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MMECTIV SOARy 

There are three major aspects of the report. 

1. A review Of the existing situation along with selected 
data specific to seed marketing and pricing. 

2. An analysis of short and long run effects of current 
seed policy.
 

3. A discussion of policy options that could stimulate 
seed production, marketing, and consumption. 

I. 	 Existing Situation
 

The major portion 
of the formalized seed program isin the public sector. Production of seed is carried out
by the use of contract farmers through the seed division

of AIC. Foundation seed is provided by DOA.
 

Prices are established on a district 	by district basis,with a base price set by committee, a premium is allowedbased on 	quality and charges are added for 	conditioning 
and distribution.
 

The method used for 	pricing is sound; however the weightassigned to the specific catagories needs to be addressed.
 

Seed certification and testing are handled byof DOA. Quality premiums 	
STIP 

are based on the STIP test 	results. 

II. Short 	and Long Run Effects of the Current Price Policy 

The present pricing system encourages productionseed by farmers since the 
of 

base price is usually significantly higher than the grain price at collection time andthe premiums add significantly to the price (up to 30-35 
percent). 
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Costs added to the procurement price (although lower
 

than actual costs) make prices high to farmers. The
 

relatively high price results in lesser amounts being
 

used by farmers. The current system sometime results in 

different prices being charged for different lots of seed.
 

This causes confusion among purchasers and has a detri

mental effect on the confidence in AIC seed. Lowering 

of prices during the season also has an unsetling effect 

on consumers. 

The current system has the effect of both encouraging 

and discouraging private enterprise. If AIC prices are 

known but the private venture is isolated from the AIC 

store the high price for seed encourages private venture.
 

If AIC has a store, where farmers can sell seed, the 

current system discourages private venture since the margin 

between prices paid by AIC and the prices at which seed is
 

sold are insufficient to cover the risk associated with 

private venture (especially if a private seller feels 

that AIC may drop the price). 

The quality problem associated with the current system 

makes a true assessment of the pricing system very difficult. 

Both price and quality affect sales. 

In the long rum the current system should encourage 

production of seed by farmers since seed production 

probably results in higher returns than other alternatives. 

Under a highly subsidized system, faster growth of both 

public and private sectors of the industry can be expected
 

provided certified seed of both sectors is subsidized. 
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Different prices for specific lots and arbitrarily
dropping prices durin; the season both 	have negative long 
run 	effects. 
These 	practices should be changed. 
 Lots
 
of seed of the same variety should have the same price
at a given location. Prices should be lowered, after the 
plantinp season.
 

III. 	 Policy Options 

Continue 	Current Policy
 

A continuation of the current 
policy would result in an improved seed industry since there has been definite
improvements under the existing policy. If the quality
problem is improvcd the true 	effects of the current 
policies could better be analyzed.
 

Modification of the Current Polic 

Using the same policy but restructuring the 	premium
rates paid 	and commissions 3ould 	conceivably maintain 
a supply of good seed, increase commissions to sellers,

and lower the price of farmers. 
This 	I feel should be
 
carefully considered and addressed.
 

Another option would 
 be to to maintain the high
prices to seedsmen and lower prices to farmers with
HMG 	 contributing mor9 subsidies. Commission rates shouldbe more in line with costs of sales. This option would
probably have the 	positive results of high quality seed
being produced and more seed being used by farmers 

would result in higher 

but
 
costs to HMGN and 	donors. 
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Have Separate Policy for tha Terai and Hills
 

There are separate problems therefore separate policies
 

are an option for the two areas. A greater privatization
 

of the hill seed industry is a worthwhile roal. This could
 

be done by subsidies to private organizations or individuals
 

meeting specified requ".rements. Facilities (buildings,
 

subsidized bins), supplies at reduced rates and transportation
 

subsidies could be handled through AIC. Sources of repla

cement stock should continue to come through AIC.
 

AIC Handle only Certified Seed
 

This option would probably result in an improved
 

quality of seed being provided since specifications for
 

certified seed command hipher quality. This is a uo'thwhile
 

goal but at the moment seems to be a long run goal.
 

Regardless of which alternative option is chosen there
 

are several factors that must be considered so that price
 

policy has a chance to work. An internal quality control
 

program should be established berinning with a record
 

keeping systm to be able to monitor quality. Improvements
 

need to be made in the support systems providing foundation
 

seeds and testinr to help AIC if a quality seed is to be
 

an end product. High priority should be given to breeding
 

program and variety trials so that new HYV varieties
 

adaptable to Nepalese conditions can be found.
 

Training of parsonnal should continue to receive 

high priority from 11MG and donors to the Nepalese seed 

program.
 



CONSULTANCY RE ?ORT ON SEED PRICING 

1. 	 Introduc ion and Existing Situation 

1.1 	Introduction
 

The terms of reference for this consultancy were as
 
follows:
 

"1. 
 Review the existing situation to col"ate the
 
available- information regarding ec6nomics and
 
costing of cereal seed production, processing 

storage, and marketing.
 

2. 	 Hold discussions at various levels for an 
understanding of the factors that currently 

influence price setting. 

3. 
 Assess the short and long-term effects of the
 
present pricing system to identify guidelines 
for decision making.
 

4. 	 Through the consultancy report, advise on the 
policy options that 	could stimulate seed 	production
and marketing as well as enhance the consumption 
of improved seed by more and more farmers.,, 

Also 	stated in the tenns of reference are the following 
statements
 

"Experience has 	 shown that 	farmers use of improved seed 
to increase food production depends, in a 	large measure, on
the price at which seed is sold to them. Farmers would buy

seed if the price is affordable 
 (and quality is assured).
The seed business should not, however, be a source of loss 
to a 	seeds organization. Price subsidy, in any event, would 
appear to be a temporary prop that 	provides no lasting solution". 
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In the enclbsed report, sections addressing the seed
 
quality and subsidy issues nre included. In addition 
each of the four listed specifics have been addressed.
 

In the past year four specific documents have been 
compiled by SiCIS Project and or Consultants that provide
 
much of the background information included in this report. 

These are: 

1. 	 Document on National Seed Program and 
Consultancy Report by Dr. J.E. Douglas 
21 February - 12 March 1983. 

2. 	 Feed Program Development Strateg 

Papers presented at the First National Seed Seminar 

February 16-20, 1983.
 

3. 	 Mini- edhouse Operation for Hill Seed 
Product:"on and Supply in Nepal 

SPIS/AIC, July 1984 

4. 	 Marketing and Pricing Policies to Strengthen 
The National Seed Program and Support the 
Seed Production and Input Storage Project, 
APROSC, 1984
 

1.2 	Existing Situation
 

Information specific to costs of production,
 
processing, storage, and marketing are very limited.
 
AIC does not keep the kinds of records whereby these
 
data 	are easy to collate. Much of the type data that
 
would be useful is either not regularly published or 
is simply not available.
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Data on the indices of market prices and some specific

market prices can be found in the Agricultural Marketing

Information Bulletins published by the Food and Agricultural

Marketing Services Department. Baseline data used for the

marketing infnrmitio, pliblication is available, however 
not in 
a regularly published form. 
Some of these data were
used to look it the seasonal variation of prices discussed
 
in a later section of this report.
 

The first National Seed Seminar held at Kathmandu from
February 16th to 20th, 1983 contains an excellent set of papers.
From this document (much used by J.E. Douglas) one can derive

the " state of the art" of Nepal's seed industry. 
In addition
the participants are to be commended for their candid remarks
about problems in Nepal's seed industry. Included as Annex C
of this report are references and copies of sections of papers

dealing with marketing and pricing of seed in Nepal.
 

1.2a Currentpricingsystemi and distribution 

In thu paper, SeedPricing 
ubsidyandRelated Issues by
Dr. B.N. Kayistha (then Chief of the seed division) a brief
description of the AIC pricing system was presented. 
More
 
detail is presented throughout the report. 
The system
 
presented was:
 

Seed PricingSystem of AIC
 

"Production Cost
 

1. Procurement cost: 
 This cost includes base price of
crllection price and premium percentage given to the 
seed growers according to their seed quality. This
 
will include loading and unloading.
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2. 	 Processing cost: This cost will include labour, 

electricity, agro-pesticides used to treat the seed
 

and seed packaging material. At present the depreciation 

cost 	and maintenance cost of the equipments are not
 

included in the processing cost.
 

3. 	 Storage cost: No storage cost or maintenance is added
 

in seed by AIC.
 

4. 	 Transportation cost: Transportation cost is added on 

actual cost basis. Transportation cost is subsidized 

in the remote hills upto the district headquarter. 

This cost also includes loading and unloading in 

subsequent godowns.
 

5. 	 Other costs: Refer to shortage (losses) at the rate 

of 2 percent, incidentals 2 percent and administrative
 

expenditures 3 percent.
 

6. 	 Dealers commission: This is 6 percent of the seed
 

selling price. 

7. 	 Sales promotion and interest rate: No cost is added 

for sales promotion and no interest is added." (pp 277-278, 2) 

Other aspects of the policy are shown in Annex C in
 

excerpts from the paper.
 

In the publication Mini-Seedhouse Operation for Hill
 

Seed Production and Supply in Nepal presented by S.S. Bal
 

(and a paper of the Seed Seminar) the seed system is described 

as follows:

"Various steps involved in the system followed by AIC
 

are indicated below. 
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a. Foundation seed is produced by the coordinated 
crop programs and government firms (DOA).
 

b. Farmer-seed producers are selected by AIC. 

c. 
Contracts negotiated between AIC and farmers.
 

d. Foundation seed delivered by DOA to AIC and then 
to cooperating seed growers. 

e. Seed planted and crop grown and rogued by farmers. 

f. Field inspections by 'ed Technology and Improvement 
Program of DOA to check for varietal purity, 
isolation, ropuing, diseases and weeds. 

g. Seed crop harvested, dried, and cleaned by farmers. 

h. Harvested crop inspccted 
and samples taken by

Seed Technology and Improvemnt Program of DOA. 

i. 
Crop seed delivered to AIC for processing if it
 
appears to be satisfactory in quality. 

J. The farmer is paid local market price plus 15 
percent premium upon delivery.
 

k. Sample of the processed seed is analysed by Seed 
Technology ind Improvement Pragram of DOA and 
results delivered to AIC. 

1. Premium calculated on the basis of analysis and 
farmer is paid upto 20 percent more premium on 
the basis of quality of seed delivered. 

m. 
AIC completes processing and packaging.
 

n. Cr.tification 
tags are issued.
 

o. 
Seed is placed in short-Lerm storage by AIC. 

p. AIC is authorized to sell and deliver seed after 
re-checking germination. 
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q. Seed moved to distribution warehouses and 

country sale points.
 

r. Seed sold to dealers.
 

s. Saed sold to farmers. 

These steps basically apply to the production of 

certified seeod. Anoti ar cat.gory of seed produced and 

supplied by AIC is known as improved seed which is the 

progency of certified-Il class of seed and is field 

insp9cted by Aic staff themselves. Improved seed bears 

a yellow libel. The premium paid in this casu is a 

maximum of 30 percent and not 35 percent." (pp 4-5, 3) 

The pricing mechatnism used for seed pricing and
 

distribution are described above. The system as it
 

ic has two major subsidy elements. The first is in
 

prices and the other is in the costs area. It can be
 

argued that prices are not subsidized and that prices
 

paid ar premiums to induce good seed production.
 

Prices to seed producers are at levels above grain
 

prices which is as it should be. The level of price
 

contains several elements:
 

1. Base price based on high price
 

2. Premiums for quality
 

3. Political premium
 

Data on price indices published by the Food and
 

Agricultural Marketing Se.'vice Department Marketing
 

Services Divisionwere analyzed to see the seasonal
 

price variation of wheat, corn and rice. The data
 



were analyzed on a crop year basis beginning at harvest 
vith the wheat crop ye-ar calculated beginning with the
Nepali month Baisakh (April-May). For corn the analysis 
was made using the assumption that the main crop year
began with the Nepali month Bhadra (August/September) 
whereas the beginning month for rice was assumed to begin 
in Kartik (nctober/November).
 

Six years data were available for wheat and five 
years data for torn and rice beginning with the Nepali

calendar year 2035 (i978-79). 
The indices of national
 
monthly retail prices are based on the average of the
21 districts namely, Kathmandu, Farsa, Chitwan, Dhanusha, 
Morang, Jhapa, Rupendehi, Banke, Kailali, Surkhet,

Dankuta, Doti, Palpa, Nuwakot, Illim, Ramechhap, Bhojpur,

Rolpa, Jumla, Achham, and Kaski. 
 Historical data by

district should be available but it was not obtained on
this visit. 
These data would be valuable if a methodology

change to determine base prices were to be forthcoming.
 

The calculated seasonal indices of monthly prices for 
wheat were as follows.
 

Wheat
 

M-onth 

% variation from
 
annual average price
 

April/May (Baisakh) - 8.5 
May/June 
 (Jestha) 
 - 11.8 
June/July 

July/August 

Aug/Sept 

(Ashad) 

(Shrawan) 

(Bhadra) 

-

-

-

5.1 

2.5 

6.5 

(Range 18.4%) 

Sep/Oct (Aswin) + 2.1 
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Oct/Nov (Kartik) + 3.9 

Nov/Dec (Marga) + 4i1 
Dec/Jan (Poush) + 6.3 
Jan/Feb (11gh) + 4.6 

Feb/Mar (Frigun) + 6.6 

Mr/Apr (Chaitra) + 2.7 

The monthly average price versus 	average price for 

the crop yoalr for Rice is as follows:
 

Rice 

Month 	 % variation from annual 
average price 

Oct/Nov (Krtik) - 14.5 

Nov/Dac (Marga) - 17.4 

Dec/Jan (Poush) - 17.2 

Jan/Feb (Magh) - 6.3 

Feb/Mar (Filgun) - 4.3 

Mar/Apr (Chaitra) - 3.5 (Range 40.0%) 

Apr/May (Baishak) + 5.3 
May/June (Jestha) + 13.3 

Jun/July (Ashad) + 5.6 

Jul/Aug (Snrnwan) + 22.6 

Aug/Sept (Bhadra) + 9.2 

Sep/Oct (Aswin) + 8.4 

Corn
 

Aug/.Ip (Bhidra) 	 - 5.5 
Sep/Oct (Aswin) 	 - 13.6 

Oct/Nov (Kartik) - 9.3
 

Nov/Dec (Marga) - 9.6
 

Dec/Jan (Poush) 	 - 7.1 (Range 27.9%) 
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Crop Year 
 % variation from
 
annual average price 

Jan/Feb 
 (Magh) 

.3
 

Feb/Mar (Falgun) 2.7
 
Mar/Apr (Chaitra) 
 h.2
 
AprA.Iay 
 (Daishak) 
 14.3 
Nay/june (Jestha) 10.3
 
Jun/July 
 (Ashad) 
 11.4
 
Jul/Aug 
 (Shrawan) 
 9.2
 

The dat-a 
on wheat reveal that on the average the

high and low prices ranged about 189 over the past six 
years. The ranjke for rice and corn wore 40 and 28% 
respectively. 
Prices were lowest during and immediately

after h.arvest for all crops which is 
to be expected.
 
