including Dalits, 

Janajatis, Muslims, youth, landless and other disadvantaged groups will be specifically targeted for 

Programme inclusion (25 per cent target). The Programme will develop specific mechanisms for poor 

households to be able to join appropriate value chains, however, poor and marginalised households 

will also benefit from expanding local agriculture employment opportunities associated with value 

chain-driven growth. It is expected that the ASDP will serve around 35,000 direct beneficiaries 

(producers households and agri-industry entrepreneurs and employees) and around 40,000 indirect 

household beneficiaries (through public infrastructure, financial services and agricultural services 

development). HVAP beneficiaries will not be eligible for grant co-financing under the ASDP. The 

Programme year 3 and 4 will see a surge in the interventions when the maximum number of groups 

will be formed or included. Table 2 below provides the household coverage of HVAP and the new 

Programme areas (additional districts in italics). 

Table 2. Household coverage of HVAP and proposed ASDP Programme areas 

District Total 

Households 
HVAP covered households 

Proposed new 

ASDP households 

Dalits Janajati Other 

Caste 

Total 

covered 

 

Acham 9,703 158 37 690 885 0 

Dailekh 48,590 213 94 1,506 1,813 5,040 

Jajarkot 30,488 777 477 1,535 2,789 5,100 

Jumla 19,291 127 5 13,35 1,467 2,250 

Kalikot 22,738 189 1 1,618 1,808 3,210 

Salyan 45,958 193 286 655 1,134 4,920 

Surkhet 72,863 860 1,182 2,731 4,773 3,840 

Dolpa 7,466     1,560 

Mugu 9,600     3,210 
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Humla 9,455     1,530 

Rukum 42,588     4,500 

TOTAL 318,740 2,517 2,082 10,070 14,669 35,160 

 Development objective and impact indicators 

 The Goal of the Programme is to: To contribute to the achievement of Nepalôs SDG 130 and 

SDG 231 targets by reducing poverty and nutrition insecurity amongst women and men in hill and 

mountain areas of State 6.  

 The indicator of Programme success at goal level is:  

¶ 24,000 more women in Programme area of 15-49 years of age consume at least 5 out of 

10 defined food groups daily (disaggregated by ethnicity); 

 The Development Objective (DO) is to: : contribute to the achievement of Nepalôs SDG 832 

target through sustainable improvement in the income and food security of smallholders and 

disadvantaged rural groups33 involved in commercially-oriented production and marketing systems in 

selected high value agricultural value chains. 

 The indicators of Programme success at DO level are: 

¶ Sixty per cent reduction in poverty incidence in 35,000 Programme households 

(measured as a HFIAS34 score of 7.0 or lower (disaggregated by gender and 

disadvantaged group); 

¶ 26,000 value chain linked farm households double their household income 

(disaggregated by ethnicity and female-headed households). 

 Components/Outcomes 

 The Programme will have two components: (i) Value chain development, and (ii) Programme 

coordination. 

Programme Components 

 Component 1, Value chain Development, will include four Sub-components (Outcomes): 

(i) Inclusive and sustainable agriculture value chains expanded and diversified; (ii) Market-oriented 

infrastructure functional; (iii) Rural financial services for value chain development strengthened; and 

(iv) Agriculture services sustainably support innovation and value chain development. Component 2, 

Programme Coordination, will have a single outcome: Stakeholders manage and integrate 

Programme outcomes creatively, efficiently and effectively. 

Sub-component 1: Inclusive and sustainable agriculture value chains expanded and 

diversified 

 This sub-component (outcome) will identify financially and economically profitable agricultural 

value chain investment opportunities in the Programme area and provide risk-based co-financing and 

institutional, technical and capacity building support to strengthen value chain cohesion and 

stakeholder profits. The indicator of successful Programme intervention is: 

¶ Amount of agribusiness and household investment leveraged by ASDP co-financing 

(USD million) (disaggregated by male and female-headed households and ethnicity). 

                                                      
30 No poverty 
31 Zero hunger 
32 productive employment and decent work 
33 Dalits, Janajatis, Muslims, youth, landless, others 
34 Household Food Insecurity Access Scale (HFIAS), (http://www.fao.org/fileadmin/user_upload/eufao-fsi4dm/doc-

training/hfias.pdf) 

http://www.fao.org/fileadmin/user_upload/eufao-fsi4dm/doc-training/hfias.pdf
http://www.fao.org/fileadmin/user_upload/eufao-fsi4dm/doc-training/hfias.pdf
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 This outcome will include two outputs: (i) identify and assess profitable high-value agriculture 

value chains; and (ii) co-finance agricultural value chain development: 

 Output 1.1: Identify and assess profitable high-value agriculture value chains. This output 

includes two activities: (i) Strategic investment plan (SIP); and (ii) DCC-convened Multi-Stakeholders 

Consultative Platform: 

o Strategic investment plan: To identify profitable, climate change adapted value chain 

development pathways, the Programme will conduct a comprehensive financial, economic 

and value chain analysis of both existing (to confirm their continuing financial and economic 

viability) and potentially new value chains and associated wholesale markets covering both 

additional products in the existing HVAP districts and key agricultural products in the new 

Programme districts. As part of this analysis, constraints to private sector investment in the 

region will be assessed with a view to improving competitiveness and the environment for 

doing business. For each selected commodity, a SIP will be prepared, including all potential 

activities within the value chains inherent in that commodity segment. In addition to the six 

(6) economically and financially viable value chains established under the HVAP35, the SIP 

will also evaluate, inter alia, milk, citrus fruit, walnut, seed potato, honey and high nutrition 

crop (grain legume, finger millet, buckwheat etc.) value chains.  

The SIP process will involve seven (7) steps including: (i) background research on the 

chosen commodity/crop by reviewing websites and other secondary sources of information; 

(ii) identification of the preliminary MSP stakeholders for the value chains being tested; 

(iii) mapping of the commodity/crop sectors in State 6 municipalities; (iv) prepare, with MSP 

support, a table listing the structural and dynamic factors in the value chain including 

identifying a scaling up strategy; (v) identifying supporting rural infrastructure and financial, 

technical and social services required to underpin value chain development; (vi)prepare a 

financial and economic analysis of each of the key value chains; and (vii) in partnership with 

the respective MSPs, conduct workshops to vet the findings of the analysis and discuss 

potential strategy addressing constraints and facilitating  competitiveness. The SIP process 

will include a robust gender analysis and an assessment of constraints to private sector 

investment in State 6, with a view to improving provincial competitiveness and the 

environment for doing business. The selected commodities/value chains will be chosen 

based on their having: (i) significant potential for involving rural households, particularly 

disadvantaged households, in incremental production, value addition and job creation; 

(ii) available technologies for improved productivity; (iii) reasonably assured national or 

regional markets; and (iv) potential for export and/or import substitution. (See Appendix 4, 

Annex 1 for detailed ToRs). 

o DCC-convened Multi-Stakeholders Consultative Platform. The strength of a value chain is 

largely determined by a shared vision and effective communication between the value chain 

stakeholders. The Programme will facilitate the establishment of MSPs to support the 

development of specific value chains. MSPs will also inform the SIP process. MSPs will 

bring together the key stakeholders, including farmer representatives, private sector actors 

(traders, processors, input suppliers, investors, finance institutions) and government actors 

(state and municipal governance, research, extension) engaged in the development of 

specific value chains, with a view to strengthening private and public-private relationships 

across the value chains, promoting innovation and providing a conducive 

environment/space for the brokerage of business and financial agreements between value 

chain stakeholders. While initially convened by the DCC, MSPs will be assisted to become 

self-governing and to align with State-level and Municipal institutions as they establish. 

                                                      
35 apple, ginger, goats, off-season vegetables, timur and turmeric 
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 Output 1.2: Co-financed agricultural value chain development. This output will include three 

activities: (i) co-investment both on farm and at agribusiness level; (ii) value chain-led participatory 

and applied technology development; and (iii) tailored multi-disciplinary capacity building. 

o Co-investment both on-farm and at agribusiness level. The Programme will establish a 

competitively allocated Value Chain Development Mechanism (VCDM) providing risk-based 

co-financing to catalyse private investments by agri-enterprises and farm households into the 

SIP-prioritised value chains, with particular attention paid to the inclusion of poor, 

disadvantaged and women-headed households in the value chain catchment area. The level 

of co-investment will vary by location and purpose, priced to reflect the measured risk to the 

"innovator" investors, but not set at levels that are likely to distort markets. Once ñinnovatorò 

co-investments are proven to be commercially viable, both in hilly and mountainous 

environments, direct incentive co-investments for that value chain segment will be phased 

out. The percentage of co-investment offered and other terms will be actively monitored and 

revised if necessary based on actual uptake. The competitive co-investment allocation 

process will reward enterprise and farmer group business proposals that offer higher levels of 

own contribution, better value addition and greater engagement of disadvantaged people. The 

Programme will work closely with province and municipal authorities to align VCDM co-

financing with other GoN support for value chain-driven agri-business development.  

Agri-business co-financing. The VCDM agri-business facility will co-finance, on a competitive 

basis, up to 30 per cent of total investment cost of SIP-identified and PCO/IFAD approved 

agribusiness investment proposals, with the remaining investment being contributed by the 

benefitting business. VCDM co-financing will be awarded for capital investments in civil works, 

equipment (processing, packaging, energy generation or environment protection), 

transportation and marketing, related directly to the core activity of the investor. Up to 20 per 

cent of VCDM co-financing awards will be available for the purchase of supporting services 

(business development services (BDS), legal, technical, marketing, standards, farmer 

extension, etc.) for the planned value chain investment. Co-financing will start at USD 15,000 

as a minimum and reach up to USD 100,000 as the maximum. In cases where the potential 

export/import substitution and social impact of the proposed activity is extremely high and/ or 

the investment is pivotal for developing the respective commodity in the State, the maximum 

VCDM co-financing could, with IFAD approval, be up to 250 per cent of the aforementioned 

cap. In the case of production of new commodities, the PCO could approve production trials 

using less than USD 15 000 co-financing, but otherwise follow the same requirement as the 

mainstream VCDM investments. The enterprise in-kind contribution should not exceed 50 per 

cent of total enterprise contribution (i.e. 50 per cent of 70 per cent) with the balance paid in 

cash or through a line of credit. The ASDP will provide approximately USD 5.0 million 

(including 70 per cent beneficiary co-financing) for agri-business financing.  

VCDM applications with higher levels of own contribution, that target higher numbers of poor, 

near poor or women-headed households and are climate-change responsive will be assessed 

as more competitive. Only legally registered cooperative societies and companies of at least 

12 months standing will be eligible to apply for VCDM agri-business co-financing. Entities that 

are the subject of bankruptcy, criminal investigation, fraud or corruption or are in default of 

contractual agreements will be ineligible. VCDM supported agri-business investment must be 

within State 6. 

