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. INTRODUCTION

Feed the Future’s (FTF) overall objective is to sustainably reduce global poverty and hunger. FTF Nepal
aims to increase inclusive growth in the agricultural sector and improve nutritional status, especially of
women and children. These first level objectives are the foundation of FTF Nepal, which is designed to
maximize the number of Nepalis lifted out of poverty and the number of children and women with
improved nutritional status. A key underpinning to the FTF Nepal strategy is the recognition that Nepal
is undergoing changes in precipitation event patterns, temperature regimes, and hydrology (due to
glacier melt) linked to climate change. FTF activities will be part of a larger U.S. Government (USG)
commitment to build the resilience of vulnerable populations to the changing climate in Nepal. To this
end, through Feed the Future Nepal, over the next five years:

e An estimated 165,000 vulnerable Nepali women, children, and family members—mostly
smallholder farmers—uwiill receive targeted assistance to escape hunger and poverty. The
interventions will take on a private sector lens and will focus on establishing profitable
businesses able to provide inputs, extension services, and market linkages to target farmers on a
sustainable basis. The interventions will increase production (availability) of vegetables while also
enhancing incomes (access).

o In conjunction with the Global Health Initiative, more than 393,000 children will be reached with
services to improve their nutrition and prevent stunting and child mortality. Agricultural
interventions will increase production (availability) of vegetables while also enhancing incomes
(access). Nutrition and hygiene interventions will promote behavior change regarding diet
composition, feeding practices and spending patterns (utilization). Targeted programs will also
increase resiliency (stability) in vulnerable communities and groups.

o Significant numbers of additional rural populations will achieve improved income and nutritional
status from strategic policy and institutional reforms. *

Through an integrated whole-of-government approach, FTF Nepal will concentrate on agriculture and
nutrition investments in a geographically-defined target area and will make supporting contributions in
cross-cutting areas. In the targeted geographic focus area, FTF Nepal will invest in three main
components:

. Component A - Commercially-driven agricultural transformation, driven by change agents
with the goal of increasingincomes of smallholder farmer households through sustainable
intensification of high value vegetables along with cereals and pulses under a farming systems
approach, aggregation and marketing, and targeted productive infrastructure.

2. Component B - Capacity building program to deliver nutrition and hygiene education to
targeted households.

Disclaimer: These preliminary targets were estimated based on analysis at the time of strategy development
using estimated budget levels and ex-ante cost-beneficiary ratios from previous agriculture and nutrition
investments. Therefore, targets are subject to significant change based on availability of funds and the scope of
specific activities designed. More precise targets will be developed through project design for specific Feed the
Future activities.



3. Component C - Literacy and entrepreneurship training led by local leaders and targeting the
most vulnerable individuals in the community (e.g., youth, women, lower caste and ethnic
minority groups).

Components A and B will be strongly connected throughout the program. There will be one
implementing partner for both components and the same households will be targeted in the agriculture
and nutrition interventions. In addition, the same group of beneficiaries will be included in the literacy
program in Component C. Background information, intermediate results, and descriptions of the
interventions are explained on the following pages.

2. DEVELOPMENT CHALLENGES AND OPPORTUNITIES
2. DEVELOPMENT CHALLENGES

With a population of 28 million, Nepal is a severely food deficit country recovering froma |0-year civil
war. With a GDP per capita of $470 (estimated FY09), Nepal remains the poorest country in South Asia
and the | 3th poorest country in the world. About 55 percent of Nepalese live below the international
poverty line of $1.25/day. 2 More than 80 percent of the population works in the agriculture sector,
accounting for 38 percent of the GDP. Recent declining agricultural production has depressed rural
economies and increased widespread hunger and urban migration in Nepal. This situation is
compounded by a population growth rate of over 2 percent per year and one of the highest ratios of
population to arable land in the world. 3 In 2009, 43 of 75 districts were reported to be food deficient,
with 23 districts in Nepal chronically food insecure. Two of three Nepalese suffer food insecurity at
some point during the year. 4

The main underlying causes of hunger, poverty, and undernutrition in Nepal include low agricultural
productivity, limited livelihood opportunities, weak market linkages, and inadequate production and
consumption of nutritious locally available foods. Other major issues are below:

e Production resources, especially land and biodiversity, have decreased.

e Climate change risks (e.g., increased drought and flood, new and more frequent pest and disease
outbreaks, temperature rise, shifting rain patterns, changes in glacier water storage) have
increased the vulnerability of the poor to natural disasters.

e Low and declining investment in agricultural research and extension, poor access to quality
inputs and services and limited basic infrastructure have inhibited productivity and led to
significant post-harvest losses.

e Food prices continue to rise. The current year-on-year food price inflation rate is up to 15-18
percent, whereas recent agricultural GDP growth rateis only 2.5 to 3.5 percent.

e Lack of livelihood opportunities and market volatilities increase vulnerability of the poor,
resulting in youth outmigration, declining labor availability and more fallow land.