These rosults are shown in Figure 1.
 

Thus, if the highost price is selected as 
is

supposed to be the the seed farmers havecas. a subsidy
equivalent to storage costs until the highest price is

received. 
High and low prices are not always consistant
 
from year to year but one could conclude that farmers 
who produce seed are receivinF a prGmium for seed using
 
the "high price" concept. 

Premiums paid for quality can sum as high as 35%

for certified seed and if they are based on the "high

price" this would inflate the premium for seed as compared

to selling his excess produce (seed would fall in this
 
catagory) for grain at harvest. 
One official stated the
 
farmers received nn average of 20% premium.
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The third catoroiy listed above is labelled "Political
 
Premium" in sottinp the base 
price. Several of the papers
 
from the National Sued Seminar, as 
well as the APROSC 
report mentioned this factor. 
Several of the officials
 
with whom discussion were held also felt that the base 
price was biased 
upward by the base price concept of
 
pricing. It was beyond the scope 
of this consultant to
 
make an adequate assessment 
of this zatter. Detailed 
price data by district over several time periods would be
 
needed to make an assessment of this "political premium"

and it is doubtful that 
any definite conclusions could be 
made oven with a careful analysis. However, this consultant 
felt that it should be mentioned again in this report. 
If
 
the base price is in fact infl itod and a policy goal would 
be 
to lower seed prices to farmers then the level of price
 
premiums paid to seedsmen may be one place where prices may be cut. 

An example of the selling price fixation procedure was
 
presented by B.N. Kayastha at the National Seminar in his 
paper on Seed Pricing, Subsidy and Related Issues. This
 
table is presented here:-. 
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" SELLING PRICE FIDITiOM PROCEDURES OF AIC 

(Example Cne Hundred Kilogram of Processed Fed in F.Y. 1980-81) 

Items 	 Cost in Rs. 

1. Product cost (including premium) 254.16 

2. Transportation charge 	 4.92 

3. Loading and unloading 	 0.53 

4. Seed treatment 	 11.69
 

5. 	 Processing and packaging 15-50
 

Pub Total 286.80
 

6. Riortage or losses (@21) 	 5.85 

Sab Total 292.65
 

7. Incidental (@ 2%) 	 5.85
 

8. 	 Administration (@ 3%) 8.78
 

9ub Total 307.28
 

9. Dealer commission (@ 6%) 19.61
 

Total 326.89 "(p 283,2) 
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T.he table reveals that the final seed price includes
charpes for transportation, loading and unloading, seed 
treatment, processing and packaging, shortage or losses,

incidental, administration and dealer commission.
 

Discussions with AIC personnel led to the conclusionthat these charges were somewhat arbitrary since no detailed 
system of record keeping was available that one could 
compute some of these charges. Additionally some of them

would varj from year to year thus complicating: the matter
further. In the example given added charges amounting to
approximately 29. of product cost were ,added by AIC. 

The dealer commission of 61 receivcd attention in
writings about the seed program and was also discussed 
with several of the industry personnel. It is felt that

the size of this commission may be a limiting factor in the

distribution of seed, especially in the hills where sales
 
are scattered 
and smaller. There is no more economic 
justification for havin, one commission rate than there
 
is having one uniform national price for seed.
 

Given the above discussion and reflecting on conversations
 
with several individuals as well as having had the benefits
of the views of several previous consultants it is concluded
 
that some restructuring of the price structure may be in
order. The methodology currently being used to arrive 
at prices ,ivun the constraints present in Nepal appears

sound. A reordering of the relative importance of the
individual components making up the final price of the
product I feel would be in order. 
As an example, if the

quality premiums were to be cut by 10% and the dealer
commission were to be raised to l0Y 
the end result would
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be more interest in selling and lower prices to farmers.
 

Seed growers would not be happy with such a reordering
 

but would probably not stop producing seed since seed 

production would still be to their advantage over grain 

production. The numbers !iven above are obviously 

arbitrary, however the matter should carefully be consi

r'ered by industry porsonne]. The matter of a variable 

commission somewhat based on cost should also be given 

careful considoration.
 

The mittor of subsidized transportation from the 

Ter.ii to the hills is another matter for consideration 

in seed pricing in 1epal. The offective subsity of this 

transportation is equivalent to the difference in production 

costs between the two areas. One official felt that all 

seed should be produced in the Terai. It is felt by some 

that the transportation subsidy shows the privatization
 

of the hill seed industry.
 

1.2b Mini-seedhouse Operations
 

The mini-seedhouse concept is a uniqua concept in 

the distribution of seed to isolated farmers. Given the 

discussions that were held with various officials it is 

felt that the concept is sound and will result in many 

remote farmers having "iccess to improved planting materials. 

An excellent documentation of the experiences of the SPIS 

project is presented by Bal in Mini-Seedhouse Operation 

for Hill Seed Production and Supply in Nepal. 

Data presented in Table 1 show the collections of 

whoat to dite in the first full year of seed production 

at all of the sites. 
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-bedtesting data (Reports from STIP) received by

SPIS personnel show 
 that the seed is ;f excellent quality. 
Most Samples wore above 95%germination. 

Some of these units will be run as private enterprises
by seed associ-itions. The SPIS project has subsidized thesites with the buildinp and equipment and supplies to help
the association get started. 
 It is felt that 
some trans
portation subsidy within the hills would also be beneficial
 
in the establishment of viable organizations. Depending
 
on the success 
 of these beginnings there may be a model
developed that can be used for further expansion of the 
concept. If these prove to be successful the end result
will be more involvement of the private sector in the seed
 
industry and improved seed quality for farmers, both goals
of HMG/N and US:,D (sponsor of the project).
 



DETAILED WHEAT SEED MULTIPLICATION
 

SPIS/AIC
 
Table 1 1983-84 As of July 1984
 

SIN SITES 

AREA DIT Ha & VARIETY 
RR 21 UP 262 

IL 30 14 qZ 
z 

ol 
z 

1.2. 
3. 

4. 
5.6. 
7. 
8. 

.RampurtarPhidim 
Chainpur 

Fakhribas 
JirikhimtiYampa 
Bhojpur 
Trishuli 

1010 
10 

20 
1010 
10 
15 

8.0010.00 
7.20 

5.00 
7.507.29 

10.00 
I5.00 

--
-

-

--
-

-

--
-

-

--
-

-

70 

23 

8 
2517 
22 
29 

11 .50 

11.00 

7.50 
11.5011.00 
15.00 
22.50 

4.0013.00O.OO 
8.00 

3.00 
3.006.00 

19.00 
18.00 

6.17 

4.00 

2.94~ 
3.926.83 
4.65 
3.25 

715.0 

To be private run 

9. 
LO. 
31. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 

Charikot 
Dhadingbesi 
Arughat 
Sundarbazar 
Gyandi 
Galkot 
MaJuwa 
Bijuvar 
Chaurijhari 
Dailekh 
Patan 
Dipayal 

Total 

15 
6 
7 
28 
13 

4 
14 
-
10 
10 
10 
10 

222 

8.00 -

5.00 1.0 
7.00 1.0 
28.00 2.0 
10.00 2.0 

4.00 1.0 
13.00 3.0 

- 5.0 
0.75 -
5.00 -
3.00 -
1.00 -

15..74 15 

-

-
1.0 
2.0 
1.4 
1.0 
3.0 
5.0 

-
-
-
-

13.4 

20 
5 

25 
85 
60 
27 
49 

5 
1 

70 
9 
2 

5 

12.00 
7.50 
12.00 
45.00 
18.00 
7.50 

24.00 
7.50 
1.00 
7.50 
4.50 
4.50 

560D.OO 

3.00 
3.50 
5.00 

16.80 
6.00 
1.00 

24.20 
5.50 
1.00 
1.00 

-
-

1L.Uo 

-* 

4.75 
* 

5.00 
3.50 
4.00 
4.25 
2.94 
3.19 
4.35 

-

Private run 

Private run 

NL 30 variety 

Rain damage 
Disease Affected(Bunt) 

* Farmers fix own price. 
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1.2c Cost and Production Data
 

As stated elsewhere in the report one of the constraints is inufficiont data to adequately assess the problems.
,%one of the data that follow reached this consultant at the
end of the consulting period but it was felt that it should 
be included so that those following would have access to
 
the information.
 

Cost of production data were available for one of the 
areas of the SPIS Project for the 1983-84 wheat for the
Chainpur site in Sankhuwasabha district. 
 Their data
 
are shown in Table 2.
 

Gaudin 
 (IHDP) presented data (Table 3) showing returns 
to family labor and rross margin returns per hectare for 
wheat in 1982 (Lekh).
 

The gross margins of both sets c' data show similar
 
returns above costs. 
Both of these areas are in the hills.
 
The SPIS data showed an average yield of 1357 kg/ha while the
 
IHDP data estimated the yields to be 1380 kg/ha.
 

Discussions worith GTZ personnel revealed that they were
workin! on production cost data, but had nothing published
 
yet. 
These data were to be available very soon according
 
to GT.
 

In hills costs are represented adequately by these data and
if 
these costs are compared to the prices paid for seed it
would seem that seed production would be a desirable alternative 
for hill farmers. 

The data roiven to this consultant by AIC on collections

sales and prices are 
shown Tables 4-8. 
Data on collections
 
and sales and prices paid for seed and prices charged for

seed are shown in these tables. Historical data on seed sales

by AIC 
 presented in a report presented at the National
 
,9edSeminar 
 is included (Table 9). 
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Table - 2 
1983-84 

AVERAGE COST OF WHEAT SEED PRODUCTION BY SPIS PROJECT 

SED GROWERS OF CHAINPTUR (SMIKHUWASABRA) 

No. of farmers - 22
 

Total area - 156 Ropanies (One ha=20 Ropani)
 

The production statistics per Ropani, as supplied by the
 

site JT, are as below:
 

(a) Expenditure in Rs. 

Compost 2.64 

Land Preparation 43.83 

Seed 4o.5o 

Fertilizer 48.25 

Planting 0.62 

Rouging 2.45 

Irrigation 3.52 

Harvesting 9.92 

Threshing 7.42 

Cleaning & Drying 5.96 

Transport 4.71 

Total expenditure: 169.82 

(b) Income*
 

Seed @ Rs. 4/- per ;cg. 207.47
 

Grain @ 3.5/- pur k g
 
(including rain affected 
seed not purchased) 58.66
 

Gross Income 266.13
 

Net return per Ropani (B-A)
 
(Over direct expenses) 96.31
 

Net return per hectare 1926.20
 

*Excluding premium 



Table  3 

IHDP 
LEKH-WEAT, 1982 

Table to show return to Family 
Labour Rs./Hrs. and gross 
margin Rse/ha (Simple Weighted Average) 

Pocket 
Area 

Variety Gross 
Value 
of 
Product 

COST Ri/,A 

!ED1Com-
Inst 

Hired 
L~bour 

Total 

Gross 
Margin 
RsAa 

F,71IL LkBOTJR 
"-rs ha, 

Direct Indi- Total 
rect 

Return 
to 
Family 

Labour 
RsArs. 

SAILTUNG IfPROVED 
RR-21 

2939 

_ 

630 307 254 1191 1748 2248 614 286! 0.59 

, PRICE 

, PRODUCT Rs. 3.12/kg 

SEED Rs. 3.28/kg 

CCX4POST "s. 0.50+1 Hrs j Labour/Dolo 

HIRED LABOUR Rs. 1.00/HRS 
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Contd.. Table 3
 
SU1h!1ARY TABLE 

TYPE TOTAL # AVERAGE AVERAGE AVERAGE AVERAGE AVERAGE TOTAL TOTAl. 
OF OBSER-
VATION 

YIELD 
KG/HA 

CEED 
R TE 

COMPOST 
USED 

HUMAN 
LABOIR 

FARM 
SIZE 

OF CHE-
MICAL 

OF 
PEST 

KG/HA DOKOAIA HRS/HA ROP. FERTILI-
LER TJEI 

INTENSIVE 14 942 192 614 2502 14 -

EXTENSIVE, 32 990 - 439 - 13 - -

Yield by village (Home and land Address of the Farmers) and type. 

POCKET AREA PANCHAYAT NAM 	 VILLAGE INTENSIVE EXTENSIVE 
NAME 

No.o! Av. No.oZ Av.
 
Cases yield Cases yield


kg/ha kg/ha 

JHOR 7 1032 20 loll 

SAILUNG SAILUNGE 9JORI 

MANAGAUN 7 852 12 955 

All the Samples were collected from the Bariland just near 
by the residential houses of the farmers. Hence, yield by 
Home AdJress and Land Address are the sai,: as listed above. 
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Table 4 
AGRICULTURE INPUTS COiUPO1LTION 
WHEAT SEED COLLECTION RECORDS 

SA DEVELOPMENT REGION 1WMIT COLLECTED QUANTITY (M. TON) 
----------

1981-82 1982-83 1983-84 
1. EASTEHN 

REGION 
DEVELOPMENT 935.000 

+400* 
2401.000 2785.307 

2. CENTRAL 

REGION 

DEVELOPMENT 2436.692 

+1200* 

2228.000 2340.506 

3. ESERN DEVELOPMENT 

REGION 
894.500 1590.347 1826.O04 

4. MID WEST.RN DEVELOPMNT 

REGION' 
344.624 499.000 415.540 

5. FAR WESTERuN DEVELOPIENT 

REGION 
135.500 )44.OO0 432.340 

TOTAL 3745.716 6862.347 6899.791 
1600.000 

5345.716 

* SEED COLLECTED FROM FLOIR MILL AS SEED AT THE TIME OF PLANTING 



Table 5
 
PADDY & MAIZE COLLECTION
 

RECORD*
 

Offices Paddy Maize
 

1892/83 1983-84 1982/83 i-983/84 

1. Biratnagar 108.000 292.000 30.000 20.000 

2. Janakpur 208.000 101.345 50.000 33.775 

3. Bharatpur 155.000 292.000 76.000 190.000 

4. Bhairahawa 175.000 133.000
 

5. Nepalgunj 44.O00 46.000 

6. BirgunJ 70.000 - 197.000 122.000 

7. ]1angadhi 6.000 21.000
 

8. Rajapur - 35.000 

9. Kathiandu 50.000 .13.000 

10. ItUri 36.000 

11. Nawalparasi - - - 15.00 

Hills 23.000 20.000 33.000
 

Total 875.000 933.345 373.000 413.775 

* Does not include SPIS sites. 