Investment proposals will be accepted throughout the year. The VC team will be responsible 

for the preliminary assessment and short-list of the eligible proposals based on the pre-

defined criteria and arranging field verification. Plans involving ASDP co-financing of less than 

USD 25,000 will also be assessed by the VC team against defined selection criteria (See 

Appendix 4, Annex 2) who will make a recommendation to the Project Coordinator (PC) for 

Programme financing. Respective DCCIs and also line departments will be invited for 

consultation where required. Co-financing applications for >USD 25,000. will be referred to a 
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Business Plan Assessment Panel consisting four independent experts, who will prepare a 

recommendation for financing to the (PC. For co-financing awards >USD50,000, the PC will 

seek IFAD no-objection to the co-financing, contingent on which the PC will approve the 

disbursement. 

Farmer group co-financing. Farmer groups, together with eligible co-operatives, will be 

entitled to apply for competitively allocated, value chain-linked co-financing supporting both: 

(i) the alignment of their agriculture production systems with emerging value chains; and 

(ii) the adoption of climate adapted technologies and practices. Farmer group co-financing 

could cover: (i) initial capital investment costs; (ii) upgraded farming inputs through revolving 

working capital mechanisms; and/or (iii) required technical assistance. Co-financing will focus 

on innovative production, climate change adaptation, risk reduction or value addition 

investments. This could include investment in, inter alia: afforestation, irrigation management, 

climate-resistant crop varieties and management systems, forage production, biogas and 

other by-product utilisation including bio-fertilisers, minimum tillage and organic agriculture. 

The Programme will support both gender specific and gender disaggregated farmer groups. 

To be eligible for the ASDP competitive co-financing, the membership of farmerôs groups 

must, in aggregate at ward level, include: (i) at least 60 per cent of members from poor and 

near poor households; and (ii) at least 60 per cent female members. All participating farmer 

groups/co-operatives will receive training in group formation, participation, leadership and 

governance.  

The maximum VCDM grant of USD 350 per group member and USD 10,000 for one farmer 

group/cooperative in the mid-hills municipalities and USD 400 per group member and 

USD 12,000 for one farmer group/cooperative in mountainous municipalities. The co-financing 

will cover up to 50 per cent of the total cost of each investment, with beneficiaries financing at 

least 50 per cent including a minimum 25 per cent in cash and the balance in kind. For very 

poor members who wish to join groups, the co-financing can, based on agreements reached 

by the group, be increased to up to 60%, with at least 5% contribution in cash by such 

members and the rest in kind. The very poor members will be identified by the community 

themselves using some PRA tools such as participatory wellbeing ranking. Up to 20 per cent 

of each grant could be used by the group for procurement of technical support services, 

including LRP support coordinated by ward CAESC. All such service provision will be through 

standardised output based contracts between the service provider and the group. LRPs will 

be certified under an ASDP developed and GoN managed training and certification scheme, 

providing both technical and pedagogic skills. The Programme will also provide business 

literacy and entrepreneurship training to group members, participation in which will be a 

condition of Programme support to their respective groups. Groups requiring small-scale 

irrigation (OSV, apple, walnut, potato, ginger, turmeric etc.), both at household and group 

level, will have access to an additional grant of up to USD 20,000 per group with a community 

contribution of 15 per cent. These funds will be released by the PCO from the Sub-

component 2.   

o Value chain-led participatory and applied technology development. The design mission has 

identified significant technical constraints in the targeted value chains. Programme co-

financing would be available to support applied and participatory research and associated 

technology transfer, including farmer-to-famer (F2F) and enterprise-to-farmer (E2F) advisory 

services, to address technical constraints and opportunities mutually identified by value chain 

actors through their MSP. Beneficiary enterprises and farmer groups could apply up to 20% of 

their investment co-financing for participatory action research into identified production or 

processing constraints related to their value chain. The VC MSPs will also have access to 

additional funding for participatory action research. The Nepal Agriculture Research Council 

(NARC), universities and technical institutes would be eligible to compete for outcome-based 

participatory action research contracts. 
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Local communities in upland areas of Nepal are already experiencing the effects of climate 

change , which have manifested in terms of reduced water availability, rising temperatures, 

and a shift in growing seasons ï which impact agricultural production. Climate change is a 

major threat to poor upland communities, especially women, who have limited assets and 

influence in the public sphere and experience discrimination on the basis of gender, caste, 

and ethnicity. The Programme will address these issues by, inter alia, (i) in consultation with 

IFADôs ASHA project, preparing Ward-level Local Adaptation Plan for Action (LAPA) where 

they are not already available; (ii) testing climate change adaptation with all SIPs); 

(iii) diversifying household income through VC development; (iv) adopting climate resilient 

technology including plastic houses for OSV production and fodder production for stall-fed 

goats; (v) financing farmer group, agri-business and MSPs led participatory action research; 

and (vi) investing in climate-proofed infrastructure that reduces climate risk (e.g. small-scale 

and drip irrigation). 

o Tailored multi-disciplinary capacity building. The Programme will provide value chain actors 

with specific training based on capacity building needs identified by the MSPs. This could 

include in-field and residential training courses; experiential regional study tours, etc. 

Members of farmer groups receiving ñinnovatorò investment co-financing will be required to 

initiate business literacy training before the release of the co-financing funds. Additional 

entrepreneurship training will also be available to agri-business managers and agriculture 

group members. 

Sub-component 2. Market-oriented infrastructure functional 

 This sub-component (outcome) will support the construction of market-oriented infrastructure in 

the Programme area. It has one output ï Co-financed public and community market infrastructure. 

The indicator of successful Programme intervention is: 

¶ Percentage of households in Programme impact areas reporting satisfaction with 

Programme infrastructure development (disaggregated by male and female-headed 

households and ethnicity). 

 Output 2.1. -Co-financed public and community market infrastructure In alignment with the SIP, 

the Programme will allocate funds for market-linked infrastructure investments that provide public 

good and collective36 benefits essential to targeted commodity value chain engagement and/or 

climate change adaptation. Public or collective market-linked infrastructure investment schemes will 

be identified and prioritized through: (i) participatory community planning; (ii) the MSP process; and 

(iii) their alignment with Municipality infrastructure plans. Investments could include, inter alia, village 

and farm access roads, commodity storage, ponds, small-scale irrigation and multi-purpose village 

water supply. As this is a demand driven process, there is the likelihood that communities, MSPs and 

SIPs will identify the need for other types of infrastructure that have not been anticipated here. The 

programme will be structured to cater for innovative demands as they emerge. For public 

infrastructure (village roads, trails, markets, etc.) funds will be advanced to Municipalities from the 

Programme budget for municipalities to implement with Programme-contracted infrastructure design 

and construction supervision support. In the event, private sector participation does not materialize, 

for larger market infrastructure, the local government will retain ownership of the market. Collective 

goods infrastructure, with beneficiary contributions in cash and in kind37, will be primarily built through 

community action unless their scale or complexity required contracting. All infrastructure investments 

will be climate change adaptive. In line with the Local Infrastructure Development Policy (LIDP), 

infrastructure development shall follow the following process: identification, selection, prioritisation, 

implementation, operation and maintenance. This process has been developed further by HSI for 

                                                      
36 Semi-public good 
37 Markets owned by group, cooperatives and agri-businesses will be treated as óprivateôand have to contribute 15% 

cash whereas the markets owned by Municipalities will be treated as ópublic goodsô and hence no cash contribution 

required. Value of land will be considered as cash contribution 
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farmer managed irrigation systems development. The same approach, with modifications, will be used 

for all types of Programme local infrastructure. 

 Co-financing of construction costs of public and collective goods infrastructure works will be in 

accordance with the accompanying table. Individual infrastructure investments exceeding USD 50,000 

will require no-objection from IFAD. The Programme will, wherever practicable, use force account 

processes for community infrastructure investments, designed to create local jobs, while recognising 

that most major infrastructure investments will require some machine support. 

 Infrastructure construction will use a mix of labour 

intensive methodologies and machinery as appropriate. 

Municipalities and design engineers will determine the best 

mix of community labour and machinery, as allowed by law. 

The selection of irrigation and water supply development will 

occur in the high potential pockets/cluster areas and will 

depend on technical feasibility. Rehabilitation and upgrading 

of irrigation schemes will be prioritised depending on the: 

(i) number of beneficiaries; (ii) value of crops to be grown; 

(iii) number of disadvantaged communities benefitting; 

(iv) linkage with a commercial trader to buy the produce and 

(v) availability of road access. Improved water governance, 

such as tariff system, will be a key input for sustainable 

irrigation management. 

 Under the ASDP, rural transport infrastructure will include motorised and non-motorised traffic 

focussing on market access and village roads that are less than 5 km in length and justified through 

linkage to significant production clusters/pockets of targeted high value commodities. It is anticipated 

that the cost of development will be about $100,000/km. All roads will fall under the jurisdiction of the 

local municipality, which will be responsible for managing their construction. Priority will be given to 

upgrading roads from fair weather access to all year access, whilst new roads may be included. All 

village roads to be upgraded or new development will be part of the district/municipality transport 

master plan. The municipality will make an undertaking to co-finance the construction and maintain 

the road after construction, as part of condition for selecting the road. Trails and trail bridges will be 

owned by the municipality, which will co-finance their construction in partnership with the beneficiary 

community, who will also contribute to their maintenance. Public infrastructure user committees will be 

formed for all village roads, trails, trail bridges, irrigartion and water supply schemes. The committees 

will work together with the municipality and ward governments to ensure that infrastructure 

maintenance is properly carried out in a timely manner. 

 The ASDP will invest in new and existing farmer-managed small-scale irrigation systems. 

Existing small-scale systems will be rehabilitated and upgraded using modern technologies that 

promote water use efficiency and cop productivity. Plastic tunnel drip irrigation will be preferred 

wherever feasible. Where potable water is not available, irrigation development will include improved 

domestic water supply systems for the community. The Programme will promote the use of water 

filtration systems that are appropriate for the areas selected for potable water supply. 

 The Programme will also finance the development of marketing infrastructure, according to the 

needs identified in the SIP and in line with local government priorities. This will include municipality-

owned markets of different sizes depending on location and identified need. These markets will be 

owned by the municipality, but managed by a registered Market Management Committee (MMC). 

Markets will have women-friendly and safe spaces. The MMC will be assisted to organise for optimal 

operation and maintenance of the market. Community-based collection centres are also proposed to 

be developed in line with the needs of traders. The collection centres will be farmer organisation 

owned and operated. The farmers who own a collection centre will be legally registered. 

