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Setting the Context

The financial landscape for agri-
water innovation scaling in Nepal




Agricultural and finance

Agricultural imports into Nepal reached US$3.3 billion in 2023, over 5% of GDP.

Sector challenges:

* Food security & rural livelihoods under pressure due to water scarcity, climate
variability, migration & labor shortages, fragmented landholdings.

Agricultural financial landscape in Nepal includes loans/credits, subsidies, grants
insurance, private equity, community-based lending, climate finance, &
remittances.

Finance constraint:
* Only 12% of holdings receive loans (down from 22% in 2011/12), despite 15%
lending mandate, banks see agriculture as high-risk, low-return.

Adoption gaps
» Technologies exist (solar irrigation, precision farming, MUS, cooperatives) but
uptake is low due to financing barriers.

Systemic issues
» Policy-practice gaps, high collateral, rent-seeking, weak regulation, poor risk
management, and limited de-risking opportunities.
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Need for de-risking and
inclusive access to
finance

Innovative partnership and co-
creative approach required to boost
productivity, reduce risk, promote
rural economic inclusion and food
security in Nepal.




The Process of the
Scoping Study




Method applied in this scoping study

* Open and semi-structured interviews and informal round table
discussion to collectively define areas of attention.

* Involving 26 participants from more than 15 institutions
commercial banks, micro-finance institutions, Development
Finance Institutions (DFI), specialized agencies, Private equity,
insurance companies, government institutions, cooperatives and
research partners.

* These institutions collectively over see more than a billion
dollars of finance towards agriculture-irrigation lending, grants
and support in Nepal.
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Initial Insights




Policy & Regulatory Environment

Agriculture Development Strategy

* Nepal's ADS 2015-2035 aims for a self-reliant, sustainable, and inclusive agriculture sector focusing
on innovation and competitiveness.

Credit and Financial Support

* Nepal Rastra Bank mandates 15% agricultural lending by 2027. Provision of concessional loans,
subsidies, and credit guarantees to aid farmers.

Green Finance Initiatives

* Nepal Green Finance Taxonomy supports green agricultural investments, aligning with climate
commitments under NAP and NDC. Climate Change Policy, 2019, encourages international
investment via REDD+, carbon trade for climate-resilient agriculture.

Partnership for Agriculture

* Irrigation Master Plan (Updated 2024) enables space for creating private-public-community
partnerships. There is a plan an Agribusiness Promotion Act.

Institutional and Technical Support

* Ministry of Agriculture, NGOs, and development finance institutions are providing pockets of technical
assistance, innovative blended financing opportunities, and capacity-building for smallholder farmers.
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Challenges in Agriculture & Finance for Challenges of Private Sector for
Farmers investments

- Growing uncertainty & risks in farming: * Investment risks:

- Nepal faces water scarcity, climate variability, and fragmented * Agriculture is a high investment risk with high default rates.

landholdings impacting agricultural productivity. « Small landholding sizes and remote locations create high

- Agricultural census (2021/22) shows 12% of farmers access transaction costs
loans in comparison to 22% of last census (2011/12). * Limited bankable and investment ready ventures.

+ Cultivated land decreased by 12% nationally and 22% in hilly  Agriculture supply chain is not strong, so investments may not
regions between 2011 and 2021. yield adequate returns.

» Growing outmigration from rural regions has led to, * Policy uncertainty:

abandonment of farmland in hills and mountains.  The promise of subsidy and grants create behavioral

* Limited Support dependencies that disincentivize accessing loans and finance.

* Limited market access, technical know-how, limited quality and * Ambiguous and changing policy and subsidy landscape.
timely inputs availability, politicization is leading to declining
interest in agriculture.

* Limited financial products:

« Different type of farmers and crops require different

* Technological innovations can reduce risks, but have low configurations of financial support that is underdeveloped.

adoption rates, high costs and reliance on grants/subsidies/aid,

subsidy elite capture. * Insurance companies face high operational costs and low trust

among farmers, resulting in limited uptake—even with
government subsidies.
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Innovative Financing Models

Emerging Opportunities
and Innovations

New financing models linked to farmer types, rethinking crop-based
loans, contextual repayment durations, support for pooled farming, and
tying credit to market linkages, thereby enhancing farmer access and
reducing lender risk.

Insurance and De-risking

* Public—private-community partnerships; rethinking agricultural
insurance by reshaping insurance formats, reshaping government
subsidies to reduce risks in farming. Improving credit access in a
balanced manner without moving into the dangers of debt traps.

Green and Digital Finance

« Expanding climate finance and digital tools to promote climate-smart
agriculture, renewable energy, and ICT-based extension services for
farmers.

Policy and Development Support

« Streamlining policies, directives, subsidies, and blended finance
options that allow de-risking new technology uptake, pilot schemes,
and creating loan structures for fostering financial inclusion in
agriculture.
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Key Takeaways

Nepal’s agricultural sector faces major financial and
systemic challenges, including low loan access and
high perceived risk for investors.

De-risking and inclusive financial solutions are needed,
tailored to the diverse needs of farmers and bridging

policy gaps.
Evolving policy frameworks and green finance

initiatives support innovation, but translation to action is
missing.

Persistent challenges include declining cultivated land,
outmigration, limited market access, and low adoption
of new technologies.

Opportunities exist in innovative financing models,
insurance reform, digital tools, and public—private—
community partnerships for sustainable growth.

These actions require consistent and ongoing action
with diverse public, private and community
stakeholders.
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CGIAR

SCALING FOR
IMPACT

Engage further, please contact
s.fanaian(@cgiar.org

CGIAR Scaling for Impact Program: The Scaling for Impact (S41)
Program is a flagship CGIAR initiative dedicated to advancing agrifood
systems innovations from pilot to large-scale applications.

This work was carried out under the CGIAR Scaling for Impact Program.
We would like to thank all funders who supported this research through
their contributions to the CGIAR Trust Fund

(www.cgiar.org/funders).

This presentation has been prepared based on work carried out under
the CGIAR Scaling for Impact Program and has not been independently
peer reviewed. Responsibility for editing, proofreading, and layout,
opinions expressed, and any possible errors lies with the authors and
not the institutions involved.
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