Table 6. AGRICULTURE INPUTS CORPORATION 
WHEAT, PADDY, MAI7E SALES RECORDS 

S/N LOCATION WHEAT SALES QUANTITY (MT) PADDY SALES QUANTITY (MT) MAIZE SALES QUt!,ITITY (Mr)(HILLY
REGION) 80-81 81-82 82-83 83-84 80-81 81-82 82-83 83-84 80-81 81-82 82-83 

1. Dhankuta 9.841 12.290 69.040 5.043 1.360 2.760 0.145 0.332 0.728 0.566
2. h1am 
 25.950 27.323 47.680 19.720 
 0.400 1.393 0.910 
 2.249 3.000 10.840
3. Panchthar 8.324 13.430 13.323 20.920 
 0.161 1.219 1.010 
 0.304 1.000 1.920
4. Terathum 5.530 5.016 17.750 8.072 1.004 0.563 1.123 
 0.332 0.315 2.254
5. Okhaldhunga 9.3h0 4.770 10.517 9.360 0.175 2.624 
0.971 0.295 0.995 
9.9006. Diktel 
 9.753 8.820 13.289 9.326 0.399 0.200 
0.052 
 0.682 0.349 1.304

7. Blojpur 6.433 
 7.308 24.412 15.804 0.800 0.562 
0.258 0.614 1.074 
8.444
8. Sankhuwasabha 0.491 12.885 26.806 
 - 0.491 0.745 0.210 1.678 1.488 
 4.059
9. Taplejung 
 - - - 17.000  - - -10. Solukhumbu 
 - - - 0.120 -

-

- -



-11. Sindhuli 
27.020 10.400 27.960 9.360 5.495 13.600 11.505 



1.930 0.740 
1.480

12. Ramechhap 21.399 14.767 17.240 6.913 5.080 11.790 4.470 6.570 2.100 1.312
13. Dolakhi 
 6.968 4.570 
0.785  - - 0.050 - - -

83-84 



Tab1~onld. 

S/N rOCATION WHEAT SALES QUANTITY (MT) PADDY SALES QUANTITY (MT) MAIZE SALES QUANTITY (11T) 
\AILLY -R(r.TOW) 80-81 81-82 e2-83 83-84 80-81 81-82 82-83 80-81 81-82 82-83 

32). Dhadingbesi 12.950 6.900 6.720 2.190 0.070 0.157 0.305 5.360 1.829 3.531 
15. Gajuri - - 3.169 4.840 - - 0.397 - 1.525 
16. Kathmandu 2.822 7.225 17.670 11.690 2.822 4.997 6.997 4.429 8.583 4.330 
17. Hetauda 8.040 9.272 16.240 7.348 2.515 6.201 2.430 13.625 9,628 37.333 
18. Raouwa 3.652 1.737 3.914 1.332 - - - 0.507 0.668 0.616 
19. Trishuli 3.740 3.806 4.740 2.680 - 0.148 0.662 6.154 2.025 2.817 
20. Barhabise 1.840 3.880 2.560 1.520 0.200 - - 0.340 0.650 1.662 
21. Gorkha 8.110 17.420 38.500 32.190 - 0.458 0.977 1.571 1.502 4.373 
22. Lamjng 31.330 32.441 53.140 -- 0.080 1.I05 0.370 0.500 0.850 3.008 
23. Tanahu(Damauli) 0.38a 35.900 67.676 43.100 0.388 0.280 0.175 0.652 3.970 2.320 
2.4. Kaski(Pokhara) 2.560 19.520 31.506 12.720 2.560 0.580 71.432 5.854 3.045 4.386 
25. Syanja 17.720 31.905 40.361 22.180 0.185 0.912 0.638 1.720 1.547 4.010 
26. Parbat 8.960.16.340 38.040-19.167 - - 0.035 0.320 1.240 0.820 



Table 6..Contd...
 

S/N LOCATION 4HvJ.14T SALFS QUANTITY (MT)(HILLY 80IZE 81T,82 PADDY SLES QUANTITY(MT)82-83iT83 8(0---------------)- MIZE SAL;S QUATITY (NT)
REGION) 80-81 81-82 82-83 83-84 80-81 81-82 82-83 80-81 81-82 82-83


27. Baclung 14.875 26.182 h6.388 11.282 0.075 0.256 0.126 0.293 2.173 1.36028. Mustang 
 15.165 14.040 9.945 3.085 - - 0.364
29. Palpa 
 3.640 17.480 17.495  - 0.035 0.036 
 0.756 0.720 0.80930. Gulmi 

-


22.840 42.822 45.160 40.289  1.620 3.954 6.700
31. Arghadhanchi 


25.549 19.642 36.410 38.680 - _  0.544 2.519 4.930
3k Manang 


11.000
 
33. Itrag,-di 


19.340
 
34. Salyan 6.239 2.385 
3.899 0.807 
 0.085 


6 0.017 0.23235. Musikot 
 .194 
1.61 0.609 0.924 0.194 
0.864 
 0.039
36. Pyuthan 
 7.816 
 9.965 26.768 11.230 
 0.436 0.049 
 0.420 1.037 
0.819

37. Chaurhari 
 0.094 
 0.991 0.237 
 0.094 
 0.035
38. Surkhet 
 0.471 3.792 10.598 1.531 
 1.741! 1.073 
1.304 
 0.091 0.580 
0.184
39. Dailekh 
 0.245 0.475 1.99M 
0.998 
 - 0.170 1.598 
 0.337
40. Jumla 
 2.755 1.465 6.037 
4.009  0.139 0.028-
 0.104
 



Table 6..Contd.. 

S/N LOCATION 
(HILLY 
REGION 

WHEAT-SALES QUANTITY 
80-81 81-82 82-83 

(MT) 
83-84 

PADDY SALES QUANTITY 
80-81 81-82 82-83 

(Mr) MAIZE SALES QUIANTITY 
80-81 81-82 E2-83 

(W) 

41 

42. 
43. 

44. 

45. 

46. 

Rolpa 

Mugu 
Dolpa 

Doti(Siliguri) 

Bajhang 

Dadeldhura 

3.750 

14.369 

0.716 

9.192 

2.445 

0.813 

9.219 

0.043 

4.830 

3.300 
2.800 

14.180 

4.599 

0.285 

2.486 

0.136 
0.322 0.067 0.073 

0.059 

0.772 

1.130 

0.101 

47. Baitadi 1.725 1.395 30.150 2.400 - 0.895 6.056 0.005 0.004 

48. Darchula 0.051 0.107 4.892 9.850 - 0.038 0.005 0.027 O.106 

49. BaJura 2.600 

50. Dipayal 5.758 5.758 0.252 



Table 6
..... ontd..
 
SIN LOCATIONTarai Region WHEAT SALES QUANTITY (MT')PE], DDPADDY S L SQUSALES N T Y(MQU3 T3T (MT)) MA I Z S diLE QUQUNIT3TI Y(1. hadrapur 37.900 S )16.995 133.767 50.000 11.007 114.905 27.487 4.801 1.967 6.1322. Damak 
 41.000 48.322 103.864 108.088 
 5.080 16.854 20.4063. Biratnagar 4.810 0.440233.064 206.369 572.079 305.120
4. Itahari 9.787 21.260 34.579169224 206.806 9.171 14.144 5.348481.828 230.000
5. Rajbiraj 10.740 10.352 16.815
37.875 5.433 1.003
77.909 225.112 56.421 5.621
1.410
6. Siraha 5.630 37.538 
 0.408
3.340 10.575 117.684 0.520 5.248
1.120 0.807 0.615
7. 1.857
Lahan 0.118
7.360 . 2.37
20.733 130.162 
 6.380 
 0.580
8. Uaypur 1.640 7.413
10.976 0.480 0.360
6.272 12.849 7.225 1.729
0.316 2.256
9. Janakpur 2.224 1.510
79.439 120.942 373.915 0.667 1.072
45.000 
 5.402
10. Sarlahi 9.129 112.292 0.888
50.889 3.595
44.161 118.890 44.458
9.800 
 7.612
11. Birgunj 146.070 424.190 411.260 170.480 

6.775 21.400 0.807 5.114 3.31033.000 24.443
12. Gaur 54.634
16.831 17.968 8.000 12.018 33.275
50.395 7,775 
 7.942 
 - 10.699
13. Chandraniga 5285
 
18.880 


3.517
hanpur
 

2.961 



Table 6 Contd..: 

S/N LOCATION 
Tarai Re'ion 

WHEAT SALES QUANTITY (MT) 
80-81 81-82 82-83 83-84 

PADDY SALES QUANTITY 
80-81 81-82 82-83 

(MT) MIZE SALES QUANTITY (MT) 
80-81 81-82 82-83 

14. Bharatpur 93.800 122.760 197.538 208.920 0.053 8.510 25.847 3.306 15.820 20.760 

15. Bhairhawa 46.892 95.685 259.802 84.000 49.646 19.663 144.945 1.951 5.182 2.865 

16. Taulihawa 2.468 14.101 33.862 17.592 2.949 6.951 8.776 0.073 0.412 0.735 

17. Krishnanagar 8.030 21.832 40.370 23.727 1.835 6.451 4.716 0.068 0.205 0.741 

18. Nawalparasi 45.640 108.400 151.390 118.940 4.610 11.267 5.321 0.479 4.423 2.711 

19. Dang Ghorahi 4.135 1.700 58.063 40.000 1.505 0.845 1.717 0.295 0.950 1.371 

20. Tulsipur 1.970 17.265 33.480 13.510 0.048 1.051 0.300 0.531 

1 21. Banke(Nepalgunj)12.336 34.082 56.653 24.430 4.894 6.093 28.655. 0.475 4.263 2.953 

C 22. Gularia 21.406 31.427 63.302 24.341 4.355 6.510 6.580 0.280 2.360 1.096 

23. Rajapur 16.110 26.103 47.210 53.330 1.750 3.969 1.614 0.070 0.338 0.840 

24. Dhangadhi 3.935 31.488 70.737 52.000 1.760 2.668 11.774 0.311 0.446 1.651 

25. Mhendranagar 9.252 27.820 59.122 20.460 6.430 0.275 10.506 0.335 0.328 0.400 
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Table - 7 

Wheat Seed Purchasing Price 

Location Purchasing Price/QT 

1982/83 1983/84 

Jhapa 

325.O0 
 302.50
 

Biratnagar 
 400.oo 
 302.50
Janakpur 

343.27 
 319.00


Birgunj 
 345.00 
 333.50

Rajbiraj 


326.00 
 285.oo

Bharatpur 


345.00 
 302.50
 
Bhairahawa 


354.OO
 
Parasi 
 345.oo 
 302.50
 
Nepalglnj 


282.50
 
Gularia 


280.00 
 202.50

Gulmi Tamghas
 
Dhankuta 425.00
 
Chainpur 294.OO
 

Phidim 4oo.oo
 

Jirikhimti 439.00
 

Yamkha 392.00
 

Bhojpur 483.oo
 

Trishuli 465.00 
Baglung 325.00 

4 0 . 00Gul m I 
Pyuthan 45.00 

Diktel 294.oo 
483.00 
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Contd... Table 7
 

Location 

Dnadingbesi 


Pokhara 

Damauli 

Tulsiplir 

Dhangadhi 


Damak 

Rajbiraj 


Bhadrapur 

Mahendranagar 


Purchasing Price/QT 

1982/83 1983/84 

345.00 

330.00 

320.00 

300.00 

275.00 

325.00 

326.00 

325.00 

475.20 

350.00 

285.00 

311.00 
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Table - 8 

Wheat .ed %lling Price for Fiscal Year 

1983/84, (0401)
 

Location 
93l1ig Price/0T 

Pokhara 

532.20
 

Syanja 

743.68
 

indhuli 
399.70 

Baglung 
661.46 

Damauli 
518.45 

Charikot 
532.0o 

Lamjung 
856.00 

Rajapur 
532.20 

Janakpur 
681.85 

Dag 
515.46 

Tulsipur 
515.46 

Mahendranagar 
681.85 

Biratnagar 
674.87 

Nepalgunj 
595.79 

Gularia 
454.28
 

Hetauda 

667.11
 

Rautahat 

681.85
 

Itahari 

667.20
 

Bhairahawa 

642.82
 

Rajbiraj 

675.00
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Table - 9 

SALE S OF SEEDS BY AIC 

m.t.
 

Year Quantity of 3ed Sold 

Vegetables Paddy Maize Wheat
 

1965-66 ... 

1966-67 - 140 - 161 

1967-68 - 231 30 508 

1968-69 - 253 49 426 

1969-70 - 210 40 411 
1970-71 - 102 ,7 326 

1971-72 - 265 56 814 

1972-73 - 163 5o 1873 

1973-74 - 414 46 1366 

1974-75 - 328 51 1555 

1975-76 - 184 345 1727 

1976-77 3.7 359 105 1811 

1977-78 4.8 300 145 2098 

1978-79 5.3 256 93 2073 

1979-80 5.0 306 149 270 

1980-81 7.8 204 104 1516 
1981-82 8.5 243 134 2217
 

Source: 9ed Program Development Strategy: Upadhayaya (p262, 2)
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2.0 Seed Quality and Seed Subsidy in Nepal 

2.1 3aed Quality 

One of the major problems faced by ary seed industry
is quality. it is also a major problem in Nepal. It is 
well documented that after physiological maturity in the 
field all that can happen to seed is detrimental to quality.
All that can be hoped for is quality maintenance. 

Farmers are also aware of quality and will be hesitant 
to purchase seed where they have a 
question of quality.

91bistance farmers are even more quality minded since the 
risks of crop failure due to poor seed are extremely high. 

In Nepal maintaining good seed poses many problems.

There are problems at all levels in the marketing channels 
from the seed farmer through the system back to the user. 
In fact, in the case of corn there is often a major problem

arising in that proper drying cannot be accomplished due to 
the rains during the harvest season.
 

Lack of adequate facilities for quality maintainence
 
and a lack of understanding 
 from handlers that seed are 
live and need to be kept live are 
 major sources of quality
 
problems.
 

The specifics of some of the problems in storage,

transportation (porter, etc) 
are well known and well
 
documented elsewhere and will not be dwelled on 
 in this
 
report. Many advances in the construction of storage
facilities and training have been made over the past

several years,however much remains to be done.
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This consultant agrees with the recommendation of former 

consultant Dr. J.E. Douglas when, he states "This report 

recommends that the AIC seed programme take immediate steps 

to improve its management of seed stores and institute an 

internal quality control programme with a seed quality control 

officer". It is understood that STIP plays a major role in the
 

areaof quality control; however, they alone cannot and should 

not be expected t: surve the needs of JC in quility control. 

Needs for both equipment and personnel should be carefully 

analysed and an all out effort to provide these ara a must 

for the future of the seed programme.
 

An example of the problems faced by AIC in the hills is
 

illustrated below. One of the goals is that the hills be
 

self sufficient in seed production. This would both lower
 

transport subsidies and increase quality of seed provided hill
 

farmers. Many (f the quality problems discussed were due to
 

problem encountered in moving seed from the Terai to farmers
 

in the hills.
 

Data provided by AIC personnel with respect to the SPIS
 

hill seed multiplication program reveal that 586 famers were
 

contracted to provide an estimated 256 MT of wheat seed for
 

the 1983-84 season (Table 1). With these figures it can be
 

easily seen that a system of quality control needs to receive
 

utmost attention from AIC. 

Thus far actual collections from the estimated 256 tons 

have been 141 tons. More A is expect ' to be collected. 