According to the Nepal Demographic Health Survey (NDHS 2006), the rate of stuntingamong under-
five children is 49 percent (surpassing Sudan), wastingis | 3 percent and underweight is 39 percent

2 World Bank, World Development Indicators Database, Oct. 2009 (Atlas Methodology)
3 World Bank; www.worldbank.org.np
* WFP Nepal Food Security Atlas, July 2010



(exceeding Ethiopia), 5 reflecting widespread chronic malnutrition. Nearly half of children six months to
five years of age are anemic. In areas where production is sufficient, food behaviors and practices remain
the major barriers; in other more food insecure communities, the sheer absence of diverse foods poses
a threat to the nutritional status of women and children. Although the problem of undernutrition is
pervasive across Nepal, national aggregates mask wide disparities across socioeconomic groups and
ecological regions. In households in the poorest quintile, 54 percent of children below five years were
found to be underweight. ¢

Due to extremely low levels of income and agricultural production, the poorest households must
allocate almost three quarters of their income to food. The most vulnerable were highly affected by the
decade-long conflict and increasingly common drought and other natural disasters exacerbated by
climate change, leaving them with few coping mechanisms to deal with rising food prices. 7 Additionally,
a growing youth bulge (41 percent under |5 years of age, with | 3 percent under age five),® will add even
more pressure on Nepal’s resources in the next decade. It also presents an opportunity for future
growth and innovation in the agriculture sector.

In Nepal’s traditionally patriarchal social hierarchy system, gender and caste relationships are shaped by
broad inter-related parameters based on community norms and social hierarchy, demographic factors,
institutional and legal structures, economic conditions, and political developments. Women, Dalits 9, and
other low caste and disadvantaged groups typically have less access to education, medical facilities, and
other social services and little access to property ownership or cash. For example, only 14 percent of
working women are paid fully in cash, while 41 percent are paid in food or other materials. 10 Dalits in
the Terai ! have among the highest poverty rates in Nepal (49.2 percent vs. 42.6 percent national
average). 2

The majority of Nepali women are engaged in agriculture. Since the current fertility rate is 3.1 nationally,
but much higher in some areas (particularly in the Mid-Western and Far-Western Regions), most
women have the multi-faceted role of caring for fields and livestock, taking care of children and doing
domestic chores. Furthermore, political uncertainty and declining employment opportunities have
resulted in a significant number of male laborers migrating for work abroad. '3 This has added even more
responsibilities for these women. In addition to higher levels of poverty, women and children typically
suffer greater hunger levels. Often, female headed households use harsher mechanisms (e.g., skipping
meals or selling assets) than male headed households to cope with hunger and food shortages.

2.2 VARIATIONS ACROSS NEPAL

Nepal is a landlocked country divided into three primary ecological zones mainly running east-west: (i)
the Terai, (ii) the Hill area in the middle, and (iii) the Mountain areain the north. There are five
administrative development regions: Eastern, Central, Western, Mid-Western, and Far-Western. The
country is further divided into a total of 75 districts.

® UNICEF State of the World’s Children: http://www.unicef.org/statistics

6 Nepal Demographic Health Survey, 2006

" WFP Food Security Atlas. http://www.foodsecurityatlas.org/npl/country/

8 Nepal Demographic Health Survey, 2006

% Dalits are a low caste group formerly called “untouchables”.

19 Neepal Demographic and Health Survey, 2006

1 The Terai is the plains area of Nepal bordering India.

12 UNDP, “The Dalits of Nepal and the New Constitution,” September 2008

13 Adhikari, Ramesh, and Podhisita, Chai, “Household Headship and Early Child Death in Nepal”, June 2010



In Nepal, crop production and poverty rates vary significantly by region and district due to the country’s
cultural and environmental diversity. The hills and mountains in the Mid-Western and Far-Western
Regions typically have the highest rates of food insecurity and hunger, since crop production is often
poor and transportation and other infrastructure is lacking. However, even though the Terai is the
granary, there are eight Terai districts which faced food deficits in 201 0. Furthermore, despite its
greater production rate, some Terai districts have high rates of anemia and malnutrition, primarily due
to behavioral and cultural practices.