 Climate proofing of transport infrastructure will be considered at each step of the 
implementation process, starting at the selection stage. All potential transport infrastructure will be 



Nepal 

Agriculture Sector Development Programme 

Final programme design report 

 

 

9 

screened for climate risks in order to select only sites where risks can be mitigated within available 
resources. The Programme will undertake a detailed climate risk assessment immediately after site 
selection using the LAPA framework with intensive involvement of User Committees (UCs) to ensure 
that local knowledge and usersô needs and concerns are properly addressed. Critical points of the 
proposed alignment would be identified along with possible alternatives with less impact if any. Risks 
to be taken in account would include: erosion and slope collapse, drainage, borrow and deposit areas 
for earthen materials. The Programme would also assess and enhance capacity and prior experience 
of contractors in terms of bio-engineering and other preventive measures to improve climate resilience 
of infrastructures. Contracted works supervision will include detailed terms of reference to prevent and 
mitigate climate risks, both during construction and at operation and maintenance (O&M) stage. To 
that end, on-the-job-training of contractor staff and voluntary labour will be provided. Bioengineering 
has played a major role in stabilizing the slopes of hills in different parts of Nepal. It is a cost effective, 
environmentally friendly and sustainable method that has proven to be successful in solving road 
weathering and blockage caused by landslides and with stabilising ponds and water canals in Nepal 
and will be implemented by the Programme.38 Bioengineering can also be a useful tool for agro-
industry environment impact mitigation. 

Sub-component 3. Rural financial services for value chain development strengthened 

 Under this Outcome, the Programme will facilitate financial linkages for agriculture producers 

and agri-businesses in value chains, including for each sub-project under Sub-component 1. The 

Programme will work with co-operatives and microfinance development banks (MFDB) for financing of 

producers, and the commercial banks for facilitating credit linkages for agri businesses. Commercial 

banks will also be supported for new product development. A primary reason for including this sub-

component is to providing existing and new value chain stakeholders, at all levels of the chain, with 

access to finance to provide scope for post-project sustainability and scalability of ASDP and HVAP 

supported and for new value chain development. The indicator of successful Programme intervention 

is: 

¶ Increase in number of households reporting using rural financial services (savings, credit, 

insurance, etc.) (disaggregated by ethnicity and female-headed households). 

 This outcome will include two outputs: (i) Rural financial services development; and (ii) Support 

to credit access. 

 Output 3.1. Rural financial services development. This output will be comprised of three 

activities: (i) Product innovation for value chain financing and loan risk management; (ii) Capacity 

development of co-operatives; and (iii) Improving insurance uptake. 

o Product innovation for value chain financing and loan risk management. It is expected that 

about five (5) commercial banks will develop value chain financing arrangements with the 

Programme and introduce trade and production financing. About 20 value chain financing 

agreements covering about 10,000 primary producers in different value chains are expected 

to be put in place. The Programme will convene a MSP for each commodity value chain, 

which will help develop a common understanding among the stakeholders on financial 

requirements. Through the MSP and Programme interventions, value chain agreements will 

be forged between agribusinesses and farmers with clearly established channel relationships, 

contracts and formal agreements. This will form the basis of value chain financing. The 

Programme will provide technical assistance to banks intending to implement value chain 

financing solutions (see Appendix 4, Annex 3 for ToRs). Product innovation could include: 

Á Value chain financing arrangements for different value chain commodities could 

include: (i) agro vet/agro supplier input financing (for seeds and inputs, animal care 

nutrients and medicines); (ii) processor financing (for turmeric, ginger, dairy, honey, 

                                                      
38 District Road Support Programme (DRSP). (2011). Bioengineering for Slope Stabilization in Rural Road 

Construction in Nepal. Swiss Agency for Development and Cooperation (SDC). Ministry of Local Development, 

Government of Nepal. 
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apple); and (iii) trader financing (vegetables, apple, millets). The Programme will also 

draw on the development of the products under Sakchyam, UNNATI etc. and the 

proposed loan guarantee fund mechanism under the active consideration of donors in 

Nepal. Alternatively, government or DPs may offer a first loss buffer fund to banks to 

enable them to reduce their collateral requirements and leverage additional agro-

enterprise lending. Both the options of financing production activities of farmers 

through wholesale lending through these agri businesses with transparent contracts, 

and directly to individual farmers with the guarantee of agri businesses to ensure 

repayments from the cash flows between the parties will be explored. The 

Programme  will also carry out a risk assessment of the Value Chain Financing (VCF) 

that can be used by the bank in understanding the VCDM risks and devising the 

product(s). Thereafter, joint consultations among agri-businesses, farmer groups and 

the bank will be held to determine the contours of financing and ensuring loan 

repayment. Tripartite agreement among the banks, agri business and farmers that 

define the terms of financing will be established ï amount, rate of interest, repayment 

period, etc.; 

Á Financing of agri businesses - The Programme will explore the feasibility of 

discounting of trade bills and finance against purchase contracts in the case of trade 

finance. In particular, the focus will be short duration loans that are required in 

commodity trade. Part of the value chain finance requirements will be in infrastructure 

for storage, grading, processing, packing, etc. for agri businesses. These also will be 

examined as part of value chain finance requirements and suitable financial products 

will be developed TA will facilitate development of banksô credit policies towards 

VCDM including risk assessment tools, due diligence exercise, loan monitoring and 

early warning systems;  

Á Training and exposure visits - Bank senior managers, branch managers, credit 

managers and other key staff of branches of banks in State 6 interested to develop 

value chain financing products will be provided training on the SIP-approved value 

chains to understand the information flows, cash flows and the risks and their 

mitigation mechanisms. The Programme will also organize two study tours to India to 

financial institutions such as, Yes Bank, HDFC Bank and Samunnati Finance to study 

their value chain financing products. Programme key staff and relevant stakeholders 

will also be part of the study tours. 

o Capacity development for co-operatives. This activity has two parts: (i) MFDBs and co-

operatives develop agriculture lending products; and (ii) Capacity development of municipal 

co-operatives. 

Á MFDBs and co-operatives develop agriculture lending products. MFDBs have a wide 

presence in municipalities, but their products are not suitable for agriculture lending. 

The Programme will engage with the larger MFDBs based in the Programme 

municipalities and assess their interest to cater to new market segments and develop 

new products. There are also large co-operatives functioning across the State 6 and 

some are keen to develop agriculture lending products. The Programme will work with 

these co-operatives to build their capacity for lending to value chain members. The 

capacity development support will include: (i) TA for agri lending product 

development; (ii) information technology support for improving monitoring and 

efficiency; and (iii) staff training for agri lending.  

Co-operatives fulfilling the following criteria will be chosen for product development: 

(i) good governance; (ii) 80 per cent members saving regularly; (iii) at least 50 per 

cent members have availed loans in the last year; (iv) repayment rate of more than 

95 per cent during last year; (v) functional MIS system with data accuracy; and 

(vi) assured sources of funding for offering agricultural loans. The Programme will 
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enter into a MoU with these institutions specifying the nature of the Programme 

support and expected outputs.  

Technical assistance will be provided to these institutions in their development of 

agriculture loan products. Individual national consultants will be hired to develop 

suitable products, assist in rolling them out and facilitating any modifications 

necessary (see Annex 3 for ToRs). Agricultural loans will address the financing of the 

sub-projects of groups and co-operatives where partial co-financing will be made 

available from the Programme. The loan products that will be needed include loans 

for irrigation, tools and equipment, crop/plantation production costs and livestock 

financing. The staff of the co-operatives (both head office and branch staff) will also 

be provided training on agriculture lending. Some co-operatives are keen to improve 

their MIS for better monitoring and cost efficiency through information technology 

such as mobile, tablets, etc. Proven systems and technologies will be supported on a 

50:50 co-financing basis. 

Á Capacity development of co-operatives. About 200  co-operatives are expected to be 

supported by the Programme. Co-operatives working within the municipalities of the 

Programme area will be facilitated to consolidate/ amalgamate to improve their 

capacity to cater to member needs and be credit worthy for wholesale bank loans. 

While strengthening existing co-operatives will be the primary focus, commodity value 

chain specific aggregation (input supply and output sales) will also require the 

formation of new co-operatives. These co-operatives will initially consist of value 

chain group members and expand the scope of membership to include more 

producers of same commodity. The Programme will select the co-operatives based on 

the following criteria: (i) operational for at least 3 years; (ii) functional board; (iii) at 

least 75 members; (iv) savings regularity of members at least 80 per cent; 

(v) repayment rate on loans above 95 per cent; (vi) at least 50 per cent of members 

have borrowed in the last year; and (vii) preferably agri producer co-operatives so that 

input and output marketing will be feasible. The capacity development support will 

include training, on-site mentoring, automated MIS and equipment and facilitated 

access to wholesale credit. The Programme will engage the services of national 

institutions like Rural Microfinance Development Centre (RMDC), Nepal Agricultural 

Co-operative Central Federation Ltd. (NACCFL) or a similar institution for capacity 

development of co-operatives for a period of 3 years. A management fee up to 10 per 

cent of the costs will be provided to the institution. Support will include: (i) training on 

institutional development and business development; (ii) quarterly on site visits for on 

the job mentoring; (iii) co-operatives with more than 400 members will be facilitated to 

improve their accounting and portfolio monitoring through software-based monitoring 

system on a 50 per cent cost sharing basis; (iv) facilitation of need-based credit 

linkages; (v) negotiation with banks on access to wholesale credit; and (vi) access to 

improved insurance facilities.  

The Programme will work with the Insurance Board, municipal and State-level 

agriculture department to develop/modify insurance products. TA service providers will 

carry out field based studies on the existing products and propose modified 

features/processes to suit the requirements of Programme area/ farmers, including 

weather-based insurance. The Programme will facilitate study tours for Insurance 

Board and select insurance company managers as well as Government officials to 

India and/or other Asian countries, where weather index based insurance products 

have been in operation for more than a decade. Up to 100 LRPs will be trained in 

insurance products and licenses as insurance agents. LRPs acting as insurance 

agents at local level, will lead to better distribution and improved on time claims filing. 

Building on HVAPôs business literacy training model, the Programme will also include 

https://www.linkedin.com/company/nepal-agricultural-co-operative-central-federation-ltd-naccfl-
https://www.linkedin.com/company/nepal-agricultural-co-operative-central-federation-ltd-naccfl-
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modules on insurance literacy for improving farmersô awareness and knowledge of 

insurance. 

 Output 3.2: Support to credit access. In all, about 1,000 facilitators will be trained who, in turn, 

will train the value chain farmer group members. It is assumed that about 70 per cent of the 

35,000 value chain farmer stakeholders will need and undergo this training. This output has one 

activity: Business and financial literacy for value chain members. HVAP is facilitating business literacy 

class for women, especially from marginalised sections such as Dalit, Janajati and the poorest 

households with the aim of commercialising agriculture. Well trained business literacy facilitators, 

chosen from the groups, deliver the training at village level on social dynamics, technical aspects of 

value chain they are participating in, basic numeracy and business aspects of the commodity. This 

initiative will be scaled up under the ASDP, enlarging the scope of the training to include financial 

literacy aspects as well. 