The results of SPIS hill seed production in its first 

full year are an excellent beginning. Personel working with 

the project feel that the seed produced in the project are of a 

high quality (Discussion with Mr. Bhagwat Sirestha). Samples 

returned to SPIS from STIP showed that most of the samples 

germinated above 95%. The sdle price for the 1983-84 wheat 

seed has not been established at this time.
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This consultant has what he calls a "Restaurant Theory,
concerning seed quality that sums up the importance of good
seed. 
Very simply the theory is that farmers are about seed
the way most people are about restaurants. 
If y-u go to a
place and gui, nigh otility food with excellent service youwill probabhl 
 rcturn even if the price were a little higher
than you thought it should be. 
However, if you go to a place
and are disappointed you will be hesitant to return regardless

of the price. If you do return and are disappointed a secondtime 
 it will probably be your last trip unless you hear that
 
drastic changes have been made.
 

From discussions with many people I feel that many people
have been disappointed the first time often through no fault
of AIC personnel. 
It is felt that it is time to begin to makesome of the changes in addition to the ones already in progress. 

Discussions with some of the personnel revealed that one
of the considerations being discussed is that AIC change its
operations such that only certified seed are handled. 
Since

cirtified seed are normally subject to higher quality control
standards that this is a goal worth persuing. 
However, if AIC
deals only with certified seed, there should not be a temptation
to certify everything AIC has. Seed 
not meeting the standards

should be disposed of as grain. 
Careful consideration to providing
the needs of farmers needs to he given, however a systematic move
in this direction is recommended. 
It is felt that a strong
internal quality control program and the st nlards of STIP
 
would help AIC to provide a higher quality seed.
 

Current storage facilities of AIC need to be carefully
studied to see what modifications need to be mide to improve

the facilities so 
that quality will be better maintained.
 
It is suggested that a list of needs to improve current godowns
be compiled by the AIC seed division and that these needs be
given attention. 
It is possible that improvement of current
facilities could be included in a future project with USAID 
or some other donor.
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2.2 Seed Subsidy 

In Nepal the seed industry is subsidized in several 

ways. Some of thesc are direct and easily quantifiable 

others are indirect and could be classified in other manners. 

Examples of some of these subsidies are: 

1. 	Inputs from outside donors USAID, GTZ, FAO, Japan,
 

Peace Corps etc.
 

2. 	AIC seed division (not a money making organization)
 

a. 	Personnel
 

b. 	Seed Plants
 

c. 	Transportation
 

3. 	 the STIP 

4. 	 Research Farms and Foundation Seed Programs 

5. 	DOA storage houses and extension agents.
 

The above list is not all inclusive, however each of these 

units and,I am sure,some others make contributions to Nepal's 

seed industry. Even if the "improved seed" industry distribution 

system were to enter the private sector most of the above
 

listed institutions would remain as viable contributors to the 

industry. 

Discussions with several officials revealed that
 

guidelines for the Seventh Five Year Plan reveal an interest 

on the part of HMG/N to reduce subsidies. 

The 	major target for the seed industry as this consultant 

sees is the specific subsidy on transportation. It is-felt
 

by some that a reduction in this area would help the private 

sector to furthcr de rlop. 
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Before specifically commenting on the worthiness ofthis goal a few commcnts on the general nature should beaddressed. One of the major economic justifications for a
subsidized seed program is the transfer of technology
resulting in increased use of high quality seed that wouldresult from this subsidy. If in fact the result of a programare such that therc is increased production from using high
quality seeds and the returns of the increased production
greater than the cost 

are 
of the project then the expenditure onthe project can be justified. Analysis has shown over andover that the social returns to a seed project are very soundfrom an economic viewpoint. However, analysis has also shownthat the "players" in a seed enterprise often do getnot

enough returns to encourage participation of private firms.
Most of the returns resulting from high quality seed use godirectly to the farmer and not te seedsman. In the case of
hybrid seed and specialized seed (vegetable, etc) enough
returns can be hold by the private concerns to economically 
justify private industry participation. 

More specifically- if as a result of decrease in transportation subsidies the end result would be lower usa.ge ofHvV seeds the savings from the reduction in costs could be more
than offset by the value reduced production at the farm level
that would have taken place at a higher subsidy. Policy

mkers will have 
 to mke this assessment by comparing the 
anticipated tradeoffs.
 

Revelent questions to be considered are: 

How much1. redlied flow of improved seed to farmers would 
result if the subsidy were removed ?
 

2. What is the marginal value of products derived from 
having this subsidy ? 
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3. If less food is produced as a result of lower 

uses of HYV seeds due to cuts in transportation 

suiisidios how will this effect the already food 

doicit hill area ? What will be the cost of
 
transportinf- added food versus transporting seed 

from the Terai ?
 

4. Can HMG continue to subsidize the seed industry
 

given budget constraints ?
 

If an assessment leads one to the conclusion that the 
increase in the value of production is less than the cost 

of the subsidy the solution is obvious;if not subsidies 

rwy be justified for the runshort (if HMG/N can afford the 

subsidy in the short run) 

As may be the case in Nepal and with many other under
developed areas of the world, 
 farmers are not convinced of the 
value of seed -andchanging their mind may be a long run 

proposition. 
If the case in Nepal is such that farmers are
 
aware of the value of high quality seed and they would purchase 
the seed without the subsidy then again the solution is obvious. 

It is not obvious to this consultant in this short time frame
 

just where the farmers of Nepal lie. It may be that there are
 
elements of both sitiiations in the country. If this is the 
scenerio then HMG may want to follow a dual policy for differemt 
areas of the country. For example, there may be a strong 

justification to highly subsidize a seed program in the hills 
to get seed of improved varieties used, whereas farmers in 

other areas of the country have already been made aware of 
the value of high quality seed, and %'e already using them. 
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A specific case where subsidies were discussed was thesubsidy on 100% of transportation costs from the Terai 
the AIC district office 

to 
in the hills by HMG Private

individuals feel that this subsidy has a direct effect of
 
holding back 
 the development of a hill seed industry. Itis this consultant, s understandinr that there is no subsidy 
on transportation beyond the district office. 
Thus, the

effective subsidy is not the transportation costs but the

difference in production costs between the hill and Terai.
 
There is the feeling by some 
that transportation subsidies in
the hills could be used to help establish the industry there.
Data are not available to critically assess this matter but

the matter should be given careful consideration in planning.
If the subsidy is removed relevant questions to ask would be
Would seed be available In the hills without the transportation
 
subsidies ? What is the value to farmers of having the seed ?
Would the current food shortage in the hills be larger as a
 
result of reduced supplies of improved seed ? 

Transport subsidies within the districts in the hills
would help to improve the use of seed in the area. Ifprivatized mini-seedhouses received some transportation
 
subsidies thay could also be more apt to succeed.
 

The IHDP project subsidizes internal transport of seedand.has found this policy to be helpful. On a national ortotal hill basis the cost of such a subsidy would have to be 
carefully considered. 

The above questions are questions of HMG/N policy goalsand have broader implications than the savings on transportation. 



With the advunt of SPIS and other programs in the
 

hill section seed production of HYV seed has begun on a
 
formalized basis. (Specifics appear elsewhere in this
 

report and in greater detail in other documents). This
 
is a noble venture thatin it will red,ce the amount of 
transportation subsidy needed in the Inng run and probably 

more importantly it will eliminate some of the quality problems
 

that have plagued the seed distribution system due to the
 
long transportation time required. 
In addition the seed
 
will be available to farmers on a more timely basis (another
 

major problem for AIC distribution system).
 

3.0 Analysis of Pricing System
 

3.1 'hort run effects of current pricing system
 

The present pricing system encourages production of
 
seed by farmers for sale to AIC. 
 The base price concept
 

based on an attractive price and quality premiums both
 
encourage seed production. If the "political premium"
 

(discussed in another section) is actually part of the
 
pricing system it also encourages production of seed for
 
sale to AIC. 
 This system leads to high procurement costs.
 

The costs associated with conditioning and distribution
 
added to the procurerent cost, even though AIC do not include
 

all costs associated with getting seed to the user, results
 

in a relatively high cost of seed to farmers. 
The final
 
seed price probably has the overall effect of limiting seed sales.
 

Quality of the final product in reality also plays a
 

major role in the sale of seed and cannot be separated when
 
discussing price. 
Review of literature and discussions with
 
individuals revealod that AIC seed has often been of poor quality.
 



Often the quality problem results from improper storage

and handling of seed not within proper management control
of the seed division. 
 The interplay of these factors makes
it very difficult to make an adequate assessment of the 
pricing system.
 

It is felt that the separate pricing of individual lotsof seed of the same variety of seed (often of similar quality)can cause confusion among purchasers. 
A system may be evolved
whereby differential pricing of certified and improved seed
is adopted. But the prices of a particular variety in a givenlocation should be the same if the procured seed is of a quality 
to be labeled as seed.
 

The commission 
 of six percent throughout the country Ifeel may hinder the sale of seed especially in Uie hills where
the quantity purchased for seed is low. This results from
 
the sr 
ill land holdings of farmers. 

During the recent past prices have been lowered duringthe season. While it encourages sales (some portion goingas grain) it his the effect of ill will among farmers whopurchased seed early in the season. This type of short runsolution may cause long run i~roblems. It is a sound businesspractice to sell excess untreated production at reducedprices after the planting season, however changing prices in
midseason may result in farmers waiting to purchase seed

until the last minute in hopes that AIC will reduce prices.
 

The current pricing system both encourages and
discourages private ventures. 
While the system results
 
in high price (compared to grain price) to farmers it
 encourages individuals to sell seed since there is a
relatively high margin for private individuals who wishto compete with AIC. Privato enterprise will be encouraged 



to develop in areas where AIC seed price is known but 

AIC seed is not in close promixity to the area where 

a private venture is contemplated. An example of this is 

the Arughat site of SPIS. The current system discourages 

private enterprise in that the current scheme provides a 

high price for seed with no risk to the producer. It is 

easier for a farmer to sell his seed to AIC at harvest and
 

receive a high return (high price base plus premiums) with 

no risk than to sell to other farmers after having stored 

seed for several months and running the risk of not selling 

all his seed or having his seed deteriorate.
 

'Whilethis consultant feels that the pricing methodology
 

is reasonabl) given the current situation it is felt tfiat a 

restructuring of the premiums and sales commisslon could 

rosult in greater sales to farmers by lowering the price of 

seed and raisinr, the commission rate (where it is deemed 

low) without losing producers. The current system in my 

opinion has a bias toward the seed producer which discourages 

sales to farmers in discourages private venture in most cases. 

In principle, the current system should rEsult in AIC 

being able to insure quality of seed being produced since seed 

production is an attractive alternative to farmers. ibis 

being so, JC must be more selective of producers. The 

current distribution system (seed farmer to farm) has some 

problems with quality maintenance that need to be addressed.
 

A strong internal quality control program nueds to be 

instituted so that all of the factors discussed above could 

be based on an analysis of the pricing system for quality seed. 

In the current system of prices many of the cost elements 

are arbitrarily assigned. AIC does not have a record keeping 

system in place that would allow one to adequately address 

some of the problems due to pricing. Much data is gathered 
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but som attention should be given to instituting aformalized system of record keeping and reporting that
would provide the type of information for sound decisionmaking. Data on costs of operation of the vari,.!q units,quality control records, costs of supervision, etc. should
be maintained such that it is possible to pinpoint problemsand determine whether they arise from the pricing system
or the quality of seed (or both). 

Longruneffectsof the currentpricingsystem 

The long run effects of the current system are thatthe seed program will move slower than it could otherwise.
Private enterprise will develop slowly if the current system
is maintained. However, private enterprise in self pollinatedcrops will probably develop slowly under any pricing system
that wot 
 not be subsidized by the government.
 

In the longrun the system of paying high premiumfarmers towill have the effect of insuring higher quality seedbeing produced at the farm since seed production would be
the farmers best alternative. 
AIC with these high premium
could be more 
selective of producers because of these
 
incentives.
 

Having differcnt prices for seed lots at the same
store in the long run is not advisable. 
If seed is worthy of
a specific classification like varieties of like kinds of
seed it should be priced the same at each outlet. 
Different
prices can ca1ise confusion and raise questions among individualfarmers who may not have a full appreciation for whyindividual lots of like varieties 
are 
priced differently. 
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While changing prices during the season results in 

moving greater quantities of product in the short run the 

long run effect of such a policy will be negative. A
 

wait for the price drop or be mad at AICfarmer will trr to 

(even though he was treated fairly) because he paid formore 

the same seed than his neighbor.
 

If high price is the drawback to sales and added sales
 

a goal along with high prices to seed producers to insure
are 

quality priduction then the seed industry will have to be
 

a greater extent. This would probably be a
subsidized to 

sounder policy than changing prices in mid year and lossing the 

confidence of customers.
 

The long run effects of the current rocord keeping system 

Without adequate records and reports decisions willare bad. 


pants" or based oncontinue to be made "by the seat of the 

political reasons rather than sound judgement. Records on 

both financial 'nd quality control would provide the seed 

division a better basis for internal control as well as
 

decision making criteria to makeproviding superiors sound 

needed changes. Much of the data is currently being gathered 

and personnel are aware of the need for an improved system. 

Some atil-ntion should be given to the establishment of a more
 

formalized system since it will be imperative for the program 

in the long run. 
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4. Policy Options 

4.1 	-Continue Current Policy
 

There are 
several policy options available to Nepal's

seed industry. 
The first option is 
to remain 	on the current
 
course. 	 The current pricing policy is one whereby production
of seed is stimulated due t o relatively high prices paid to
farmers. 	Drawbacks of the current policy are in the marketing

and consumption areas. These are pointed out above. 

4.2 Modify Current Folicy 

4.2a Option 1 

As stated 	above the basic methodology of the current 
policy is sound. A restructuring of the policy by changing
the rates of premLums to farmers, commissions to marketers 
(private 	or Sajha) and prices to farmers appears desirable. 

In an example stated above it may be possible to lower 
premiums to seed farmers without losing them as producers
while at the same time increasing commissions to persons
selling AIC seed and have lower prices to farmers. Example,
reduce premium by 10% increase commission 5%and lower price
to farmers by 5%. It should 	be noted that these numbers are

arbitrary 	-nd would have to be carefully siadied. Under the 
existing system farmers are not paying the full cost of seed 
therefore some subsidies will remain to encourage seed use.
 

4.2b ptio. 2 

Anothei: modification that would have the effect of 
maintaining production, encourage marketing and farmer 
use of seed would be to increase the subsidy levels of HMG/N. 



Under this situation industry personnel would lower prices 
to farmers (they should not be lowered to or below grain 
prices) and maintain the high prices to producers. For 
example, set the pricc! seed sold to farmers at some percentage 
above grain price at planting time (10,20,30,50, ?) but lower 
thin current method prices seed. This would stimulate
 
consumption. At the same time the commission rates may or
 
may not have to b.altered. Increases in commissions in
 

line with the size of commission per sale has some merit.
 
Increased sales v;ould result in lirger returns to the 
people in the marketing channel. This option has the 
problem of increased -,overrnment subsidies and a dampening 
effect on encouraging private dealers. 