23 OPPORTUNITIES

Despite the difficulties faced by Nepal, there are many opportunities to substantially improve food
security. Ecologically, Nepal has the potential to be a food surplus country. The flat plains of the Terai
region hold the greatest potential for small-scale commercial agriculture, especially increased agricultural
production of rice and pulses, which are an essential part of the Nepali diet. Although cereal staple
crops dominate agricultural production, the yields of major cereal crops and pulses in Nepal have
stagnated at low productivity. Opportunities exist to close the yield gap by incorporating best practices
that sustainably intensify cereal systems through conservation agriculture, crop rotation, and other
resource conserving technologies.

By taking a systems-level approach to improve productivity in staple crops, labor and resources will be
conserved. This will better position farmers to invest in higher-return, high value vegetables because of
increased resilience, productivity and stability in staple crop production. There are opportunities in the
Hills for high value horticultural crops, which could increase incomes and improve nutrition among rural,
food insecure populations. In particular, vegetable production is growing at a rate of 7 percent per year
and is in high domestic and regional demand.

Improved irrigation, including small water storage, micro/drip irrigation, and energy efficient pumping
technologies, will improve climate change resiliency and address vulnerability of smallholders to frequent
fuel shortages. Understanding the implications on youth and the elderly, men and women, and
marginalized ethnic groups will be critical to harnessing productivity gains (particularly for the most
vulnerable), given changes in the labor force.

FTF Nepal will apply lessons learned from previous USAID programs that integrate agriculture and
nutrition activities in order to move the poor out of poverty. For example, the current Action Against
Malnutrition through Agriculture (AAMA) promotes home gardening, small livestock production, and
nutrition education packages. This has resulted in increased household production, availability, and
consumption of micronutrient-rich foods and improved health and nutritional status of women and
children. The ongoing Nepal Flood Recovery Program (NFRP) and previous Smallholder Irrigation
Market Initiative (SIMI) include components on small-scale irrigation, high value crop production and
marketing, and key productive infrastructure, as well as sanitation, hygiene and nutrition training. This
approach helps to increase production and household incomes. In the Education for Income Generation
(EIG) program, entrepreneurial-based literacy and life skills education integrate vulnerable populations
through enhanced empowerment, establishment of savings groups, and creation of market-based jobs.

2.4 NEPAL POLITICAL SITUATION AND DEVELOPMENT PROGRESS

The Government of Nepal (GON) has experienced many recent changes, but is largely on the right
track in its democratic transition. The 10-year conflict ended in 2006 and the Comprehensive Peace
Agreement has remained in place since then. National elections were held in April 2008. The 240 year
monarchy was dissolved and a republic was formed in May 2008. A Constitution is currently being
drafted by a Constituent Assembly, which has more than 30 percent female membership (by far the



highest in South Asia). The new Prime Minister took office in February 201 | and a new government has
been formed.

Despite changes in national leadership, the GON ministries have continued to function. Thereis a
steady cadre of civil servants who have enacted and implemented technical policies. The Prime Minister
has prioritized food security as an urgent national issue. Representatives from key government agencies
are actively working with multilateral and donor agencies (including USAID) to address Nepal’s
agriculture and nutrition needs.

In spite of the challenges detailed in the earlier section, Nepal has experienced steady development
progress and FTF is in position to have a major impact. Key achievements are listed below:

e Nepal currently is on track to meet three Millennium Development Goals (MDGs) by 2015.
These include MDG-2 (achieve universal primary education), MDG-4 (reduce child mortality),
and MDG-5 (improve maternal health).

e Nepal has the greatest increase in Human Development Index (HDI) of any country since 1980.

e Infall 2010, Nepal received a special award honoring its health achievements from the UN
General Assembly.

e The GON has shown increased support to developing agriculture, as demonstrated by this
sector receiving the highest percentincrease in national budgets over the past two years: 48
percent ($78 million to $1 16 million) in 2009/2010and 62 percent ($1 16 million to $187
million) in 2010/201 1.

e Nepal has a vibrant civil society with numerous community groups, including mothers’ clubs,
youth groups, and community-based organizations. Examples of successful community-led
initiatives include over 45,000 female community health volunteers (FCHVs) and 50,000
community forest user groups (CFUG) members nationally.