Sub-component 4. Agriculture services sustainably support innovation and value chain 

development 

 In line with the provisions of the new Constitution of Nepal and the ADS, ASDP will support the 

development of participatory, pluralistic extension and service delivery systems for agriculture and 

livestock sectors at the municipal and ward levels. It will involve setting up and activating sustainable 

mechanisms at appropriate levels in the municipality for governance, active farmer participation and 

the engagement of the private sector in service delivery. This outcome also proposes to build off 

HVAP achievements on womenôs development by further empowering women, particularly in their 

households and by translating improved household income into improved nutrition. Sub-component 4 

will be supported by SDC-financed TA implemented by HSI. The indicator of successful Programme 

intervention is: 

¶ Percentage of households in Programme area reporting adoption of new / improved inputs, 

technologies or practices (disaggregated by ethnicity and female-headed households)  

 This outcome includes two outputs: (i) Participatory and pluralistic extension services and 

strengthened farmers organizations; and (ii) Womenôs empowerment and household nutrition. 

 Output 4.1 Participatory and pluralistic extension service development. This output will have 

two activities: (i) extension service development; and (ii) farmer group development. 

 Extension service development: This activity aims to facilitate the establishment of a 

sustainable, pluralistic and participatory institutional mechanism for the delivery of extension services 

to farmers at the local bodies level in consonance with the provisions of the new Constitution of Nepal 

and ADS 2014. The strategy will be to draw on the new constitutional provisions pertaining to local 

bodies, those of the LSGA 1999 pertaining to decentralised participatory extension and service 

delivery and the proposals outlined in ADS 2014 under the Decentralised Science, Technology and 

Education Programme (DSTEP), and the HVAP experience of linking farmers to service providers and 

businesses. The SDC-supported NASDP is being implemented by HSI in nine districts across four 

States, including three (Dailekh, Jajarkot, Kalikot) in ASDP districts in State 6. The ASDP initiatives 

proposed here are similar to those included in the NASDP. The actions proposed under the activity 

include: (i) establish MAUs39 at municipal level; (ii) establish CAESCs40 at ward level; and (iii) Private 

sector engagement in agriculture extension and service delivery. 

                                                      
39 The Constitution of Nepal does not specify any committees as part of the Municipalities or Wards. It is expected, 

however, that the Municipalities would have a governance and oversight structure for the agriculture sector (as well as 

other sectors in its domain), such as to recommend policies, plans and budgets to the Municipal Executive Committee 

for presentation to the Municipal Assembly and for management and oversight as the subject has been placed in their 

domain by the Constitution of Nepal. As is the normal practice at municipal levels, such structures take the form of a 

sub-committee of the municipal executive committee. In the course of interactions with the newly elected 

Mayors/Chairpersons in State 6, it was suggested that a committee should be set up exclusively for agriculture 

(perceived by them to be a key sector for the development of the State) so that it receives undivided attention. The 

precise nomenclature is likely to be known when an Act is passed by the Government of Nepal regarding the 

management procedures at the Local Level, the name tentatively proposed is Municipal Agriculture Unit (MAU). 
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o Establish MAUs at municipal level: The MAU is being proposed as a sectoral committee of 

the municipal executive41 and will have five to seven members from among the members of 

the municipal executive, including the Chair42 and at least two women and one Dalit/Janajati 

nominated by the municipal executive, and heads of the sectoral departments at the 

municipality. At least 50 percent of the members of MAU will be women. It will be 

responsible for the agriculture, livestock and forestry sector activities in the municipality. 

Specifically, it will develop policies for approval by the Municipal Assembly, develop the 

agriculture extension and service delivery systems within the municipality, identify potential 

value chain and agri-business development opportunities, facilitate engagement with various 

stakeholders/service providers in the sector, exercise oversight over the sectoral function, 

engage with the national and regional agricultural research institutions to influence their 

research priorities, recommend budgets to the municipal Executive Council, and register, 

monitor and backstop the CAESCs to be set up at each ward in the municipality. Actual 

implementation of extension and service delivery strategies will be by the CAESCs. ASDP 

will initially work with about 60 municipalities in State 643, 50 in the first and second years 

and 10 in the third year, to establish MAUs and subordinate CAESCs. The following steps 

are envisaged: (i) Orienting stakeholders on MAU roles and responsibilities: a two-day 

workshop will be conducted in each of the 10 districts for the municipality 

Chairpersons/Vice-chairpersons, Mayors/Deputy Mayors, ward chairpersons, administrative 

officers and technical staff in the selected municipalities to deliberate on the Constitutional 

provisions regarding the concept of the MAU; (ii) Assessment of technical staff capacity at 

the Municipality: the Programme will support an assessment of Agriculture Service Centre 

(ASC) and Livestock Service Centre (LSC) technical staff, (including organic agriculture, 

climate adaptation), extension (including issues of inclusion/exclusion, the provisions 

regarding agriculture extension under the new Constitution of Nepal), ICT and value chain 

knowledge and capacity development needs, identified through a participatory process; 

(iii) Resourcing Municipal technical staff: budgetary support will be provided to the MAU to 

enable the municipal technical staff to engage with the value chain development processes; 

(iv) Building the capacity of municipal technical staff: Based on the assessment of the 

capacity development needs of the municipal technical staff a capacity development plan 

will be prepared and updated periodically; (v) Support for enabling farmer access to 

technology: based on the policies and priorities set by the municipalities, resources will be 

provided to the MAU to augment support provided by them to CAESCs at the ward level for 

providing technology extension services based on the latterôs plans on a yearly basis.  

o Establish CAESCs at the ward level: A CAESC will be established at each of the wards with 

farming households and a budget for agricultural extension44 in each of the selected 

                                                                                                                                                                     
40 ADS 2014 had proposed CAESCs to be set at the VDC level as a key measure to promote pluralistic, decentralised 

and farmer-responsive extension system. ADS is undergoing revision to align itself with the new Constitution of Nepal. 

However, in line with the policy of decentralisation, CAESCs are likely to remain as a part of the policy, regardless of 

eventual nomenclature. 
41 The Municipal Executive has directly elected Chairperson/Mayor and Vice-chairperson/Deputy Mayor, all ward 

Chairs, four women members from wards and two members from Dalit/Janajati nominated by the Municipal Assembly. 
42 As per the Regulations pertaining to LSGA 1999, has prescribed the Agriculture, Forestry and Environment 

Committee (AFEC) (as other Sectoral Committees of the VDC) was to have been chaired by one of the ward members 

of the VDC. AFECs were established under NASDP by HSI in some of VDCs in the nine NASDP districts but most 

VDCs do not have AFECs. The same arrangement may be followed as the Chairperson/Mayor has other 

responsibilities and may not be burdened with committee responsibilities. That would also ensure the neutrality of the 

Chairperson/ Mayor with respect to deliberations in the committees. 
43 There are in all 82 municipalities (26 urban and 56) in the 10 districts, including 8 (6 rural) in Dolpa and 7 (6 rural) in 

Humla, districts to be taken up later. 
44 While municipalities have been classified as urban and rural, wards have not been so classified. Many urban 

municipalities have rural settlements as is evident from the HVAP experience where about 46 percent of the 14,500 

project households are from VDCs now included in urban municipalities. It is expected that urban municipalities will 

provide budgets for agricultural extension in Wards with farming households. Since CAESC is at the level of Wards, 

ASDP will include all Wards that have provision for agricultural extension in selected municipalities. 
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Municipalities, broadly along the lines proposed in the ADS 201445 and guided by the 

policies and priorities set by the municipalities. It will be a membership organisation with 

membership open to farmers, private sector/freelance service providers and agro-

enterprises in the Ward. Thus, while the MAU is part of the governance structure at the 

municipality, the CAESC is a community based membership organisation (CBO) that will 

both contribute to policy and programming at the municipality level through the MAU and 

facilitate/source service delivery46. The CAESC will elect a Board/Executive Committee of 

seven to nine members with not less than 50 per cent representation of women farmers, and 

proportional representation of small and marginal farmers and Dalits and Janajatis. The 

CAESC will be registered at the Municipal level. ADS will work with about 480 wards across 

the 60 chosen municipalities47 to establish CAESCs. The Programme will facilitate the 

establishment of CAESCs through: (i) Orientation of stakeholders to the concept of CAESC 

and its roles and responsibilities: this activity will sensitize stakeholders (farmers, their 

groups, co-operatives, service providers, women, youth, agri-business, etc.) about the need 

for a multi-stakeholder forum to develop and manage sustainable and responsive famer 

services - following the orientation, CAESCs will be formed; (ii) CAESC establishment fund: 

CAESC will be assisted to develop work plans for its area of operation, including sources of 

funds and likely partners. Based on a viable plan, the CAESC will be provided seed capital48 

for minor equipment and supplies and to support pluralistic extension services in the Ward. 

The recurring costs of CAESC will be met through budgetary subventions from the 

municipality49 via the MAU, membership fees and fees for services charged by the CAESC; 

(iii) annual CAESC participatory planning: the CAESC will be assisted to develop a 

participatory planning process to identify priorities for agriculture and livestock extension and 

services in the ward and the modalities for their delivery; (iv) Pilot a voucher system for 

provision of extension services: ASDP will, in selected municipalities, pilot an ADS-proposed 

voucher system under which users (farmersô groups/farmers) will buy the vouchers from the 

CAESC at a price representing their contribution to the cost of services. The redemption 

value of the voucher will comprise of contributions from CAESC out of its extension budget, 

a contribution from the traders/aggregators linked to their contract with producers and the 

usersô contribution. The service provider will receive the redemption value from CAESC 

upon presenting the voucher. In case the farmers do not use the voucher, they will receive a 

refund of the price paid by them. Details of the system will be worked out by HSI following 

further consultations in the field as ASDP implementation gets underway. 

o Private sector engagement in agriculture (including livestock) extension and service 

delivery: In harmony with the strategies outlined in the ADS and guided by the policies and 

priorities set by the municipality on the basis of MAU recommendations, support will be 

provided to develop the capacity of the private and cooperative sectors to deliver agricultural 

extension and services, both as embedded services as well as standalone businesses. 