4.3 Have separate policies for Terai and Hills 

Since the two areas have distinct sets of problems one
 

option would be to have separate policies for each area.
 

Under SPIS the goal to priv-tise the mini-seedhouses
 

appears sound. The logistical problems of travel in the
 

hills along with smaller sized farms dramatically increase 
management problems as well as quality problems if seed are
 

to be transported from the Terai. 

Discussions with officials lead me to believe that 
without close supervision or a subsidized private (seed 
associations, etc.) enterprise many of the ndni-seedhouses 

will not continue to operate. AIC would be the best
 
organization for HMG to use to issue these subsidies so 
that there would be some continuity in the program. 

The remoteness of these areas is one reason for this 

suggestion.
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The subsidies in the hill section could take several 
avenues. Facilities, equipment, supplies, price support 
(AIC will buy extra seed to deliver to other hill areas),

reduced price foundation seed, etA., someare of the means 
that could be used to help the hill seed industry develop

without adding much more work to the AIC seed division. 

Given that there are some current examples that are
 
having some degree of success in the hills these may serve
 
as models. Privatization of the seed industry could allow 
for 'he potential for seed to be sold with 
some barter
 
system that could increase the use of improved seed. 
Farmers have very limited cash income which serves as a 
cnnstraint to seed sale under the current sy-tem. 

ubsidizinp the metal bins for remote areas is one
 
means of helping hill farmers that needs to be persued.
Due to the time of this consultincy I was not able to give
the specific concept much thought, however it is felt that 
the matter has some merit s a means of helping expand the 
seed industry in the hills. 

AIC only handle Certified %ed 

A policy thqt AIC only handle certified seed is a long 
range goal that his merit. If only certified seed were 
handled r ioel that it woild result in a higher quality 
seed being produced anc an improved image for AIC Seed. 

A policy of hindling only certified seed would remove 
the problems of seed being "politically gro7n". Records 
are such that it is not cisy to tell what this would entail. 
Also there would have to be a commitment on the part of HMG 
to strcngthen the foundation seed program and the seed
 
certification program if the needs of the farmer are to 
continue to be met. 



4.5 General Observations
 

All of thc above policies will not be successful if seed
 

quality is not iven a very high priority. AIC should esta

blish an internal quality control system beginning ith a 

system of records where they can easily spot quality problems. 

Equipment should also be made available so that aIC could do 

some testing internally. 

A committment td strengthen the seed certification
 

division and foundation seed program to allow for timely 

field inspections, timely return of laboratory reports, and 

sources of high quality foundation seed are prerequisites 

to much improvement in the total program.
 

A continued and improved effort to find new HYV that 

are adaptable to Nepal's conditions could pay high dividends. 

The improved varieties of wheat -nd corn ;re fairly widespred 

and arc mostly the some varioties that have been available 

for years. There is no economic justification for spending 

criticaJ cash for a product that is already available. 

Current facilities of AIC need to be improved so that 

seed can be stored properly. In many cases I am told that 

vast improvements could be made with only minor modifications 

of current space. For sample in some godowns the Dnly 

modification needed may be a wall. 

In some cases metal bins could be provided to local 

AIC offices to help preserve seed quality. AIC naeds 

to make a critical evaluation of its current facilities 

and make this information available to donors whc plan 

to aid and improve the seed industry in Nepal.
 

Training of personnel should remain a high priority if 

the program is to continue to improve. It is tiis consultants 
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observition thnt there have been vast improvements in the 
overall program since his last visit in 1977. 
However,
 
as with all things much work needs to be done and building 
upon the current institutions with more trained people 
is a must in anr future programs. HMG and donors are to 
be commended on their conmmittment to training which has 
been evident. 



Random Comments From Meetings 

Throughout meetings with individuals there were comments
 
that may need some investigation. Due to the limited time of
 
this consultancy they could not be pursued. These 
are presented
 
for discussion only and some of them are personal of,
biases 

individuals. No attempt is made to document the person maIng
 
the comment and the comments are in
not arranged order of importance. 

1. 	 Administrators are at times not sensitive to the needs of
 

the seed division.
 

2. 	 Foundation seed production has a low priority and needs
 

to be improved.
 

3. 	 AIC at times rejects fields when rejection is not waranted
 

on technical grounds.
 

4. 	Field personnel don't care about seed.
 

5. 	 Reports take too long to come back from STIP for no reason. 

6. 	 The current warehouse facilities within AIC and Sajha
 

offices lead to quality problems.
 

7. 3ed pricing policies are subject to political pressure.
 

8. 	 Production at the expense of quality is often directed by
 

administrative decree. 

9. 	 Prices are too high to farmers. 

10. 	 AIC could develop an export market for vegetable seeds. 

11. 	 The Indian market has a large affect on Nepal's prices. 

12. 	 Improper drying is a mjor quality problem for corn seed 
that 	needs to be addressed.
 

13. 	 %ed often have to be downgraded because DOA personnel 

could not make timely inspections. 



14. 	 A bottom up system of prices needs to be established 
starting with the farmer rather than starting with the 
seed producer.
 

15. It is more important to be available for administrative 
consultnnttion to be inthan the field where needed. 

16. Rates porters receive for carrying other commodities 
often rasults in delays of seed deliveries. 

17. A system where barter could be a means of seed purchase 
would aid seed sales. 



Officials-met by the Consultant (in Kathmandu) 

Date Name, Position & ALddress 

16 July 1984 hr. S.S. Bal, Project Supervisor 
*Seed Production & Input Storage Project. 

Mr. B.B. Sijapati, Exonomist
 
Agricultural Project Service Centre 

Dr. J.R. Baral, Executive Director 
Agricultural Project Service Centre 

17 July Mr. C.T. Hash, Chief
ARC, TTSAID/N 

Mr. B.P. Parajuli, Chief
 
Seed Division, AIC
 

Mr. C.1M. Manandhar, Project Coordinator 
Seed Production & Input Storage Project 

Mr. C.D. Acharya, Sr. Agri. Officer
 
Agriculture Inputs Corporation 

Mr. D.K. Karki, Agri. Officer
 

Agriculture Inputs Corporation
 

Dr. C.1T. Hittle, Project Supervisor 
Integratod Cereals Project
 

Mr. N.B. Shrestha, Act.General Manager, 
Agriculture Inputs Corporation 

Mr. A.M. Tamrakar, Chief, 
Planning Division, AIC 

Mr. R.B. Singh, Joint Secretary 
Ministry of Agriculture. 
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Date 

Name, Position & Address 

18 July 
Mr. W.P. Novero, Fertilizer 
Distribution & Training SpecialistFood and Agriculture Organization. 

Dr. W. Rothhaar, Project Manager,Cereal %ed Proj eot (GTZ)
 

19 July 
Mr. A.M. Pradhananga, DDG 
!epartment of Agriculture. 

Mr. B.D. Parajuli, Chief 
Marketing Division, AIC. 

Mr. R.P. Singh, Sr. Officer,Marketing Division, AIC.
 
20 July 


Dr. P.R. Mathema, Director-General
 
Deprtment of Food Agriculture
 
and Marketing Services.
 

23 July 

Mr. Paul Morris, Economist 

USAfl)/.
 

Mr. Bhagwat Srestha, Seed TechnologistSed Production & Input Storage Project. 
24 July 


Mr. P.N. Rana, Act. SEcretary
 
Ministry of Agricuture.
 

r. R.N. fltis, Field SupervisorS9ed Production & Input Storage Project. 

Dr. B.N. Kayastha, Former Project
Coordinator, SPIS Project. 

25 July 
Ms. Jayne Dalager, PCV 
Seed Production & Input Storage Project
SPIS Mni-Seedhouse, Rampurtar. 
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EXECUTIVE SMARY
 

The report has three main aspects:
 

(1) 	 A documentation of the present National Seed Programme of 
Nepal. 

(2) 	A consolidated list of the recommendations from the National
 
Seed Seminar, February 1983.
 

(3) 
Comments and suggestions regarding the recommendations
 
concerning the future improvement needed in the National 
Seed Programme. 

This executive summary will synthesize these 	points into a
single listing of major suggestions and recommendations. 

I. 	 Background: 

A. 	 From the beginning of a more systematic development of 
the seed programme in the early 1960s until 	today considerable 
progress has been made. 
Many of the components needed
 
to develop a successful programme exist.
 

B. 
 Seed 	is a catalyst for agricultural development and 
higher crop yields. If production is to increase, more
 
good seed of the best varieties must become available
 
to the farmers of Nepal.
 

C. 
 National leaders need to carefully examine what now
 
exists in the National Seed Programme and take actions
 
necessary to develop the present programme into a highly

effective mechanism for delivering se-d to the farmers.
 

CAY
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II. 	 The National Seed Programme rests upon the results of
 

crop research.
 

A. The significant advantage in yield, earliness and disease 

resistance now being demonstrated by the new maize, rice
 

and wheat varieties indicates meaningful advances are 

possible in total crop production. Similar improvements
 

are being identified from the testing and evaluation of
 

vegetable, grain legume and oilseed varieties. The
 

potential for increased production is much greater than
 

nine years ago because of the improved germplasm with 

research programmes. 

B. 	 A much more dynamic and farmer responsive seed production
 

and supply system plus increased fertilizer use is necessary
 

if the benefits of these research results are going to
 

spread to farmers rapidly.
 

C. 	 Favourable market prices from the farmers point of view
 

will also greatly further stimulate production and the use
 

of improved seed and fertilizers.
 

III. 	Organization and coordinati-n of the National Seed Programme 

A. 	 Although many of the components of a seed programme 

exist, the programme lacks a focal point and an effective 

coordinating mechanism to achieve the maximum benefits
 

desired. The Seed Seminars recommendation that a National
 

Seed Board be formed to overcome this weakness is supported. 

In addition it is recommended that a National Seed 

Development Office be established to assist the Board in
 

achieving its objectives. It is suggested that the
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Ntional Seed Development Office have three officers
 
attached to it - (1) Seed Planning and Development 
(2) Coordinitor of [oundation Seed and, (3) Seed Training
 
and Information. 

It is recommendedB. that the present Seed Technology andImprovement Programme which is in the Agricultural Botany
Division be made responsible to the National Seed Board.
 
The programme could be renamed to "Seed Technology andQuality Improvement Programme"I and the present three 
activities mide into clear sections including seed
 
certification, seed testing and seed research. 
 Fig.1

illustrates the concept of a National Seed Board in

relation to other components of the National Seed
 
Programme.
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IV. Initial seed increases:
 

A. 
The initial seed increases -Breeder and Foundation 
- are alldone at research stations and other government farms.the establishment of seed conditioning equipment and the

With'
 

maize, rc3 wheat and vegetable stations the dhysical
capability exists to produce good quality seed. 
The Seed
seminar recommended that a Coordinator of Foundation Seed be
named to help overcome weaknesses in the present programme.
This proposal is good and can help strengthen this part of the
programme. 
However, it is also recommended that each
concerned station also have a Breeder and Foundation Seed
Production Specialist. A technician with mechanicalaptitude must also be idenLified and trained to operate the
equipment at each location.
 

B. The Jhumka farm in the Eastern Region
for Foundation 

should also be included
Seed Production if the need exists. 
 Foundation
Seed may be produced on other government farms but they wouldnot be administratively under the Coordinator of Foundation
Seed as would be the case of Jhumka farm. 
It would be better
to concentrate production around the present main stations
and contract with farmers for some production rather that
to make sizeable investments in new Foundation Seed Farms.
 

V. Production, drying, conditioning and marketing of certified and 
J-nproved seed: 

A. The Agricultur.al Inputs Corporation (AIC) is the dominantorganization prodacing, conditioning and storing certified
and improved cereal seed in the official sector. The SeedDivision is directly responsible for this work. 
The
 

http:Agricultur.al
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distribution of seed to farmers is done largely through
 

cooperative societies. Vegetable, grain legume, and oilseed
 

are handled through government farms and special projects. Very 

limited quantities of pasture and forestry tree seeds are
 

produced through official programmes. 

B. 	 The Seed seminar recommended that a careful review be made of 

the AIC seed activities with a view to determine how they could 

be strengthened and proposed that the formation of some kind of 

autonomous Seed Corporation be considered. The Seminar also
 

put considerable stress on the need to develop the private
 

sector to carry more responsibility in these activities.
 

C. 	This report recommends that the AIC Seed Programme take immediate 

steps to improve its management of seed stores and ihstitute an 

internal quality control programme with a seed quality control 

officer. In addition greater assistance on seed quality is 

suggested from the Seed Technology Improvement Programme at 

Khumaltar. It is also recommended that the Seed Division have 

a separate section concerned with development and the Hill Seed 

Project. 

D. 	 In the long-term alternatives are outlined for a stronger seed 

production and supply programme. If the private sector is to be 

encouraged, it is sugpgested that the alternative of a large 

National Seed Corporation would work against this objective unless
 

policy changes are made in allocating Foundation Seed, Seed
 

pricing and seed distribution procedures. Instead two alternatives 

are suggested. One would be a National Seed Corporation with the
 

shares jointly held by the government and the seed growers V,-;, 

policy changes. The other and preferred alternative is a 

smaller seed corporation with limited objectives and a decen

tralized production and supply system. The existing conditioning 
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and storage facilities of AIC could be used to provide custom
 
service for developing independent seed grower- sellers and
 
"mini seed enterprises. 
 In some cases the facilities could
 
bQ sold or leased to seed grower groups in the area.
 

E. 
 The present pricing and subsidy policies pork aga:ist the
 
development of farmpr-grower-seller 
or seed enterprises. It
 
is recommended that the maximum premium of 30% to seed growers
 
be reduced to 2W1 and that the; lO 
saved be added to the seed
 
selling commission 
or a commission of approximately 15% be
 
offered for selling seed. 
This kind of change would encourage
 
more individuals and groups to sell seed. 
It is recommended that
 
the proposed National Seed Board carefully weigh this issue and 
its impact on the long-term development of the total seed 
programme and industry. 

F. 
 Seed prices should always be above local grain prices in the
 
case of cereals .
 Since market prices vary from area to area a
 
sub-regional pricing pattern seems appropriate.
 

G. 
 Since these issues aie complex and affect more than the AIC, it
 
is recommended that tne proposed National Seed Board dr a high

level committee appoir.ted by the Ministry of Agriculture
review these alternatites and established Rtional guidelines
 
for future development of the private and public sector in s..ed
 
production -nd supply.
 

H. Considerable potential exists for vegetable seed production.

A-ten-year development programme is needed to help the
 
nation, through 
 the combinec efforts of the public and private
sectors exploit the potentia: that exists. It is recommended 
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that 	AIC Seed Division and the concerned programmes put more
 
development effort into seed production of the neglected
 
crops-grain legume, oilseed and pastures. Seeds for these 
seeds will become increasingly important as farmers adjust 
their cropping patterns based on now research findings.
 

I. 	 The Hill Seed Programme is unique and deserves as much 
continued support as possible. Few other countries have
 
attempted a programme of this nature and it will be to Nepal's
 
credit if effective ways can be developed through the programme
 
to assist small farmers meet their own seed requirement more 

effectively.
 

