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Nepalese government has been formulating different fertilizer related policies aiming at improving
overall supply situation of chemical fertilizer in Nepal. However, most of the past policies failed
to bring desirable changes in this sector. Thus, need of a study on major fertilizer policies and
implementation gaps was realized. To study fertilizer policy and its supply chain management in
Nepal, a survey research was conducted from 2015 to early 2019. Household survey, Key
Informant Interview and Focus Group Discussion were employed as major research designs. A
total of 250 farmers (200 randomly selected conventional producers and 50 purposively selected
organic producers) from different villages of Sindhupalchok, Dhading, Gorkha, Chitwan and
Rupandehi districts were interviewed by personal interview technique. Descriptive statistics,
indexing, gross margin, cost-benefit analysis as well as empirical tools like probit regression, t-
test and correlation were employed in the study. Chemical fertilizers in Nepal have been imported
from different manufacturing countries like Turkey, China, Egypt and India by global tender and
by government to government negotiation especially from India. Potential demand for fertilizer in
Nepal at present is estimated to be about 700000 MT of which actual supply in the year 2016/17
was 324977 MT (about 50% of total demand). Average subsidy on chemical fertilizer in Nepal
since 2008/09 was estimated to be 43.78% for which government has been investing about Rs.
5000 million per annum. Average supply of fertilizer during subsidy period was found to be
significantly higher than the average supply during deregulation period. Private supply constituted
about cooperatives. Non-conducive policy environment, ineffective regulation, lack of fund and
poor infrastructure, illegal trading from open border of India were found to be the major problems
of fertilizer supply in Nepal. Policy makers; importers; transporters; financers; port authorities;
warehouse and regulators; distributors and farmers were the major domestic market stakeholders
of chemical fertilizer supply chain in Nepal. However, manufacturer and traders; shipping
companies; inspection agencies and banks were global market stakeholders. While comparing
organic and conventional production, mixed results were found across different crops in different
districts. Net returns from organic were found 11.7% less to 73.3% high compared to the
conventional. Off-season production of tomato and cauliflower were found to be less profitable
under organic technique. However, results have clearly showed that organic crop production is not
always less profitable than conventional production. Adoption of organic production was
positively significantly affected by education, training, years of farming and membership of the
household head in social organizations which, however, is negatively but insignificantly affected
by the age of household head and size of holding. Laboratory analysis of market available organic
fertilizers found that none of the sample had met its nutrient content as claimed. On an average
organic fertilizers collected from market contained 39% less nutrients than that is claimed.
Questions were raised about their organic content also. Farmers were found reluctant in using such
products because of poor quality, unavailability and lack of awareness. Assured supply of quality



fertilizer in time will be more important even than reducing price by subsidy. Therefore, emphasis
is to be led on implementation of appropriate policy, strict regulation and infrastructure
development focusing on timely supply, judicious application, checking illegal trading along with
the promotion of use of organic manures. Public-private partnership in supplying chemical 74%
of total supply during deregulation period. Compared to total supply of 2007/08, fertilizer supply
in Nepal had increased by 505% in 2016/17. But, crop productivity increased only by 14% in
average during same period. However, strong correlation was found between fertilizer supply and
crop productivity. During deregulation period (1997/98-2008/09) total sell of fertilizer in Nepal
had decreased by 10% annually and in regulation period (2009 onwards) that was increased by
9.7% on an average. However, changing fertilizer policy, especially the subsidy in chemical
fertilizer, did not produce significant positive effect in improving overall fertilizer supply situation
in the country. That created lots of uncertainties and overly focused on subsidy rather than ensuring
timely supply. Total supply had not increased as per the expectation. The reason was that the
subsidy reduced private sector's import of major NPK fertilizers to almost nil. Subsidy only in urea
between 1997 and 1999 induced imbalanced and over use of urea. Cooperatives, which only are
mandated for distributing subsidized fertilizers, were found less efficient. Lack of knowledge
among the cooperative members about the use of fertilizer and inadequate fund to purchase the
fertilizer were major problems of cooperatives which resulted into distribution of subsidized
fertilizers through unauthorized private agro-dealers. Regarding the source of fertilizer, majority
(61%) of farmers purchased subsidized fertilizers from informal sources. Subsidy in organic
fertilizer was found ineffective in Nepal. Procurement, shipping, warehousing at port, inland
transportation, inland warehousing, local transportation, distribution and consumption were major
supply chain functions of chemical fertilizer specific to Nepal. Final sale prices of urea, DAP and
MOP in Sindhupalchok in the year 2016 were found 37, 15 and 23% higher than their entry point
sale price, respectively. About 82% of final sale price of chemical fertilizer in Gorkha was
constituted by entry point sale price and agro-vets charged additional Rs. 4 per kg of fertilizer over
the price set by fertilizer will improve fertilizer supply situation of the country. Private traders
thus, should be encouraged through congenial policies like bank guarantee, transport subsidies,
soft loans and consortium financing for big imports. Emphasis should also be put in policy
amendment so as to provide quality fertilizer in required time and quantity rather than providing
subsidy only. Government to Government agreement with fertilizer manufacturing countries and
bulk purchase and warehousing may reduce cost and ensure timely availability. It would be better
to treat chemical fertilizer as free trade commodity and trade and transit agreements should be
made with neighboring countries like India, China and Bangladesh. Organic crop production
should be promoted by market guarantee, premium price, subsidy and other incentives. Subsidy
on organic fertilizers should be removed. Farmers should be educated in supplying essential plant
nutrients both from organic and inorganic sources. Programs for improving Farm Yard Manure,
compost and green manuring will be more effective in enhancing organic production and reducing
dependency on chemical fertilizer which supply from imports is always uncertain and manufacture
in the country was found financially not viable.
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