ASDP will support one such enterprise in each of 25 rural municipalities50 chosen through 

MSP guidance. Support will be provided on the basis of viable business plans to agro-vets51 

to set up extension and service (including inputs) delivery enterprises in the selected 

                                                      
45 ADS 2014, pp 158 
46 Guidance for the structure of the CAESC will be provided by the municipality based on the recommendations of the 

MAU. 
47 The likely number of rural wards. 
48 Similar to the seed capital proposed under DSTEP in ADS 2014. The ADS had proposed that seed money would be 

provided only under the condition that it leverages larger investment by the VDC and the community/cooperatives/ 

private sector for the establishment of the CAESC. Following the same principle, ADSP contribution would be on a 

matching basis with contributions from the municipality and stakeholders in the CAESC. 
49 A GoN Directive requires that at least 15 per cent of the local block grants should be allocated to agricultural 

development and services and it has been attached with the Minimum Condition Performance Measure (MCPM). 
50 More municipalities may be included at Mid-term based on implementation experience. 
51 The term agro-vet is used to denote suppliers of various inputs and services, such as seeds, fertilizers, equipment 

hire, livestock health services, veterinary medicines, etc. 
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municipalities. The following activities are proposed: (i) Training of Agro-Vets in 

entrepreneurship - support will be provided to train up to two potential Agro-Vet candidates 

in each of the 25 selected municipalities from among youth (women and men) who have 

already undergone training as village agriculture worker (VAW), village animal health worker 

(VAHW) or JTA; (ii) Investment support to Agro-Vets: Support will be provided to Agro-Vets 

to cover 30 per cent of their establishment investment, based on a viable business plan; 

(iii) Support for LRPs to be engaged by Agro-Vets -Support will be provided to Agro-Vets to 

engage up to three LRPs, each including at least one woman as their sales persons and 

extension agents. Support will be on a declining basis against pre-set performance 

benchmarks for three years with second and third year of engagement contingent upon 

signing a tripartite contract between the CAESC, the Agro-Vet and the LRPs; and 

(iv) Training of Agro-Vets and LRPs - support will be provided to train the contracted Agro-

Vets and up to three LRPs per Agro-Vet. 

 Farmer group development. The objective of the activity is to organise farmers into sustainable, 

self-managed producer groups and commodity co-operatives so that they can remain engaged with 

value chains as growing and profitable producer businesses. This activity includes five key actions:  

o Orienting Governments at the State and in Municipalities to ASDP ï to ensure that key 

individuals in governments at the State and selected municipalities fully understand the 

ASDP concept, design and activities.  The following activities are proposed: (a) programme 

orientation at the State: A two-day PCO-implemented workshop will be conducted for the 

heads and key officials of the departments of agriculture, livestock, forestry, irrigation and 

co-operatives and the Department of Local Infrastructure Development and Agriculture 

Roads (DOLIDAR); (b) programme orientation at municipalities - a two day orientation 

workshop will be conducted in each of the 10 districts to orient the Chairperson and Vice-

chairperson, members and  the Member Secretary of the DCCs, Chairpersons/Mayors, 

Vice-chairpersons/ Deputy Mayors, Members, Administrative Officers and all Technical 

Officers (up to 4 per municipality) of the selected municipalities;  

o Developing farmer institutions - the mobilisation of farmers, organising groups where groups 

do not exist and developing their capacities in cluster areas for SIP-identified value chains 

would be done through participatory processes by local NGOs selected jointly by the PCO 

and HSI and contracted by the PCO, one per district. Prior to floating of EOIs to seek 

investment proposals as described in output 1.2, the potential for the development of the 

selected commodity chains in each selected ward would be ascertained for focused publicity 

regarding the EOIs. Based on the EOIs shortlisted for participation, selected groups would 

be restructured to meet value chain requirements and unorganised famers integrated into 

existing or new groups. Training would be provided for the sensitization for men in producer 

organizations and related institutions to support rural womenôs leadership; 

o NGO orientation to market-led development, Most NGOs in the country, especially the 

smaller ones working locally in or around the district of their registration52 operate from 

contract to contract and do not have their own stable programmes. Most, with the exception 

of a few larger ones registered in Kathmandu and engaged in consulting and partnerships 

with multiple donors, have only one or two regular staff. Staff are recruited against 

Programmes, typically for social mobilisation roles. The Programme Coordinators and social 

mobilisers recruited by the NGOs will therefore need to be oriented to the concept, design 

and implementation modalities of ASDP and their staff. ASDP will support separate 

orientation events for the NGO coordinators and chief executives and staff members;  

o Strengthening farmer groups: Once mobilised, groups require capacity building not only 

function effectively without external props and financial support but also to grow over time to 
                                                      
52 All NGOs in Nepal have to register with the District Administrative Office of the district where they are Headquartered 

under a 2034 (1977) law applicable to all kinds of civil society organisations. They can work outside the district of 

registration by setting up a project office or registering a local branch with a local executive committee. 
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attain larger goals for their members. This pertains to functions such as accounting and 

keeping minutes that promote transparency and trust; group dynamics, such as setting 

group norms, articulating values, defining a shared purpose, conflict resolution and rules of 

governance that stimulate solidarity and cohesion; strategic capacities, such as building a 

shared vision for the future, networking and business development and advocacy to create 

value for their members. Group development and training schedule and training materials 

will be developed through TA support and include: (i) membership training to stimulate 

behaviours among group members that enhance group cohesiveness, solidarity and 

efficiency; and (ii) leadership training to develop strategic capabilities of groups; develop 

resource persons in groups; introduce ideas of participatory planning, vision building and 

decision making; build capacity for conflict resolution, negotiation, networking and advocacy; 

knowledge of relevant government/regulatory policies; leadership rotation and good 

governance practices; 

o Consolidation of groups into commodity co-operatives: In order to realise scale of 

economies and enhance bargaining power, the groups will be consolidated into co-

operatives, commodity-wise. It is proposed to form co-operatives with 150 to 200 members, 

with possibility of expansion in future as more households join the respective value chains. 

Consolidation will be initiated when groups have stabilised and expanded as more groups 

mature in the specific commodity. Consolidation around commodities is proposed as 

services, market linkages, credit delivery and value addition (sorting, grading, packaging) 

opportunities will be commodity-specific. Cooperative formation will begin in the second 

year, expand as new clusters/groups develop and will be completed by the fifth year so that 

the last of the co-operatives have time to settle down before Programme completion. Small 

lump-sum support will be provided to each cooperative to meet initial establishment 

expenses and training costs. 

 Output 4.2. Womenôs empowerment and household nutrition. The objective of this output is to 

empower women, particularly within their household, and, through that process, to enable them to 

better manage household agricultural development, growth and family nutrition. This output has two 

activities: (i) womenôs empowerment; and (ii) household nutrition 

o Womenôs empowerment. Socially, women and girls in Nepal are disadvantaged by 

traditional practices like the dowry system, early marriage, son-preference, stigmatization of 

widows, seclusion of women (purdah), family violence, polygamy, and the segregation of 

women and girls during menstruation (chhaupadi, which has recently been banned). Women 

face an onerous triple burden as their role of caretaker is taken for granted and thus their 

economic contribution goes largely unnoticed. The Programme will begin to address these 

issues through the following actions: 

Á A Gender and social inclusion (GESI) action plan will assess the overall situation of 

women farmers, evaluate disaggregated information on the extent of agriculture 

extension service outreach, and assess the existing institutional mechanism and 

capacity needs of the executing agencies/implementing agencies on GESI; 

Á Drudgery reduction technology: The Programme will carry out a study assessing the 

various technologies that are available for reducing womenôs drudgery to provide with 

simple and reasonably priced technologies that can be distributed as a pilot 

Programme to some womenôs groups. The Programme will also, where identified as a 

community need, construct multipurpose water infrastructure to serve the irrigation, 

washing and safe drinking water needs of the community, thereby decreasing the 

time adult and young women spend in fetching water; 

Á Household Methodology: The Programme will implement the Household Methodology 

(HHM) as a pilot in about 4,000 households. The HHM approach assists household 

members to realize that inequalities in gender roles and relations can be part of the 



Nepal 

Agriculture Sector Development Programme 

Final programme design report 

 

 

17 

reason they stay poor. The HHM approach, which will be tailored to fit cultural norms 

in the Programme, will: (i) assist household members to define their own strategies for 

developing and improving their livelihoods, based on their goals, strengths, 

opportunities and assets; (ii) empower individuals or groups to make choices and to 

transform those choices into desired actions and outcomes by placing them (women 

and men of all ages) in the driverôs seat of the development process; and (iii) ensure 

that women and men, as well as youth, people with disabilities and other vulnerable 

groups, have an equal voice in setting the household vision and equal access to 

development opportunities, productive assets, decision-making and benefits; 

Á Gender training, capacity building and communication: The Programme will adopt the 

following guidelines for making trainings and capacity building gender sensitive: 

(i) adapt programmes to women's needs and skills; (ii) ensure that the training venue 

is accessible and safe for women and can accommodate children who are under their 

care if required; (iii) allow sufficient time to enable women to acquire new skills and 

adjust schedules to fit women's existing workloads; (iv) adapt the time of the trainings 

to the time availability of the women; (v) ensure that the language is simple and 

catered towards the understanding levels of the participants; (vi) make all teaching 

methods and learning approaches inclusive, participatory and ñgender transformatoryò 

in order to ensure women's full and equal participation; 

Á Women in construction: The Programme will ensure the safety and security of women 

who will work as construction workers in the ASDP-financed infrastructure 

development (Sub-component 2). Prior to building the infrastructure, a robust social 

and environmental assessment will take place, which will consider all gender 

concerns and map out social constraints. A set of guidelines53 that will be developed 

to be applied when implementing the infrastructure component. 

o Household nutrition. The Multi-Sectoral Nutrition Plan (MSNP) 2013-2017 serves as a 

common results framework for improving nutrition outcomes; and setting out plans of action 

for implementing nutrition-sensitive policies and strategies for key sectors, including 

agriculture. The Programme proposes to support supply side nutrition interventions through 

homestead gardens for disadvantaged households and the implementation of nutrition-

sensitive value chains (goat meat, milk, apple, walnut, highly nutritious crops) and the 

demand side through farmer nutrition schools and nutrition BCC. 

Á Supply-side nutrition interventions: The Programme will support poor Dalit, Janajati 

and women-headed households to develop homestead gardens producing traditional 

food crops like nettles, garden cress, traditional tubers, etc. that can be grown in small 

patches of land to supplement diets54. Where required, this will be supported by multi-

purpose water supply. The Programme will, as part of the SIP process, also evaluate 

the market potential for goat meat, milk, apple, walnut and nutritious crops including 

buckwheat, minor millets, upland beans and the orange-fleshed sweet potato.   

Á Demand-side nutrition interventions: HVAP value chain beneficiaries have doubled 

their household income. The Programme will support the State training and health 

information departments to expand and intensify their implementation of BCC 

activities, established under the MSNP. The BCC programme, which will target 

women and adolescent girls, will be supported by household ñnutrition schools,ò held 

every two months, which will be facilitated by ASDP gender, nutrition and social 

mobilisers and the government health department. Those nutrition schools will cover 

nutritious food production and collection, and food preparation storage and 

processing to retain nutritional value and assure food safety. This will be supported by 

                                                      
53 https://www.afdb.org/fileadmin/uploads/afdb/Documents/Policy-Documents/Checklist per cent20for per 

cent20Gender per cent20Maintstreaming per cent20in per cent20the per cent20Infrastructure per cent20Sector.pdf 
54  HSI has developed and successfully applied this model in Nepal. 
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a pilot No Junk Food Campaign, to be conducted in a number of villages with the 

technical support of the health department. 