Maintaining a seed selling price above local grain market 
prices will be essential if the programme is to succeed.
 

VI. 	Seed quality ccntrol
 

A. 
 The present seed certification, testing and research programme
 
in the Agricultural Botany Division is making a useful contribution 
to the quality of seed used. The essential of aparts good system 
exist, but increased productivity from the existing staff and some 
increase in staff is needed for the programme to have the kind of
 
impact that is needed. The recommendations from the seminar cover
 
several useful steps that -we
needed in this aspect of the programme.
 

B. 	 The delays in enacting seed legislation have been appropriate 
because it is good for the programme to improve and gain 
experience before operating under legal requirements. However,
 
if the proposals to increase the involvement of the private 
seed 	industry move forward, it would be appropriate to plan for 
legislation to provide for a voluntary seed certification programme
 
and a truth in-labeling programrre on seed sold that is not certified. 



C. 
 In tile short-term, administrative 
orders to require seed sold
to be tested and properly labelled would contribute to better 
seed quality. 

D. The present Seed 
should be 

Techno]oy and Qu-lity Improvement Proqrammeresponsible tc the National Seed Board and wouldultimately have responsibilities for aspects of seed law 
enforcement.
 

E. The new seed testing laboratory building should beaccommodate expanded tothe National Seed Development Office and Seed
Certification activities.
 

VII. Getting usedthe Seed 

A. Present situation
 
The present 
extension system works primarily to collect thedemand for seed for the AIC'. 

system distributes seed. 

In some cases the extension 

effort with 
The SPISP combines a seed productioneducation and extension about new varieties in the 

hills. 

B. The recommendatiow from the seed seminar
creation" and 

that stress "demandimproved efforts by extension to promote goodseed of better varieties are good and justify serious
 
consideration.
 

C. 
 As the research and extension systems work more closely together,
it is equally important to draw local seed grower-sellers"mini seed enterprises, and
into the team that can link the promotiobo 
ne4 varieties with reed supplies.
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D.. The extension system can and needs to do much to activate the
 
seed 	production-distribution network at the local level as 
well 	as increased utilization of good quality seed. 

E. 	 The proposed National Seed Board would need to add to its agenda
 

a review of how the prvsent research and extension programmes
 

can more effectively integrate their work with the development
 

of increased seed supplies at the local level. 

VIII.Personnel development, staffing and training.
 

A. 	 The National Seed Programme is rapidly building competancy 

expecial]y through the present training effort of SPISP. The 

proposals made could not be considered without this strengthen

ing of staff.
 

B. Much additional training will be needed both within the country 
and abroad. IAAS should incorporate seed technology in its
 

curriculum. 

C. It is recommended that the National Send Development Office have
 

a person who can guide and coordinate seed training activities 

and lead the development of educational and training material 

on seed. 

D. The productivity per seed technologist does not appear to be as
 

high 	as one would hope. Improved training, maintaining sufficient 

incentives for experienced people to remain in seed work and
 

continued improvement in management of seed activities can
 

improve this situation. 
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IX. Resources 

A. The physical, human, financial and external resources of the 
National Seed Programme are reviewed and summarized.
 

B. Assuming the private sector is encouraged, further expansion of
seed conditioning and storage facilities could be made during
the next 10 years through that sector; however, some incentives 
such as 
credit, tax concessions and the lease of equipment to
 
the private sector should be considered. 
The public sector
 
should continue to invest in the mini seed house programme.

If need is shown, some 
further investment in foundation seed

facilities would be appropriate after some time when the
 
programme expands. 
 The greatest current need is the investment
 
in the spare parts and maintenance on facilities now in place.
 

C. 
 If a National Seed Development Office is established, an investment
 
in the extension of the new building for the Seed T-echnology 
I mprovment Programme would be needed. 

The STIP programme will also need additional mobility for the
 
staff and improved facilities for some regional laboratories.
 

D. 
 The staff positions included in the report and some strengthening

of the AIC Seed Division and 
STIP will mean added trained manpower
for the programme well asas the associated additional financial 
commitment. 
These amounts are not large, but they must be
 
recognized.
 

E. 
 To achieve the objectives outlined will require the continued
 
external assistance now provided through USAID/IADS, GTZ,

SITA/FAO and other donor and technical assistance agencies.
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EXECUTIVE SUMMARY 

1. EXISTING SITUATION 

AIC has adopted base pricing system for collecting seeds. 

Tinder this arrangement AIC fixes the base price in advance for the 

seed growers to minimize the risk involved for the producer. This
 

system was recommended by the Central Seed Production Committee.
 

A district committee, chaired by ADD with two farmer's 

representatives and one each from ADB and AIC plus one representative 

from the government farm where it exists, is responsible to fix the 

base price. Two prices viz, price at sowing and price at harvesting 

time are considered. The committee indeed ensures that the seed 

grower receives the higher price prevailing in the district market 

centres. 

One of the major problem in this type of system is the controversy
 

between AIC and seed growers about the prevailing market price which is 

consider'ed as the base price by the committee. AIC collects the
 

local market price while seed growers present the highest price
 

which prevails in any part of the kingdom. Moreover, in few of 

the Tarai districts where seed growers are politically powerful they
 

successfully inflate the market price during the period of collecting 

market price by AIC. This results into an artificially inflated higher 

price.
 

It was observed that only the representative of AIC turns out
 

to be more serious about fixing an appropriate price among the
 

committee members. ADO wV o wants to have good relationship with the
 

farming community and does not have to directly deal with the price
 

paid to seed growonq does not want to make farmers unhappy by
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arguing against their proposed price. 
ADB representative is more
concerned about the 
loan repayment-capacity of its borrowers and,
indeed, prefers to see that its borrowers receive highest price
so he too does not want to argue against the inflated price. 
 Thus
ultimately the whole responsibility lies on AIC officer to bargain
and minimize the artificially raised price. The result is obvious. 

Due to the quality of seed also the base price between various
district was found to be different. For example, AIC has beensuccessfully collecting pre-cleaned seed in the Eastern Tarai whilecleaned deeds are not usually available in the Western Tarai. 
Even
though the price in Eastern Tarai is higher than the Western Tarai,

farmers are unaware of this fact.
 

For the sale of seed, AIC has been adopting margin control
cum-uniform pricing system. 

(a) Mirgin Control Pricing System: In this system theselling price of seed includes the following costs incurred by AIC:(i) Procurement; (ii) Prouessing; (iii) Storage and handling;
(iv) Transportation; (v) Dealer commission; and (vi) Other cost suchas storage losses, incidental and administrative expenses. 
AIC has
developed norms to include these costs. This type of system has gotboth advantages and disadvantages. Among the disadvantages the
problem of variation of price between two lot of seeds in a district
is common. The other being the margin itself which sometimes becomes 
too low to encourage sales promotion activities.
 

(b) Fixed Uniform Pricing System: AIC declares fixed price ina particular time of the year throughout the country. The price thusfixed covers both production and distribution costs. 
 The main

objective of this type of pricing system is to promote the use of
seeds throughout the country. Other advantage of the system is that 
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the price becomes same in all parts of the coitntry. However, the major 
disadvantage of this system ie that in those areas where canfarmers 
keep their own 
seed they arc not likely to use the costly certified seeds.
 
Moreover, it is extremely difficult to set the best uniform price
 
across different geographical regions at different stages of market
 

development.
 

The farmrs are entitled to receive 30-15 per cent as premium 
price ar an incentive to produce better quality seed and participate
 
in the seed production program. The first installment is given right 
after the seed is procured (usually lO-15 per cent) and the remaining 
per-centage is offered after the quality of the seed is tested in the 
seed testing laboratory. 

As regards the policy on subsidy, there are two types of 
subsidies viz transportation and price subsidies. In the remote 
hilly areas the transportation cost is subsidized by HMG upto the 
headquarter of the district. 
However, there is no provision of
 
subsidy to carry seed from district headquarter to other parts of the 
district. 
This type of situation has adversely affected the utilization
 
of seed produced within the district. Sometimes the price of locally
 
produced seed becomes higher than that brought from Tarai Distr.cts. 

In order to promote the use of improved seed, the government
 

has also started subsidizing the price of seed by revising the price 
at the time of sowing. However, the delay in the process of decision
 

making is creating a situation of uncertvinty among the farmers. 
Those who can afford to wait for the government decision to reduce the 
price wait till the last hour. However, the poor small farmers from 
high altitude regions who needs to broadcast seed earlier in the 
season can not wait and buy at a higher price in the beginning itself. 
They receive no compensation later -n. 
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2. ISSUES AND fECOMNDATIONS 

I. On Quality of the Product:
 

The production of high quality seed is 
a complex technical
activity. SOun! policies, good manageir:t, trained manpower,&modern
facilities are some of the pre-requisites for producing seed that 
is superior in quality. 

In order to maintain quality of- seed following recoimnendation 
has been made:
 

1. AIC must stop collection of seeds from local market to 
meet the unprecedented demand for seed created either by
adhoc decisions of the government to launch a 
new program
 
or fluctuation in demand due to other factors. This type
of situati'on causesz erosion of AIC's reputation and defauts 
the purpose of quality control.
 

2. Bagging and tagging and stamping of brand name should be
done by trair.ed technicians and once sealed the bag should 
not be opened till it is used by a farmer. Unauthorized 
opening of bags by transportation contractors in hilly areas 
is common and must be stopped. 

3. Sajhas as well as AIC should not store sensitive seeds with 
fertilizer and chemicals. 

4. Godown fumigation both by AIC and SaJha should 'e carried 
out regularly and effectively. 

II. On Effective Seed Zelling:
1. It is recommendd that AIC should review and strengthen

its retail business of seed. The system should ensure 

http:trair.ed
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supply of quality seed to farmers. It was learnt that in 

some cases Sajha people even mixed seeds with chcap quality 

grain to make more profit. Such things destroy farmers 

faith in seed supply system. 

2. 	 Training of Sajha managers in seed preservation is ?.acking.
 

This should be intensified. 

3. 	 In order to attract both Sajha and private dealers there is
 

a great need to raise the existing level of commission.
 

4. 	 The transp6rtation contr 'tors should be given incentives 

or effective discipline must be maintained for timely 

delivery of seed at destination in hilly areas.
 

5. 	 Some proJ -cts such as IRDPs rii!!+.ibute free or subsidized 

seeds. It is doubtful if there is any coordination between 

AIC and suc agencies. The seed growers in the affected 

areas are unwilling to pay for source seed in seed multi

plication program which underlines the need to harmonize
 

seed 	subsidy policy with seed production programmes. 

6. 	 In order to enhance the use of AIC seeds, mass campaign
 

by extension agents and sales promotio.i by AIC officials
 

should be laImched.
 

7. 	 Even in mini-seed house areas, most hill farmers still 

have to use old varieties because better and reliable 

varieties are not available for hill areas. There is a 

need to intensify research in this direction.
 

Apart from what has been said in No.7, good quality seed 

generated by mini-seed houses should be effectively utilized. 

Thus there is a clear case to link the availatility of 

improved seed with programs for extension and increased
 

crop production. For this purpose, the Dpartment of
 

Agriculture and AIC have to work in close cooperation.
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9. As regards seed demand, it was learnt that AIC determines 

the effective demand based on past trend and consultations
with the ADO. Since demand elasticity depends on a hostof variable factors it is extremely difficult to develop
a standard model for forecasting. However, in the main
 report an attempt has been made t, develop a realistic
 
model as an improvement ovr the existing system. 

10. 
 Ithas observed that availability of fertilizer promotes the
use of improved seed and vice-versa. 
Taking cue from this
reality, we. recormended that AIC should, especially in hillareas, create an impression that the farmers using improved

seed will not face shortage of fertilizer. 
Such an approachwould enhance the value of mini-seedihouse in the minds offarmers and the government will achieve rapid coverage with 
improved varieties. 

III. On Pricing Policy:
 

1. AIC should develop its own market intelligence to be ableto fix a realistic price at the time of signing agreement
with its growers. For this purpose field level training 
of staff is necessary.
 

2. 
 The price committee system rray be dispensed with, but at
the same time AIC should allow flexibility in upward priceadjustment if the price of inputs rises and the seed growers

deserve to be 
ompensated. 
In our opinion there is no
substitute for AI,.s own commerc 1Iand fair judgement in 
this matter. 
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3. 	 Individual mini-seed houses in the hills should have the 

option to fix a local sale price for their seed on a cost 

plus basis in the event the AIC general s ale price is 

significantly higher as compared with the local market.
 

This 	would help to remove the 1 0L farmers' common 

grievance that they have to buy seed at a high price
 

applicable to Tarai areas. 

I. 	 The final sale price of seed should either be declared 

in advance of the season or in case of later reduction,
 

the earlier buyers shouid receive a refund. 

The whole subsidy policy must be looked from at least 

two perspectives, viz, financial burden on AIC, if any,
 

and the macro-implications of the policy. Perhaps, there
 

is no reason for AIC suffer losses in seed business,
 

subsidy or no subsidy. Farmers are usually concerned
 

more about seed quality than price and thus ther-e exists 
some scope for increasing the seed price to a profitable 

level. Of course, marginal support through price subsidy 

would be well justified if it leads to larger national
 

production through improved seed consumption.
 

The transport subsidy, however, is a different matter in
 

view 	of the harsh terrain in the hill districts. We feel
 

transport subsidy should not only continue in the future, 

it should also be extended to transportation of locally 
produced seed from the mini,-seed houses to other panchayats
 

in remote parts of the same district. The quantum of 

such a subsidy can be decided in consultation with the 

district agencies.
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6. 
 The present system of subsidy whether, in transportation
 
or otherwise, is working against the interest of farmerrun system of seed production in the hills. 
Therefore,
we recommend the seed produced by min±-seed houses should 
be uniformly eligible for subsidy. 

IV. OnMini-Seed House hnagement: 

1. Additional mini-seed houses should be created inisolated parts of the 
the 

kingdom so that the burden of subsidycan be reduced. 
Attempt should be made to keep the seed
 
houses within a production belt.
 

2. The farmer-run-system should be encouraged in every waypossible, including incentives, assistance, subsidy etc.Thus, each mini-seed house can make its vin decision on
issues like demand, prices, commission according to local
conditions. This managerial advantage cannot perhaps berealized if all the 20 mini-seed houses dispersed far and
Wido are to be controlled by a centralized official agency. 

3. Moreover, we think that the site JTs should be AIC

employees instead of deputationists from Department ofAgriculture because for all practical purposes it isAIC that has the responsibility for executing seed
production plans. Ve suggest that a :ray should be foundout by which AIC can directly receive compensatory support
from the Ministry of Agriculture for employing site JTs,That would correspondingly reduce the financial burden ofthe Department and hence will not involve additional 

expenditure. 
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RECOMMENDED ACTION PLAN 

Presented by:
 

T.N. Pant, Joint Secretary 
Ministry of Agriculture 

Mr. Chairman, Secretary of Agriculture 

Distinguishu(u Delegates 

Ladies and Gentlemen 

You have just her.rd the recommendations from the Chairpersons of
 

the foixr aiscussion groups. In essence the deliberations of the 

seminar reemphasize the inaugural address by the Hon'ble Minister 

of State and also address made by the Hon'ble Assistant Minister 

and the Certral President of Peasants Organization regarding the. 

increased availability of seeds to our farmers. Likewise the
 

seminar has observed that Nepal would not be self-relient in 

seeds unless a comprehensive national seed program was formulated. 