2.5 NEPAL GOVERNMENT AGRICULTURAL AND NUTRITIONSTRATEGY AND
PROGRESS

In an effort to ensure country-led implementation of FTF Nepal, the USG held numerous consultations
with key GON Ministries and Commissions. Through these consultations and a joint USAID -Food and
Agricultural Organization (FAO) mission in April 2010, the GON communicated its priorities and
concerns regarding food security.

The strategic framework for agriculture and food security is provided by the longer-term Agriculture
Perspective Plan (APP, 1995-2015). The objectives of the agriculture sector are addressed by the
National Agriculture Policy (NAP, 2004), National Agriculture Sector Development Priority Framework
(NASDP, 2010), and the associated Country Investment Plan (CIP). The overall goal of the CIP is to
reduce poverty and household food insecurity on a sustainable basis and to strengthen the national
economy.

In addition to these plans, there is a food security component in the Interim Plan of Nepal 2007-2010.
The Food Security Objectives, Policies, Programs and Monitoring Mechanisms in the Food Security
Interim Plan (FSIP) were prepared with technical assistance from FAO and are being renewed for 201 | -
2014. The principal objective of the FSIP is to make the lives of the targeted people healthy and
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productive by improving national food sovereignty and the food and nutrition situation. The basic FSIP
objectives are as follows:

I. Increased national self-reliance in basic food products (increased food production,
transportation, cold storage, irrigation)

2. Improved nutrition situation (reduced undernutrition)
3. Enhanced quality, standard and hygiene of available food products

4. Enhanced capacities to manage food insecurity during crisis situations like famines, droughts,
floods, landslides, fires, etc.

5. Improved access to food for people/groups most at risk of food insecurity (rural infrastructure,
employment and income generation opportunities).

In September 2010, the GON submitted its application to the World Bank’s Global Agriculture and
Food Security Program (GAFSP). This application was approved for fundingin June 201 I. The proposal
seeks to implement core elements of the Country Investment Plan with respect to enhancing food
availability. The overall goal is to enhance food security (availability, access, and utilization) in the
poorest, most food-insecure regions through increased agricultural productivity, household incomes,
and awareness of health and nutrition. The CIP and GAFSP application are primarily focused on the Far-
Western and Mid-Western development regions.

The proposal was prepared with intensive participation and consultations with all stakeholders and was
endorsed by the Donor Technical Working Group on Food Security (chaired by the USAID Mission
Director). A series of regional workshops (supported by FAO) were held in several regions of Nepal in
order to obtain feedback from regional and local GON agencies. A final draft was validated in the
course of a two-day national workshop in September 2010, involving | |12 participants from several
GON ministries, civil society, national and international NGOs, academic institutions, the private sector,
and bilateral and multilateral partners. The overall workshop objective was to incorporate feedback
into the final proposal.

In addition, the Ministry of Health and Population (MOHP) developed the five-year National Health
Sector Plan, Phase Il (NHSP Il) for 2010-2015. The NHSP Il contains specific components on addressing
food security and an explicit section on nutrition. MOHP is also revising its “National Nutrition Policy
and Strategy, 2004” on the basis of the 2009 Nepal Nutrition and Gap Analysis (NAGA). The GON’s
nutrition priority areas outlined in this plan are:

I.  Wider coverage of micronutrient initiatives (Vitamin A and zinc supplementation, iron
fortification and salt iodization)

2. Increased dissemination on breastfeeding and complementary feeding practices
3. Improved focus on maternal and infant nutrition

4. Hygiene and sanitation, food safety and preparation

5. Strengthened nutrition education in training curriculums for health care workers

6. Education on nutrition, dietary diversification and locally available nutritious foods.

11



2.6 FEED THE FUTURE STRATEGY

Geographic Focus

USG will focus FTF investments on |6-20 districts in the Terai and lower Hills and will reach peoplein
the Far-Western, Mid-Western, and Western Regions. The Teraiis Nepal’s granary and together with
the Hills contains the most arable land and fertile soils. Irrigation potential is greater and transportation
networks are present in the Terai and lower Hills. Forty-seven percent of the total population lives in
the Terai and 45 percent are located in the Hills. As detailed in the map in Annex B, FTF Nepal is
expected to concentrate on the following geographic areas:

e 6 districts in the Far-Western Region: Achham, Baitadi, Dadeldhura, Doti, Kailali, and
Kanchanpur

e | Odistricts in the Mid-Western Region: Banke, Bardia, Dailekh, Dang, Jajarkot, Pyuthan, Rolpa,
Rukum, Salyan, and Surkhet

e 4 districts in the Western Region: Arghakhachi, Gulmi, Kapilvastu, and Palpa

FTF’s focus on the Far-Western, Mid-Western, and Western Regions versus the Eastern Region of
Nepal is driven by higher sub-regional hunger indexes, incidences of asset sale as coping strategy, levels
of outmigration, and numbers of female-headed households. Though these areas have high poverty rates,
there is a substantial population and good potential investment returns. In addition, the Far-Westemn and
Mid-Western Regions were prioritized by the GON in its CIP. The USG will be able to build on
USAID/Nepal’s experience in Economic Growth programs in these regions, such as EIG and NFRP.