Á Partnerships: In addition to supporting the implementation of the national MSNP, the 

ASDP will work closely with the USAID-financed Suaahara II55 health and nutrition 

project which is operational in six Programme districts (Rolpa, Salyan, Rukum, 

Surkhet, Jajarkot and Dailekh). 

o Youth interventions in ASDP. Presently there is a thrust to increase the skills in vocational 

training across the country and led by the government through various donors. Youth 

targeting will be a two-pronged approach. The interventions will target both educated and 

uneducated male and female youths. The Programme will identify such training where 

employment will be easily available in the rural areas If required, the Programme will also re 

design training curriculums to suit the demands of the profession eg: for the Junior 

Technician Assistants (JTAs) or agro-vet. A sub course on entrepreneurship will enable the 

trainees to become more business oriented.  

Lessons learned and adherence to National and IFAD policies and the 

SECAP56 

 The Programme is aligned with the key lessonôs learned cited in the 2013 COSOP, including: 

(i) new projects should include measures to strengthen local government capacities to provide 

responsive and inclusive services to the rural population; (ii) new projects should build more on 

partnerships with non-governmental players, including NGOs and the private sector; (ii) grass-roots 

groups are not sustainable when created for the sole purpose of channelling project services; (iv) the 

organization of support services and project activities must be compatible with womenôs time 

constraints and preferences; (v) M&E should become a management tool, complemented by 

knowledge management; and (vi) project management should involve mixed teams composed of 

hired staff supporting civil servants.  

 The 2013 Country Programme Evaluation recommended a two-pronged strategy in Nepal, 

combining a strong commercial agriculture approach with the second prong focused on a óbasic needs 

paradigmô, where the realistic ambition would be to alleviate poverty and meet basic needs during a 

long-term process in which youth gradually leave the communities. It also identified the importance of 

adopting a demand rather than supply-driven project approach, noting the ñsupply-driven culture of 

government agencies, where the focus was on delivering the activities and outputs targeted in annual 

workplans, rather than on working on household demand and ensuring sustainable impactò. The 

evaluation also noted the need to: (i) focus on developing commercially viable rural enterprises/ 

groups/co-operatives; (ii) develop partnerships with private service providers, buyers and input 

suppliers; (iii) work in targeted areas and on high-value commodities; (iv) improve access to rural 

financial services, avoiding project-targeted credit; and (v) avoid too ambitious policy agendas, with 

IFAD and the Government instead jointly identify relevant policy issues and imbedding them within the 

design and implementation of Programmes. 

 More contemporarily, the Programme design mission explored lessons learned from the on-

going portfolio of value chain-focused Programmes in Nepal57. They include: 

¶ Programme-supported value chain development should be preceded by detailed value 

chain analysis and strategic investment planning validated through participatory multi-

stakeholder platforms;  

                                                      
55 https://www.usaid.gov/nepal/fact-sheets/suaahara-project-good-nutrition 

 
56 IFADôs Social, Environment and Climate Assessment Procedures (SEACAP).  More information on the rating may be 

found within the document https://www.ifad.org/documents/10180/a36f992c-5e31-4fac-8771-404bea02796b. 
57 High value agriculture project (IFAD), UNNATI Inclusive Growth Programme (Danida), High mountain Agribusiness 

and livelihoods Improvement (ADB), Raising Incomes of Smallholder producers (ADB), Project for Agriculture 

Commercialization and Trade (WB), and Nepal Agriculture Market Development Programme (SDC). 

https://www.usaid.gov/nepal/fact-sheets/suaahara-project-good-nutrition
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¶ agriculture value chain development should be led by the private sector, namely by key 

ñgatekeepersò to customer access, typically private agribusinesses and supermarkets, 

not government agencies; 

¶ incentive payments for business-oriented behavioural change at industry and producer 

levels should be designed and 

priced to mitigate associate risk 

and not serve as a credit 

substitute;  

¶ investment incentive payments 

must ensure ñadditionalityò ð 

the extent to which an activity 

(and associated outputs, 

outcomes and impacts) is 

larger in scale, at a higher 

quality, takes place quicker, 

takes place at a different 

location, or takes place at all as 

a result of intervention;58  

¶ once a desired behavioural 

change has been profitably 

demonstrated in an 

agroecological zone, and 

financial markets developed, 

value chain financing should be supplied through financial markets; 

¶ initial value chain development is typically driven by middle income farmers who can 

more easily meet the market requirements in terms of quality and quantity of products, 

but often draws in poor household once perceived risks have been mollified and 

transaction costs reduced; 

¶ inequalities are embedded in the rural society and are difficult to level. Marginalised 

peopleôs role in decision making is still secondary to prominent people (community and 

group leaders) who communicate and respond positively to development interventions 

and embrace economic opportunities; 

¶ farmer groups and agribusinesses are willing to pay for quality private services as a part 

of a viable business plan;  

¶ market-linked infrastructure development is an integral part of inclusive value chain 

establishment and growth promotion, but must be well designed, sustainable and climate 

adapted;  

¶ rural financial services institutions (Banks, MFIs, co-operatives etc.) need capacity 

building, risk management strategies and more diversified loan products to adequately 

service agriculture value chain financing; and 

¶ In the absence of appropriate rural financial services, agriculture value chain investments 

are unlikely to be scalable. 

 Adherence to national policies. The Tenth Plan 2002-2007 (Poverty Reduction Strategy 

Paper) and current  14th three (3) years Plan (2017/18-2019/20) call for sustained and inclusive 

growth to allow poor, marginalized and climate vulnerable communities to benefit more substantially 

from economic growth and socio-economic development. The ADS action plan and roadmap propose 

a vision of a ñreliant, sustainable, competitive, and inclusive agricultural sector that drives economic 

growth and contributes to improved livelihoods and food and nutrition securityò. The ADS envisages 

accelerated agricultural sector growth being achieved through four strategic components related to 

governance, productivity, profitable commercialization, and competitiveness while promoting 

                                                      
58 Donor Committee for Enterprise Development (DCSD) 

The HVAP has been remarkably successful in including 

poor and marginalised households into the value chains it 

has supported, as demonstrated in the chart below. 
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inclusiveness (both social and geographic), sustainability (both natural resources and economic), the 

development of the private and cooperative sectors, and connectivity to market, power and 

information infrastructure. The resulting inclusive, sustainable, multi-sector, and connectivity-based 

growth is expected to result in increased food and nutrition security, poverty reduction, agricultural 

trade competitiveness, higher and more equitable income of rural households. The National 

Adaptation Programme for Action (NAPA) has identified integrated management of agriculture, water, 

forests and biodiversity as some of its priority areas of development, along with climate adaptation 

capacity building for the vulnerable communities and households. The objective of the Multisector 

Nutrition Plan (MSNP) 2103-2017 is to significantly reduce chronic malnutrition so that it no longer 

becomes an impediment to improving human capital and for overall socio-economic development. In 

the agriculture sector, it focuses on the development of micronutrient-rich food crops and animal 

protein. The ASDP adheres to the basic tenants of these four key national strategies/plans. 

 Adherence to IFAD Policies and the SECAP. The ASDP is strongly aligned IFADôs 

overarching objective, as detailed in the IFAD Strategic Framework 2016 ï 2025, that: "poor rural 

people overcome poverty and achieve food security through remunerative, sustainable and resilient 

livelihoods." The Programme takes into account key IFAD policies and strategies relating to targeting, 

gender, land, ethnic peoples and CC and contributes to both the overarching objective of the strategic 

framework and its three Strategic Objectives: (i) increase poor rural peopleôs productive capacities; 

(ii) increase poor rural peopleôs benefits from market participation and (iii) strengthen the 

environmental sustainability and climate resilience of poor rural peopleôs economic activities. Key 

areas of the Strategic Frameworkôs thematic foci that the ASDP addresses include: (i) diversified rural 

enterprise and employment opportunities; (ii) rural investment environment; (iii) rural producersô 

organizations; (iv) rural infrastructure; (v) access to agricultural technologies and production services; 

(vi) climate change; and (vii) nutrition. Consistent with the strategies ñprinciples of engagementò, 

people from marginalized groups, in particular women, indigenous peoples and youth will be 

proactively supported and empowered to enable their equal participation in Programme economic 

activities. Womenôs labour burden will be reduced, inclusive, effective and sustainable rural groups 

and institutions will be established or strengthened and their access to the assets, technologies, 

services and profitable markets enhanced, while the market-oriented VC approach, when combined 

with supporting infrastructure, financial and technology services, provides a pathway to sustainability 

and scalability (see Appendix 12 for detailed discussion). 

 The SECAP describes a Programme area that features a great diversity of socio-economic, 

physical, natural and climate conditions. Programme districts have a high poverty incidence, offer 

challenging conditions for agricultural production and are relatively isolated from the rest of the 

country, hindering access to services and markets for the rural population. Linkage to transport 

networks is an essential component of successful development. In the target districts, per capita 

income, education and life expectancy are among the lowest in Nepal. More than 69 groups of various 

cast/ethnicity are present in the area with Chhetri and Kami the most represented groups in all 

10 districts. Comprising middle hills, high hills and mountains, with mostly relatively poor soils for 

agriculture production, the Programme area is biologically and environmentally diverse and highly 

susceptible to climate change. The Programme will address these constraints by targeting profitable 

commodities and production areas where road infrastructure either exists or is under development 

through community-driven initiatives aligned to municipal master plans. It also adopts an inclusive, 

community-driven and commercialized approach to farmer group development and agricultural 

service delivery. All Programme technology and infrastructure investments will be climate adapted and 

new agricultural institutions emerging from the constitutionally-driven change process will be 

community-governed and Programme supported. 
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III. Programme implementation 

 Approach 

 The ADS envisages accelerated agricultural sector growth through four strategic components 

related to governance, productivity, profitable commercialization, and competitiveness, while 

promoting inclusion, sustainability, connectivity and private sector/cooperative development. The 

ASDP approach follows a parallel path, though it will be less engaged in sector governance, which is 

being strengthened through European Union (EU) TA to the four MoAD ADS Flagship Groups59. The 

Programme will identify financially and economically viable agricultural commodities with market 

growth and value addition potential across the main agri-ecosystems in State 6. This process will be 

facilitated by ASDP-convened Multi-Stakeholder Platforms (MSP) for each commodity, designed to 

link key stakeholders along potential value chains. MSPs, which, over time will be empowered to 

become self-governing, will include farmer representatives, private sector actors (traders, processors, 

input suppliers, investors, finance institutions) and government actors (research, education, 

extension). In addition to building value chain partnerships, MSPs will also identify opportunities and 

technical and capacity constraints that then can be addressed through Programme supported, 

outcome-based training and research. The Programme, in partnership with MSPs, will invite national 

and international agri-businesses and entrepreneurs to co-invest in key processing infrastructure for 

the development of the respective commodity value chains. The confirmation of such ñmarket 

gatekeeperò investment will trigger Programme support to stakeholders along the value chain, 

including traders, transporters and commodity producers. More than one ñmarket gatekeeperò could 

be identified for a particular commodity. In general, the Programme will support investors who 

(i) require the least co-financing as a percentage of the total investment; (ii) show the highest 

profitability and value addition; and (iii) have business strategies/plans that better include 

disadvantaged groups and areas. The Programme will not support commodity production where there 

is no clear access to profitable markets.  