Since the recommendations are wide-ranging, often touching on 

specific details, we have made an attempt to condense the salient
 

ones 	 into a sumary form. This should not, however, undermine the 

significance of the group recommendations that have already been 

presented. I now read the major recommendations that have 

finally emerged: 

1. 	 A National Seed Board consisting of techaical committces should
 

be established at the highest level.
 

2. 	 There is a strong need for a separate coordinator of foundation
 

seed 	in the country. 

CNO~
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3. 	 The Seminar recommends that based on feasibility either the 
AIC set-up be restructured to ensure due priority to seed or 
a National Seed Ccrporation created as early as possible.
 

4. 	 In the interest of see l quality the Seed Technology and Inprovement
Prrorram should be strengthened along with an internal quality control 
system in AIC. Moreover, minimum quality standards of germination
and purity for concertified seed 	should be observed by the seed 
trade.
 

5. 	 In order to give better service to farmers the system of seed 
supply, promotion and pricing needs to be streamlined as per seminar
 
recommendations. In the same context AIC should increase its 
direct touch with farmers. 

6. 
 Private seed industry should be encouraged. 

7. 
The coverage with quality seads of improved varieties should be 
doubled within the next five years. 

8. 	 The hill seed program should receive developmental assistance 
during the formative years. 

9. 	Concessional interest ratEs on loans and exemption from duties
 
and taxes are recommended for the seed industry.
 

10. 	Seed storage facilities at district and retail level should be
 
improved. 



c-6 

REPORT OF GROUP A 

SEED PROGRAM AND ITS COMPONENTS 

Chairman: "'.S. Rana 

This group met in the Garden Hall on the 18th and 20th February 1983 

and discussed the above topic in avery' cooperative manner. There were 

34 members in the list but the actual number fluctuated during the 

sessions which was not unexpected.
 

Luckily for the group, B.M. Kayastha, S.S. Bal and many other interested
 

participants had prepared a draft on the topic, which was used as the
 

main source for the discussion.
 

As regards strengthening seed program components under AIC and STIP,
 

the recommendations were as follows:
 

1. National Seed Board
 

The miin recommendation was that CSFC (Central Seed Production
 

Committee) should be upgraded and named as National Seed Board.
 

This Board is to be headed by the Secretary of Agriculture and 

it should have technical committees on the following: 

a. Variety release and maintenance
 

b. Seed Quality standards 

c. Seed planning 



C-?Other related recommendations were as follows:
 

(1) Mmbors of the Board may include representatives from MOA(Chairman), Nnist.y -f'Finance, DOA, AIC, Private Seed 
Industry, ADB, Cooperative Department, IAAS( T.U.' and 
Coordinator of foundation seed.
 

The Secretary of this board could be either from AIC or 
Department of Agriculture. 

(2) Functions of the Boird
 
- To formulate a national seed policy and ensure its
 

implementation.
 

- To identify and provide solutions to the problems
 
hindering the growth of seed industry from time to 
time.
 

- To coordinate the seed production and supply activities of
 
the various projects to serve national goals. 
Also to
seek and coordinate foreign assistance according to need.
 

- To undertake promotional functions including financial 
support to seed certification, training, seed technology
 
research and hill seed production effort.
 

- To deal with issues relating to seed pricing. 
- To oversee thu functions of the committees on variety


release, quality standards and foundation and certified
 
seed and any other matters bearing on the development
 
of national sued program in Nepal.
 

- Since there is a need for a seed organization, a pre
feasibility study for opening another Cori oration for 
seed specifically, such as a Seed Organization of 
Nepal, should be initiated.
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2. Foundation Seed
 

Main Recomencations 

A senior technical officer should be immediately appointed as 

the Coordinator of foundation seed. He should be within the 

Department of Agriculture. 

The Coordinator should make an in-depth review of the physical, 

financial and manpower needs and come up with an acbion plan
 

for necessary considerayion and approval by seed planning
 

committee. The 3:crdinator should be exclusively responsive
 

for all aspects of foundation seed, including quantity,
 

quality, allocation, storage and supply.
 

Related aecommendations:
 

- Jhumka and other suitable farms be declared as foundation 

seed farms and placed under the control of the Coordinator. 

- Activities on the foundation seed processing and storage 

facilities at the comrmodities stations may also be 

coordinated. 

- All foundation sed be certified except perhaps the 

initial release seed of a new variety. Ihe breedar 

should be involved in determining the genetic purity 

of each variety. 

- While allocating the available foundation seed, top 

priority should be given to AIC and private enterprises 

which produce certified seed. 
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In crops such as wheat the certified I seed should be taken 
as source seed for all practical purposes in case of shortages. 

- The price of foundation seed should be higher than
 

certified seed.
 

The quality of foundation seed should be top class in
 
every respect.
 

3a. An Organization for Certified Seed
 

Main Recommendations 

The existing seed set-up in AIC should be reviewed to ensure
 
desirable changes that can ensure proper priority to seed at'
 
all levels. 
 With this in view the AIC's Board should appoint
 
a special committoe (with various disciplines included) at the
 
earliest. 
 This group should go into the question of
 
re-organizing management of seed activities under the AIC and
 
the mechanics of doing so most effectively.
 

Related iec ommendations 

-
 Improve seed storagu facilities in AIC
 
- Improve seed staff mobility
 

- Set-aside sufficient contingency budget for smooth
 
management of processing plants and storage godowns.
 

- Introduce internal quality control system in AIC under a
 
senior officer reporting directly to the chairman.
 

- Adopt a policy of supplying only certified seeds, as
 
far as feasible.
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- Devise, ways to ensure a moreI direot relationship between AIC 

and the seed consuming farmers on the one hand and AIC and Sajhas 

on the other hand. 

- Enlarge the retail network for seed marketing so as to be 

within easy reach of every panchayat in most parts of the 

country. 

The possibility of AIC having some of its own retail outlets 

should be examined. 

- AIC should assist Sajhas in creating proper storage facilities 

for seed at the retail outlets. Issues such as dealers develop

ment and their knowledge of the product should receive due 

attention through training and discussions. 

Q 	The size of the seed bags for different crop seeds should 

be based on farmer needs and convenience. 

3b. 	 The recommendation that, STIP be a scparate entity under the 

DOA was approved by this group. 

4. 	 Manpower Development
 

Main Reco:nmendations: 

In order to cope with the future needs of the rational seed 

program, the following training plans should be implemented: 

a. 	 Introduce seed technology courses and short-term training 

programs in IAAS (Tribhuvan University).
 

b. 	 The STIP should hold regular in-sarvice seed technology 

training courses for the benefit of the entire seed 

industry.
 



Related Recommendations
 

The traininn opportunities offered under different projects
 
should be fully utilized so as to develop competent cadre of
 
seed technologists, engineers, technicias and managers
 
for handling the growing seed prograri.o 

A seed technologist in each of the national commodity programs
 
needs to be included so that there is proper maintenance 
breeding and morphological description of the various recommended 
varieties.
 

A vegetable C:irdinator with an organization like the cereal 
commodity programs should be instituted so that the vegetable 
research, training, extension and seed improvement program can 
gain due momentum in a short peliod of time by further streng
thening the Vegetable Development Division. 

Hill Seed Program 

(1)The new hill seed production program for the small farmers
 
should be considered as 
a promotional and developmental
 
activity for a period 
of at least five years. If and when 
special assistance to this program is necessary, it should
 
be readily extended through the aegis 
of the National Seed 
Board.
 

(2)AIC should create a special cell to look after the working
 
of the hill seed production program, 
 ensure coordination
 
between different projects and help 
remove the constraints
 
from time to time.
 

(3)There should be a provision to produce forage and grass seed. 

OA
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6. Seed Quality 

Main 	Recommendations
 

a. 	 The seed certification should be voluntary and, with the 

increase in manpower and facilities of STIP, certification 

should be extended to other crops, vegetables and potatoes 

besides cereals and pulses.
 

b. 	 The seeds quality standards committee with the concerned 
disciplines should establish minimum quality standards for 
seed 	purity and germination for other crops and vegetables
 

not covered by certification. 

c. 	 Only the registered seed companies or growers corporations need 
to have their seed samples officially tested and labelled for 

general sale.
 

d. 	Any variety introduced from abroad should be tested for
 

germination and physical purity and should meet plant quarantine 

standards. If such varieties need to be sold on a large scale 
in the country that must be done in collaboration with the 

National Commodity Programs.
 

e. 	 Seed legislation should be initiated in the country as soon 
as possible so that isolation requirement of cross-pollinated 

crops and standard of seed marketing are met. 

f. 	 There should be provision to prevent farmers from growing 
off-type plants in cross-pollinated crops seed production areas 

through administrative orders from the Agriculture 

Department. 

g. Research on seed technology, seed pathology and entomology 

should be strengthened.
 

qq
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Related Recommendations 

(1) AIC should handle foundation and certified seeds supply and
only in cases of emergency should it handle "emergency seed" 
selling it in separate plain bags after testing for seed
 
purity and viability.
 

(2) Each year in different regions AIC should keep buffer stock of 
various seeds.
 

Infrastructure Facilities 

Main Recommendation 

Steps should be taken by AIC and STIP for efficient management of
seed drying and processing plants, seed storeE, central-regional

seed testing laboratories and proper maintenance of the equipment
 
used in these facilities.
 

Related Recommendations 

- AIC should improve the capacity, design and management of its 
seed storee.
 

- On-farm seed storage in outlying hilly areas should be 
intensified through the use of metal bins and suitable bins of 
local origin.
 

- Efforts should be made to preserve maize seed quality through
the use of artificial drying. Simple cob dryers using corn-cob 
or solar energy for fuel should be used. 
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A mobile servicing Umit to seiVice and maintain seed 
processing plants of AIC, HMG stations and farms should be
 

brought into action as soon as possible.
 

Minimum facilities should be made available to further studies
 
and training at IAAS, Tribhuvan University.
 

. Seed Demand and Coverage 

Main Recommendation
 

The coverage with improved seed is presently low. It should be
 
at least doubled within the next five years. To cope with this
 
challenge, the seed program should be expanded and strengthened.
 

By the end of VII Plan, 20 percent area of wheat, 20 percent
 
of maize and 12 percent of paddy should be receiving certified
 

seeds through institutional supply system.
 

Related Recommendations
 

The extension services should be mobilised for creating seed 

quality consciousness among the farmers upto the ward level.
 

The seed program should handle area specific improved
 

varieties so that they can spread rapidly.
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REPORT OF GROUP B 

PROMOTION OF PRIVATE SEED INDUSTRY IN NEPAL 

Chairman: S.K. Upadhyaya 

In Group B, there were 12 participants, who participated in the discussion
with full interest and cooperation. h'he group mainly concentrated its 
discussion on problems and suggestions on the promotion of private seed
 
industry in Nepal. The major recommendations made by the group in 
general are as follows:
 

1. 
 Private seed industry should be grouped into categories.
 

a) Seed qrowers and marketing groups. 

b) Individual farmer seed growers and sellers
 

c) Seed companies 

d) Contract growers for AIC seed companies. 

2. Registration of the seed industry should be done by the Department 
of Agriculture.
 

3. Policies should be developed to form a National Seed Board.
 
4. The hill seed program should get special attention and support


from the concerned sectors as it is a promotional activity to serve
 
the small farmer. 

5. The basic minimum prices of the seed should be fixed taking into 
account the cost of seed production, processing, strage, cost of
 
transpQrtation, interest or 
capital involved, degree of risk and
 
percentage of profit involved, and again at the time of sale,

if the market price is lower than calculated price, the government
 
should subsidize the difference in price. 
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6. 	 In the beginning, private seed industry should get subsidy 

facility as AIC gets. 

7. 	 The sale tax/custom duty should be exempted on seed production,
 

processing storage, tools, equipment and inputs. The 7epartment 

of Agriculture should prepare a list of the equipment, tools and 

inputs required for starting a seed enterprise. 

8. 	 The seed industry should be exempted from tax for-at least 

10 years. 

9. 	 Credit agencies should provide loans to cover fixed and working 

capital needs of seed enterprises at reasonable rate of interest.
 

In hill areas, mini metal bin program initiated by ADOs in some 

districts should also be considered for ]oans and a detail 

study on the possibility of expanding such programs should be 

thoroughly studied and implemented. 

10. 	In the beginning all private seed industry should get free quality
 

tests and inspection services, and regular supervision from
 

Department of Agriculture. The government should strengthen its 

technical manpower to intensify its supervision, training, and 

certification system.
 

11. 	The privat6 seed industry should be encouraged to enter into the 

contract with the counterpart foreign private industry for 

production and export of seeds when foreign foundation seed is 

used and production and export of certified seed of Nepalese 

recommended varieties. 

12. 	 The private seed industry should be allowed to market the new 

variety with minimum period of testing in a crop program. 
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13. Training in the country and abroad should be extended to private 

seed growers from time to time.
 

The government should provide the required foundation seed. If possible,
autonomous conuiereal foundation seei production farms should be 
established. Government farms also should be expanded. 

14. While formulating summer seed program the government should 
consider the private seed industry contribution, on both demand and 
supply of seed. 

15. 
On the district seed committees, there should be representatives
 
from the private seed industry.,
 

16. Department of Agriculture should provide technical guidelines/
 
manuals on seed packaging, storage 
and processing to the private 
seed growers.
 

17. Every year, a national seminar on seed should be held to discuss 
the problems related to seed activity.
 

18. Lastly all private seed growers should pay more attention on 
producing quality seed and should comply with minmum standards
 
fixed by National Seed Joard.
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REPORT OF GROUP C 

COORDINATION OF SEED PROGRAMS
 

Chairman: M.L. Pradhan 

After thorough deliberations and lively discussions, the group felt that
 

although there is a Central Seed Production Committee it has not been
 

able 	to function effectively for the following reasons: 

1. 	 The committee consisted of persons whose time was demanded much by 

other duties. 

2. 	 Even if the committee met, because of its advisory nature it could 

not speedly obtain approval regarding, pricing and subsidy policies 

from the I.inistry nor could its decision be carried out by the farm 

centers concerning production of foundation seeds in more hectare. 

3. 	 The committee in practice was cereal crop specific and the problems of
 

the other crops did not receive due attention.
 

h. 	 There has also been a need for coordinating seed activities of 

various projects outside the direct authority of the committee.
 

Observing the aforesaid flaws, the group suggests the following institutional 

improvement. 