Originally, the USG planned to cover only the Terai and lower Hill districts in the Mid-Western and Far-
Western Regions. However, it was decided to work in the Western Region as well, in order to build on
the current transportation networks and markets and to link FTF activities with the focus value chains in
the Nepal Economic, Agriculture, and Trade (NEAT) program. In addition, existing roads and
transportation networks from some Mid-Western hill districts (e.g. Rolpa and Pyuthan) are more
directly connected to markets and transportation networks in the neighboring Western Region. This
will enable FTF Nepal to further strengthen these already formed markets.

Conversely, the higher Hills and Mountains have less access to markets and limited road connectivity
and infrastructure and are more suited to low volume high value crops (e.g. medicinal herbs). Though
poverty and undernutrition rates are highestin the higher Hills and Mountains (especially the remote
Karnali region),'* the population density is much lower (only about 8 percent of the country’s total
population).'s Therefore, the total number of poor and malnourished people is lower in absolute terms
when compared to the more densely populated lower Hills and Terai regions.

Although FTF will not focus on high mountain areas such as the Karnali, USAID/Nepal has other
projects such as EIG which are currently present in this region. The AAMA project implemented by
Helen Keller International (HKI) was recently expanded to Bajura, which is one of the most food
insecure districts in Nepal. The new USAID/Nepal Integrated Nutrition Program (INP) will cover some

1% Located in the remote high mountains in the Mid-Western Region, the Karnali is the poorest, least populated
area of Nepal. The five Karnali districts are Dolpa, Humla, Jumla, Kalikot, and Mugu. There is little road access, low
food production, and limited income opportunities, which contribute to high poverty and malnutrition rates.

15 “Ensuring Food and Nutrition Security in Nepal: A Stocktaking Exercise,” September 2010.
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mountain districts and the Hill Maize Research Program (HMRP) implemented by CIMMYT includes
some higher hill areas (e.g. Kalikot districtin the Karnali).

Other donors have prioritized the mountain areas and are carrying out activities primarily on improved
economic access and infrastructure. The World Bank is supporting road building to connect the
mountain districts to the lower hills and Terai. Asian Development Bank (ADB) initiated an income
generation program in the high mountains. International Fund for Agriculture Development

(IFAD) also has a new project focusing on high-value agriculture products, value chain development, and
income opportunities. The World Food Program (WFP) is continuing its Food for Work programs in
the Karnali and data collection and analysis through the Nepal Food Security Monitoring System
(NeKSAP). In addition, Food for Peace is further funding WFP’s protracted emergency food relief efforts
in the Karnali.

Value Chain Selection

Nepal’'s major agricultural value chains were evaluated based on the following criteria:
I. High unmet demand (production growth rate, exports and imports as production percent)

2. High potential to increase production (value of production, volume of production, yield gap
compared to China and India and scale potential)

3. Prioritization in the Country Investment Plan
4. Significant role in nutritional content and share of diet

5. Produced by alarge number of smallholders (number of smallholders reached, impact on
smallholder incomes)

6. High potential and applicability in focus districts.

The subsector selection process consisted of three parts: |) market and data analysis, 2) value chain
constraint analysis and 3) key informant interviews. An important part of analysis included focusing on
value chains where FTF could make a substantive impact during the project implementation period and
where other donors are not engaged. The final step was a ranking exercise taking all issues into account.
A key part of the analysis was GIS mapping of arable land, crop production rates, population density,
poverty prevalence (see Annex C), transportation networks, and other factors. Evaluations of current
and previous USAID/Nepal projects also were considered in the value chain selection process. In
addition, the USG used assessments from the McKinsey team and value chain analyses for the new
NEAT project.

Based on those analyses and from previous programs, the USG decided that it can best support the
GON in addressing Nepal’'s most pressing food security, poverty, and nutrition challenges through
balanced interventions in hi