 To ensure access to the service required for value chain development, the Programme will 

strengthen infrastructure, financial and technical services along value chains. Value chain ñproduction 

productsò will be carefully selected based on agro-climatic conditions, production infrastructure, 

population density and access to markets. Production pocket areas will be progressively expanded 

through access to improved public (village roads, trails and trail bridges, markets and collection 

centres, etc.) and collective (small-scale irrigation, local storage, multi-purpose water supply, etc.) 

infrastructure. Those infrastructure investments will be identified through a Local Body-led 

participatory planning approach that matches value chain and community-identified needs with 

municipal plans. Investments, depending on their type, will be co-financed in various combinations by 

the Programme, value chain stakeholders and the municipality. 

 The Programme will also build value chain stakeholder access to financial services. This will be 

achieved by strengthening grass-roots co-operatives and MFIs and providing them and banks and 

insurance companies with a broader range of financial and insurance products better suited to value 

chain financing. Where possible, the Programme will link rural financial service providers with 

products and financing being developed/offered by other financial service development projects and 

private banks in Nepal. Rural co-operatives and MFIs will be invited to improve their services through 

institutional reform, including amalgamation to meet minimum scale requirements, capacity building 

and financial information system software upgrading. The Programme will recruit specialised national 

service providers to support cooperative and rural MFI strengthening under performance-based 

contracts. 

 In accordance with the ADS and the NASDP, the Programme will establish MAUs and CAESCs 

at municipal and ward levels respectively. These measures are seen contributing to the decentralised 

agriculture development process as provisioned in the Constitution of Nepal. Originally envisaged as 
                                                      
59 Decentralised Science, Technology and Education Flagship, Food and Nutrition Security Flagship, Innovation and 

Entrepreneurship Flagship, and Value Chain Development Flagship 
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a VDC-level institution that is now replaced by the ADS-sponsored CAESC and its board, and with the 

cessation of the district as an administrative centre, the Programme proposes the establishment of the 

MAU at municipal levels as the entry point for agriculture development activities in the municipality. 

MAUôs will be chaired by the municipal deputy mayor/vice-chairperson and include elected municipal 

representatives and representatives of farmer and agri-business organizations in the municipality. 

Women will be not less than 50 per cent of CAESC members with proportionate representation of 

Dalits and Janajatis. The CAESC will become the nodal point of decentralised and pluralistic 

extension and research at the local level through: (i) institutional and individual capacity development 

at municipal and at ward levels; (ii) support to the formulation of guidelines, bylaws on decentralised 

and pluralistic extension and research at local level with increased accountability; (ii) organising joint 

stakeholder monitoring, peer monitoring and cross district exchanges for learning and exchange; and 

(iv) mobilising local service providers to develop specific strengthening activities. 

Through awareness and capacity building activities initiated by the municipal officers for 
agriculture, forestry and livestock, and HSI support, the Programme will facilitate the establishment of 
CAESCs in each Ward. The CAESC will be formed by local communities and will be governed by a 
Board including representatives of local communities, co-operatives, farmer organizations, and agri-
enterprises. Women will be not less than 50 per cent of board members with proportionate 
representation of Dalits and Janajatis. Initial funding of the CAESC will be provided by a combination 
of ward and municipal funding (using the 15 per cent guideline for agriculture investment60), seed 
funding from the ASDP, and contributions of the different groups of stakeholders represented in the 
Board. Each CAESC will be fully managed by its Board and will recruit its own extension workers. The 
management of the financial and human resources of the CAESC will be fully dependent on the Board 
of the CAESC. The flagship Decentralized Extension, Science, Technology, and Education Program 
(DESTEP) will provide the overall guidance for the development of CAESCs. The recurrent and 
programme costs of the CAESC will be borne by the Ward and the community centres themselves. 
The CAESCs will be linked to municipal, state-level and national extension systems through 
information exchange, training, and technical backstopping (see  

Please correct the terminology in the last bottom box below, the first row as: State-Level, DCC 
convened and ASDP mentored Commodity MSPs.  

                                                      
60 A GoN Directive requires that at least 15 per cent of the local block grants should be allocated to agricultural 

development and services and it has been attached with the Minimum Condition Performance Measure. 
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 Figure 2). 

 The Programme, with HSI support, will apply a Human Rights Based Approach (HRBA) that 

focuses on accountable service delivery (fulfilment of rights or entitlements) by supporting the duty 

bearers to fulfill their obligations and strengthening the rights holders (beneficiaries) to claim the 

services and entitlements responsibly. This will include: (i) applying the principle of Rule of Law; 

(ii) empowering the rights holders and duty bearers; (iii) ensuring equality and non-discrimination; 

promoting the participation and inclusion of the rights holders and ensuring accountability of the duty 

and responsibility bearers i.e. role analysis. This will be applied across the Programme, but will be 

particularly relevant to Sub-component 4, Output 4.1. 

 
Please correct the terminology in the last bottom box below, the first row as: State-Level, DCC 
convened and ASDP mentored Commodity MSPs.  
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Figure 2. ASDP Flow Diagram 

  

 Organizational framework61 

 The overall responsibility for ASDP will be assumed by the MoAD, which is the Lead 

Programme Agency (LPA). It will establish a PCO at Birendranagar in Surkhet district of State 6 to 

coordinate Programme implementation and a PSC, which will assist the MoAD in coordinating 

government agencies, National Farmers Commission, Service providers (SPs), the private sector and 

communities at all levels to ensure achievement of the Programme objectives. 

 Programme Steering Committee. The PSC is established by the MoAD for overall execution 

of Programme implementation and ensure effective coordination/integration/ cooperation among 

parallel government and donor-funded Programmes. The PSC will be chaired by the Secretary, MoAD 

and be comprised of representatives of the representatives from federal  ministries, Secretary for 

Agriculture or equivalent for State 6, and National Farmers Commission and private sector entities 

related to the Programme (See Appendix 5, Annex 1 for details). The PSC will inform the 

MoAD/State 6 on matters concerning the strategic management of the Programme, including the 

approval of the PIM, AWPB, and other decisions related to Programme coordination, orientation and 

mobilization of resources. The PSC will meet each quadrimester (alternatively in Kathmandu and 

State 6) to coordinate Programme implementation, guide planning, review progress, and make 

recommendations for any modifications of AWPB as needed. In addition to the MoAD-chaired PSC, 

the PCO will be supported by a State 6 Agriculture Secretary or equivalent-chaired Technical Advisory 

Group (TAG) that combines state-level, municipal and national technical expertise. 

 Technical Advisory Group (TAG) A State 6-led TAG, chaired by the Secretary for Agriculture 

or equivalent for State 6 and comprising federal, provincial and municipal (rotating basis if needed) 

agriculture, livestock, forestry, agri-business and food technology/safety experts would be established 

to advise the PCO on technical aspects of programme implementation. The PC will act as the 

Member Secretary of the TAG. The TAG would meet as required, preferably bi-annually, in 

Birendranagar to review (i) technical aspects of progress of implementation, (ii) the ASDP RB-AWPB 

                                                      
61 The Programme organizational framework assumes that the MoAD will remain as a federal ministry under the 

ongoing constitutionally-driven downsizing of federal ministries. Should agriculture and livestock development become 

a provincial responsibility, then State 6 wold assume the chairpersonship of the PSC. 
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before submission and (iii) to liaise with MSP groups (which include municipality representatives) to 

discuss technical constraints to efficient VC development. The TAG would advise the MSPs and PCO 

on technical solutions to identified problems or on the development of participatory action research to 

identify solutions. 

 Programme Coordination Office. A PCO will be established at Birendranagar in Surkhet 

district of State 6 to assist the PSC in coordination of the participating agencies and municipalities and 

wards in actual management of GoN and IFAD resources. The PCO would facilitate Programme 

implementation both by working through private and public-sector implementation agencies (MSPs, 

Municipalities, MAUs, CAESCs, Agro-vets, LRPs, etc.) and through more direct implementation for 

activities such as rural financial services. The PCO will report directly to the PSC, acting as its 

Secretariat.  The MoAD decision on the establishment of the PCO and TORs of the PCO should 

ensure that the PCO functions on behalf of the Secretary, MoAD. The PCO will include a 

management team of government-deputed officers, including a senior agriculture officer deputed from 

State 6, a technical team of externally recruited experts, and support staff hired by the PCO.  

 The mandate of the PCO will be to ensure: (i) coherence of the Programme approaches and 

strategies, and integration among Programme activities in order to produce the Programme 

outcomes, outputs and impact; (ii) coordination and synergy of the co-implementing agencies and 

technical service providers, and the municipal level agencies, and grassroots communities; 

(iii) contracting of suitable service providers to undertake various forms of research, studies, technical 

assistance and training; (iv) accountable management of IFAD and Governmentôs resources, 

including preparation of the PIM, AWPBs, procurement plans, selection of technical assistance and 

audit service providers, establishment and operation of M&E and MIS systems, and other functions of 

the operational and financial management of the Programme; and (vi) knowledge sharing in 

collaboration with co-implementing agencies.  

 PCO staffing. Key Programme staff would include a Programme Coordinator, a senior 

agriculture officer (deputed from State 6), a planning officer,  an account officer  and support staff  

deputed from the civil service. A set of technical staff covering funds and contract management, , 

financial management and procurement, ,  value chain development, engineering, institutional 

development, rural finance, climate change, gender and nutrition, monitoring and evaluation (M&E),  

knowledge management (KM), information technology and support staff will be hired on a contractual 

basis. The Programme would also establish three field teams, all contracted staff, working along the 

four main road corridors having business, engineering, social/gender, finance institution and M&E/KM 

skills. An ASDP Liaison office would be maintained in Kathmandu. The Programme would be 

governed by a Programme Steering Committee (PSC), chaired by the Secretary, MoAD. With SDC 

grant funding, HSI will be a co-implementer of the agricultural services programme, sub-component 

4.62.  

 Municipal-level Programme Implementation Coordination63. Municipal Assemblies and 

Municipal Councils will have overall responsibility for the Programme in their respective municipality. 

Each participating municipality will have municipal-staffed agriculture and livestock officers who, with 

the support of the Programme mobile teams and PCO specialists, will facilitate Programme 

implementation in their municipalities. An MAU will be established in each municipality (see para. 61). 

The  DCC will provide oversight for municipal programmes within district boundaries. 

 Elected Ward Committees (WCs) will be involved in the Programme implementation in the 

targeted wards. The Wardôs CAESC Board (see para. 0) will be the focal point for coordinating the 

overall implementation of Programme interventions and activities by the related implementing 

agencies at ward level. 

                                                      
62 HVAP model. 
63 There are both Urban and Rural Municipalities, the latter defined as ñVillageò in some communications. As the 

Programme is expected to work across both types of Municipalities no distinction is made in this document between the 

two types of municipality. 
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 Gender in the Organisation: Unlike HVAP, ASDP will ensure that at least 20 per cent women 

are recruited to middle and senior management levels. There will be additional scores for women in 

the recruitment process. If women candidates are found to excel in the recruitment process, they will 

be recruited and paid on par with their male colleagues. The Programme will maintain the maternity 

leave rule as applicable to all government establishments. If it is seen, that there are a number of 

small children of women staff within the PCO, the Programme will establish/or recruit the services of a 

cr¯che and the provision of a nanny. The operation and maintenance of the cr¯che can be equitably 

shared by the Programme and the staff. The Programme will deem to have flexi working hours to 

accommodate household and child care chores that the women staff members have to carry out in 

their personal life. The Programme will set up a Sexual Harassment Committee to address any 

complain of sexual harassment across all levels of the Programme and will also include the social 

mobilisers recruited by the NGOs. All Programme staff will be provided with training on sexual 

harassment at workplace on a yearly basis. There will be, on a yearly basis, a gender and social 

inclusion sensitisation and gender and social inclusion in value chain training for all staff across all 

levels. 

 Partnerships. The mission has met with development partners supporting GoN in the 

implementation of market- led agriculture development and rural financial and technical services 

delivery with the aim of aligning the ASDP with lessons learned from those programmes, seeking 

complementarities and partnerships where possible. SDC has agreed to fund HSI to manage the 

ASDP extension service development and value chain stakeholder alignment. The mission has also 

reached an understanding with the ADB concerning its planned support for district road construction; 

the DFiDôs RAP III on community infrastructure development and with both Sakchyam and Kisan II 

projects for financial services to VC stakeholders. Other points of collaboration will be identified during 

Programme implementation.  

 Government partners. The LPA - MoAD is currently the regulatory body mandated to lead the 

implementation of  the ADS in Nepal. The ADS provides the overall strategic guidance framework for 

agriculture sector development, however, its implementation poses a range of technical and cultural 

challenges for MoAD management and staff. It is expected that the ADS will undergo revisions to 

accommodate the federalization of the Government of Nepal.  On completion of the revision, the 

ASDP Design Document and Implementation arrangements will be revised in alignment with the ADS.  

The Programme will work closely with the ADS Coordination Unit within the MoAD to support a 

change in service delivery from its current top-down and public-sector service delivery modality to one 

where MoAD coordinates, technically supervises and monitors a pluralistic extension system largely 

delivered through municipalities, MAUs and CAESCs. The Programme will also strengthen 

government partner skills in the fields of Programme management, M&E, gender mainstreaming, 

climate change adaptation and knowledge management. 

 HSI is implementing the SDC-supported NASDP in nine districts across four States, including 

three (Dailekh, Jajarkot, Kalikot) in State 6. The ASDP initiatives proposed here are similar to those 

included in the NASDP. SDC will support the ASDP, providing a grant of USD 3.0 million for TA 

implemented by HSI to expand the coverage of NASDP to ASDP impact areas in all 10 districts, with 

specific focus on organising and capacitating farmer groups and co-operatives and provision of 

pluralistic services to farmerôs groups linked to the value chains selected under ASDP. SDC will 

transfer TA fund to HSI directly. 

 NGOs and implementation support. Under the current constitutional setup, municipalities will 

become the key administration and development entity in Nepal. Given that this reform is just 

beginning, it is anticipated that municipalities will need strong support for effective Programme 

implementation. The Programme will work closely with NGOs of proven competence and 

sustainability, particularly in supporting and capacitating the decentralised pluralistic extension 

system, community participatory planning, cooperative and MFI institutional reform and gender 

development and nutrition support at municipal level. 
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 Private sector. Private enterprises, co-operatives, farmersô organizations, lead farmers and 

LRPs and farmersô groups engaged in commodity production, the supply of goods and services, 

commodity processing, marketing or related fields will participate in Programme implementation as 

co-financiers and/or service providers. Free standing MSPs will support coordination along value 

chains 

 Academic and research organizations. The Programme will, through MSPs, engage academics 

and research organizations under performance-based contracts for capacity building of value chain 

stakeholders and technical problem solving along value chain processes.  

 MAUs and CAESCs. The establishment of MAUs under Municipal Councils and CAESCs under 

Ward Committees will strengthen the grassroots-level management and operational capacity, 

fostering community-governed and equitable representation and participation of the vulnerable groups 

in community decision making structure. 

 Community-level farmersô organizations. Support to the farmersô organizations in the forms of 

groups or co-operatives, and the establishment of beneficiary self-managed O&M committees will 

foster grassroots organization of rural women and men, through sustainable, self-governed 

mechanisms, established in pursuit of enhanced self-development, management, and climate 

adapted production and marketing. 

Planning, M&E, learning and knowledge management 

Planning 

 Annual Work Plans and Budgets. The 14th Periodic Plan 2017/18 ï 2019/20 is the principal 

GoN development planning document. Successful ASDP implementation requires the Programme 

AWPB planning process to effectively articulate the views of various public (government) institutions 

at various levels , private entities, farmersô groups and communities.  

 The ASDP budget process will be conducted in line with national procedures, which require 

consultation with all stakeholders, including beneficiaries. In the first year, the PCO will provide 

training workshops on the Programme strategy and approaches, AWPB, and procurement procedures 

for key stakeholders. This will ensure an accurate and shared understanding of the Programme 

strategy, procedures and information needs. 

 Investment planning at the community level will be through participatory processes engaging 

farmerôs groups and communities participating in Programme-supported value chains. This process 

will ensure the inclusion of disadvantaged groups, who may be provided with an independent forum to 

develop and express their opinions if required. The participatory process will, with Programme and 

HSI support, be coordinated at Ward level by the CAESC Board and staff. 

 In accordance with current MoF decisions, the PCO would be the ñCost Centreò for 

disbursement of funds to beneficiaries and/or implementing agencies. The Programme will revise its 

disbursement strategies in accordance with prevailing GoN regulations, including devolution 

of conditional funding for activities implemented by the municipality, on completion of a 

fiduciary due diligence of the municipality as a cost center.  

 The approval of ASDP IPs by Local Body (Municipal) Executives would be based on the 

recommendations of the Municipal Agriculture Unit (MAU) in response to competitive farmer group IPs 

that have undergone a bipartisan Field Verification by the Ward-level Community Agriculture 

Extension Service Centres (CAESCs) and PCO/HSI technical/administration teams64. Once Ward-

level IPs have been prioritised and approved by the MAU in accordance with the budget limits set by 

the PCO, that Unit would forward the IPs to the Local Body (Municipal) Executive for no-objection and 

subsequent request to the ASDP Project Coordinator (PC) for financing. The IPs would be included in 
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the ASDPresults-based annual work programme and budget (RB-AWPB), and, the PCO would 

prepare a quadripartite contract (Municipality, Ward, beneficiary and PCO) on which basis the PC 

would release ASDP funds to contract-identified beneficiaries.  

 The PCO will be responsible for the generation of investment plans (IPs) not directly derived 

from the municipality-related investments under Sub-component 2 and Sub-component 4. PCO 

budget planning responsibilities will include co-financing of agri-business co-financing investments 

under Sub-component 1, the provision of PCO specialist support, TA and training under Sub-

component 1 and Sub-component 3, and the requirements for Programme Management. The PCO 

will ensure coordination of these activities between other government agencies and externally 

financed Programmes in the Programme area. The Programme level RB-AWPB will explain key 

issues, objectives, focus of the annual work plan and budget, rationale for setting specific targets, and 

the planning process in a narrative text.. The RIMS indicators are required to be included in the RB-

AWPB so that this becomes the basis for preparing the annual RIMS report. It may be noted that the 

RB-AWPB template is a planning tool at the beginning of the year, monitoring tool during 

implementation and a reporting tool at the end of the year. At the end of the fiscal year, the RB-AWPB 

- duly completed with annual and cumulative achievements will be annexed to the Annual Progress 

Report. Thus, a link will be created between the annual planning exercise, the M&E activities and the 

annual reporting exercise. The PC will be ultimately responsible for preparing the draft RB-AWPBs in 

an accurate and timely manner.  

 The draft RB-AWPBs will be submitted to the PSC for review and approval. The approved draft 

RB-AWPB will then be transmitted to IFAD for comments and no objection no later than sixty days 

before the beginning of the relevant Programme year. The GoN budget approval process will follow 

national procedures and will be in accordance with the country system. The ASDP-approved budget 

will be transmitted to MoAD for review and discussion. After MoAD approval, the budget will be 

transmitted to MoF and the National Planning Commission (NPC); MoF will review and approve the 

funding, NPC will review and approve the activities. An Annual Stakeholder Review and Planning 

Workshops at which Annual Performance Report findings and management implications will be 

discussed will support the RB-AWPB preparation process. 

Monitoring and evaluation 

 Building off the HVAP M&E/MIS system, the M&E and KM Specialist will assist the PCO to 

maintain a central data system to compile overall monitoring and evaluation information, and conduct 

studies to measure overall impacts. The M&E system will monitor performance and assess the impact 

of Programme activities. Monitoring will focus on activities/inputs, outputs, outcomes and performance 

and risks, while evaluation will assess the relevance, efficiency, effectiveness and impact on poverty 

reduction, agri-business environment and growth and environment, empowerment and partnership, 

sustainability, replicability, lessons learned, and knowledge up-take. The M&E system will cover both 

the operational and financial aspects of the Programme. To a large extent, the M&E system will be 

participatory, involving the supported farmer groups, wards and municipalities in data collection and 

management.  

 The PCO will develop a specific M&E Plan within two months of Programme start up. It will 

define the data gathering sources and methods, and roles and responsibilities of different 

stakeholders. The M&E Plan, will build off the existing HVAP M&E processes and be informed by the 

following principles that derive from lessons learnt from previous IFAD funded Programmes in Nepal: 

(i) simple M&E processes and methods; (ii) clear roles and responsibilities for stakeholders; 

(iii) harmonization of information and reporting requirements of the stakeholders through alignment to 

the existing planning, monitoring and reporting processes; (iv) sufficient capacity building on gender 

responsive M&E and KM through targeted trainings; and (v) strong linkages between planning, M&E 

and knowledge management. 

 The HVAP M&E has three distinct tools: (i) Result and Impact Management System (RIMS), (ii) 

Programme log frame and (iii) Donor Committee for Enterprise Development Standard (DCEDS) 




