1. 	 National Seed Board (NSB)
 

The function of the NSB should be to formulate policy guidelines 

covering all aspects of seed. This Board should be chaired by 

the Honorable Minister of Agriculture with the following members: 

a. Imber, National Planning Commission (Agriculture) -Member 

b. Secretary, Ministry of Finance - Membor 
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c. Secretary, Ministry of Land Reforms - Member 
d. Secretary, Ministry of Forestry  - Member 
e. Se,-retary , Ministry of Agriculture -Member Secretary 

The policy decided by the NL3 -houla be implemented by

Executive Committee 

an
 
headed by Secretary, Ministry of Agriculture 

with the following members:
 

1. Director-General of Department of Agriculture 
2. Director-General of Department of Livestock and 

Animal Hea-lth
 

3. General Manager, ADB 
4. 
Registrar, Department of Cooperatives
 
5. Chief Conservator, Department of Forest
 
6. Director-General, Food and Agriculture Marketing Service Department
 
'. General Manager AIC, 
 lmber Secretary. 

To support the Executive Committee in technical matters there should
 
be permanent 
 technical sub-committees. These sub-committees will

analyze the problems in 
 their respective fields and will function 
as coordinators between the Executive Committee of the NSB and various
 
functionaries on seed matters. The technical sub-committees 
envisaged are:
 

1. Cereal and grain legii, 

2. Vegetables 

3. Horticultural (Potatoes and Plantation Crops) 

hc Industrial Crops (Jute, Tea, Sugarcane)
 

5. Forage 

6. Marketing
 

Other technical sub-committees may be formed as and when required.
 

/ 
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2. Seed Production Quality and Distribution
 

The group and the house critically reviewed prevailing situation
 

with AIC. This group proposes to strengthen the AIC seed division
 

by giving it entire control over the administrative and budgetary 

matters on seed supply.
 

If this is not possible a National Seeds Corporation should be
 

established as a separate body.
 

3. Seed Distribution at District and Panchayat Level 

The current system was reviewed and three different systems were 

identified. They are: AIC regular system through branch and 

sub-branch offices, SPIS Project mini seed-houses in areas where 

about 40 m.t. of seed can be produced and seed banks. 

The group concluded that more mini seed-houses should be established 

where potential for these exists and resources permit. In areas 

where is not possible farmers' seed banks should be established. 
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REPORT OF GROUP D 

PROMOTION, PRICING AND MARKETING 

Chairman: P.R.B. Mathema
 

Discussionr -f ;eed promotion, pricing and marketing group were held ontwo days. 1 eo recommendations made were as follows: 

Recommendations:
 

A. 
 Seed Promotion
 

1. 
Sales promotion activities for improved seeds should be deve
loped. 
Regular radio broadcasting is recommended with proper
coordination with DOA and Radio Nepal.
 

2. 
Time schedule for dispatch and delivery of seeds bo district
 
head-quarters should be fixed in advance. 

3. An estimate of cropwise and varietywise quantity of improved

seed demand by the farmers should be madr-
 at least one year
before the sale 
season. The estimated quai:Jty should be

kept on view formulating seed production programs,, 
 It is also
recommended that the varieties and prices of seeds, that wouldbe made cnailable for sale during up-coming season, should beknown to the field level staff 5-6 months ahead of sowingseason, and effective demand should be collected on 
the basis
 
of feedback information.
 

4. The field level extension workers (JT,JTAs) should be involved
mainly in demand creation. 
The group recommends that they shouldnot be much involved in seed demand collection. 
The village 
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level and district level cooperatives, the main retail outlets, 

should be made more responsible in seed demand collection. The 

group also strongly recommends that institutions involved in 

seed production should increase direct contact with farmers.
 

Additional technical personnel should be deputed in AIC
 

for 	those purposes. Those personnel should also mike regular 

supervision of village level cooperatives and, thus,
 

should also act as seed quality controllers Sajha level. 

5. 	 Agriculture Assistants should be given incentives and encouraged 

if they take seeds direct from AIC office on cash and sell to 

the farmers. Such incentives should be more in the hills. The 

extra amount of commission needeu for the hills should be 

subsidized by the government. 

6. 	The present commission rate to Sajha and private dealers is 

inadequate and it is therefore recommended to revise them 

upward. 

7. 	 The group strongly feels and recommends that packing size 

should be appropriate for different crops and in different
 

areas. Packaging should be done centrally or at the processing 

centers.
 

8. 	 Seeds that could not get sold by Sajha Cooperatives due to 

untimely delivery made to the cooperatives should be taken back 

by AIC. 
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B. 
Physical Distribution
 

I. 	It is recommended that seed storage facilities at the

retail level should be promoted. 
The storage facilities should
 
also be promoted in district AIC offices.
 

2. 	Taking into account the nature and condition of roads appropriate

means of transportation should be adopted in order to minimize 
transportation cout.
 

3. 	 The announcement and 	payment of tender for seed transportation 
should be done by the receiving district offices. A minimum 
standard rate should be decided and the bid below that standard
 
should be rejected. 

4. 	A feasibility survey for additional cold storage in the country 
for 	storing potato seeds i 
recommended.
 

5. 	 Private sector should be encouraged for the establishment, 
management and operation of cold storages.
 

6. In the mid and high hills low cost house-scale potato storage

structures should be encouraged to enable the farmers to store 
their own potato seed requirement.
 

C. Pricing 

1. 	There should be a nation wide uniform price in all the districts 
to the AIC outlets.up However, special consideration should begiven for price in such hilly areas where seeds are being 

produced locally under special programs.
 

2. It is recommended that special seed subsidy program should be

developed and launched out for highly inaccessible remote 
areas of hilly districts. 
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D. Organization ani Management 

1. 	 Majority of the members expressed the need for a separate seed 

corporation. The group also recommendel strongly that a 

thorough feasibility study should be carried on this aspect. 

2. 	The ristrict and village level cooperatives have the main 

responsibility in carrying seeds from district headquarters 

to production areas. Experiences have shown that the cooperatives
 

are not able to serve the farmer's need efficiently. Hence a
 

restructuring of the cooperatives and also a provision of
 

alternatives like private dealership are recommended. 

1 

3. 	 ixternal as well as internal management training programm for the 

persomiel involved in secI business should be expanded. 

4. 	 AIC shoull expand its scope of seed business for other crops like 

fod-ers, green manures, pulses, etc. 
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Towards a Stronger Seed Program
 

by S.S. al' 

Specific portions of the paper dealing with 
Nepal are presented below:
 

Prospects for seed ventures in Nepal
 

On the whole the prospects for a public sector enterprise appearmore favourable at bhe present time. At the same time, considerable 
scope exists for private enterprises specializing in vegetable seedsand hybrid maize seeds to make a start. For a new enterprise
in Nepal, the following factors are pertinent and should be taken
 
into account:
 

a. Seed lemand is sufficiently high because farmers in general
are unable to kcep seed themselves due to factors such as 
food deficit, vagaries of wheathe , rodents, storage pests
 
etc.
 

b. Agro-climatic diversity is a unique feature in Nupa) such that
 a variety of seeds including temperate and tropical vegetable
 
seeds, can be successfully produced.
 

c. 
As HHG attaches considerable importance to seed supply, a
 
new seed production enterprise can expect to receive all

encourage'dent, such as supply of foundation seed, processing
facilities, seed testing and training services.
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d. 	 The seed prograr has been on-going for atleast a decade 

and hence trained personnel are obtainable. 

e. 	The cropping cycle of most seed crops is favourable as
 
it does not necessitate long period of seed storage between 
harvesting ani planting. For example, six months storage 
is maximum for wheat ani maize and even less for rice.
 

f. 	 Superior seed varieties are steadily coming out of the 
research program.
 

g. 	 Seed quality consciousness exists among the farming communities. 

h. 	 Considering the long-east-west dimension of the country and 
80 percent hilly terrain, a seed marketing venture is expensive, 
problematic and challenging. 

i. Some production areas are prone to the a-1-,rse effects of 
high humidity, field moisture stress, low seed yields, lack of 
transport and communication (some of these aspects are already 

improving). 

J. 	Safe seed storage might demand the construction cf good seed
 

stores not only at the plant-sites and relay centres but at 

the retail points as well. 

k. 	The farmers purchasing power may not permit them buy seeds at 
the commercial price. This may force dependence on governmen
tal support through subsidy for sometime to come. 
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12. Current seed situation in Nepal 
Although the seed program activities are still in a formative stage,the infrastructure that has developed is quite impressive. A fairlysystematic approach to sucd proiuction is being followed. Seedprocessing and storage facilities exist in 
seven places in the
terai an! a couple of plices in the hills. 
 Additional small
scales facilities in about 30 hills sites are being created underthe SPIS Project. The country has four seed testing laboratories.Foundation seed proetion facilities at three research stations are being developed. Training programs for developing technical manpower are underay. 
An extensive set-up for vegetable seed production has been establisho under the aegis of Department ofAgriculture FAOand AIC with/assistance. Thus, all in all, the


situation lenis hope and optimism on the seed front.
 

A separate Seed Division in ATC came into existance in 1973.
The Central Seed production Committee was formed in 1974 and the
first seed testing station at Khumaltar started functioning
 
in 1965.
 

The AIC has the capacity of proucinq and supplying roughly 6000m.t. of niroal seeds annually besides vegetable seeds. 
 Seed
certification activities are carried out by the Seed Technolcand Improvement Program of the Department of Agriculture. 

However, inspite of the wide ranging seed development activities,there seems a need to refurnish AIC's seed image and cradibilityamong the generality of farmers. 
With a little bit streenlining
of the system, the country's seed program can achieve the capability
of adequ.tely serving the farmers. But unless that is done, anyperceptible improvement may not come by in the foreseeable future.By now sufficient practical experience has been rained by the seedpersonnel on the basis of which mid-course corrections can be made
for meeting the future challenge. The existing seed program has
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indeed served the first generation needs; however, at this
 

juncture, new strategies have to be developed for a desired
 

impact in the time to coma.
 

For this purpose, it would appear logical to first identify
 

the constraints in the present set-up through an objective
 

analysis of the situation and then, by a consensus, an attempt
 

might be made to remove the apparent deficiencies so as to
 

strengthen the cntire seed program to mike it move forward in
 

mqeting the evr increasing demand for high quality seeds. 

It is pertinent in this context that Nepal has a great potential
 

for producing a variety of seeds especially vegetable seeds for
 

the export market. In order to exploit this potential, the
 

development of seed industry is an imperative. The reputation 

of the seeds produced and supplied within the country or outside 

must be built up by sustained efforts. Any investment made now 

to strengthen the seed program will surely pay handsome dividends
 

in the future. 

13. The constraints and their remeies 

Consultations and discussions with the managers of seed program 

activities on the one hand and farmers opinion on the other hand
 

have strongly pointed out the need for some policy changes in tha
 

present system. These are discussed below with a view to
 

finding out rational solutions. 

1. Foundation seed arrangements 

These appear to be inadequate. The linkage between the
 

commodity programm as the producers and the AIC as the 

user of foundation seed is rather week. For the private
seed
 

sector too, the supply of foundation/is uncertain. Various 

projects having to do with seed production also experience 
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problkms with foundation seed. If foundation seed remainsa bottleneck, the subsequent seed multiplication will be

adversely effected. 

Suggested improvement
 

There should be a 
 separate unit for foundation 
an experioncesseed seed under
technologist. 
The proposed unit may be
responsible for the foundation seed production aspects at
each of the commodity stations. The unit could alsoestablish a new foundation seed farm of a suitable size
fully equiped with necessary facilities to serve as thecoordinating centre for foundatio seed. 

All foundation seed should be certifiud cx'ept perhapsfirst supply at the
the time of releasing a new variety.impurties Thein breeder seed, if any, should be removedstage at theof foundation seed through rigorous rouging. Thereshould be a buffer stock of foundlation seed of the established varieties. 
 In case of maize courosites, enoughfoundation seed should be produced to'east for 2-3 yearsunder long term storage, so as to avoid genetic shift.
 

The allocation of foundation seed may be entrusted to a
committee. -or 
field inspections, the breederrepresentative and aof ATC should accompany the seed certificationinspector to ensure proper determination of purity.
 

Lastly, the present shortage of foundation seed should become
a thing of the past as early as Possible. Whatever needs
to be done for that should be done expenditiously.
 

\
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2. AIC's seed set-up 

As we all know the AIC's performance in meeting the seed 

requirements of farmers has been questioned in the past and 

inspite of the recent improvement the situation is not 

complet:.iy satisfactory. The root cause of the problem, 

fertiapparently, is the fact that the AIC is primarily a 


lizer organization. For a tangible improvement, an institu

tional change is necessary such that seed activities can
 

looked after and managed by technical personnel.be properly 

;xpericnce elsewhere shows that sued production is a specialized
 

job and should be entrust*1 to a professionally-oriented 

agency. As time passes and country's seed demand increases 

there are likely to be greater difficulties in the future 

unless a seed organization is created now and made responsible 

to cope with the growing needs. 

On the other hand, it would appear that there are certain 

main advantageadvantages in AIC dealing with seed. The 

is that the existing infrastructure can be mtilized for 

handling and distribution of seed without creating another 

parallel system. But even that is the case upto the district
 

level as the retailing responsibility rest primarily with
 

the cooperatives.
 

The 	present seed set-up of the AIC seems deficient in the
 

follo;ing respects:
 

a. 	 Inadequate linkage with research, extension and founda

tion seed programs. 

b. 	 Less concern with seed marketing as the role is confined 

to mere distribution of seed upto district headquarter. 

http:complet:.iy
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c'. Lack of direct touch with the end-user farmers because 

of Sajha serving as intermediaries. 

d. Ineffective management of seed production activities,
 
dispersed as they are.
 

e. 
Seed receiving secondary attention being a tiny component

of the whole organization. 

f. 
Paucity of opecialised technicians and seed technologists
 
to run the seed production activities.
 

g. 
Neglect of internal seed quality control procedures.
 

h, 
Casual maintenance of seed stores arid processing plants. 

i. Minimal supervisory check of field work to ensure
 
achievement of targets.
 

J. 
Inadequate liaison with the seed certification unit
 
of DOA. 

k. 
Defective seed lot identification and erratic labelling.
 

I. 
Inadequate exercise of commercial judgement on issues

such as demand forcasting, pricing and sale promotion.
 

m. Administrative and financial constraints at different
executing levels affecting implementation of the plans.
 

Suppestod improvement
 

An organizational change seems to be the first necessity.Under jJC management, a subsidiary agency for seed mightbe created. It could be named as Seed Organization OfNepal (SOON). The-head of the SOON should have
responsibility for all aspects 

the complete 
of seed production, processing, 
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storage, marketing with necessary financial and admin-


He should be assisted by divisional managers
istrative powers. 


looking after (a) seed production and quality (b) storage and
 

marketing (c) seed drying and processing and (d) adminis-

The SOON should function in a decentratration and finance. 
A seed

lized way with a built-in quality control system. 

the nerve centre of allprocessing plant site should be 

the activities. AICs existing district offices can be used
 

for demand collection, secondary seed storage, transportation
 

and supply of seed to Sajhas. To ensure sales promotion and
 

linkages with the Sajha sale outlets and through them with
 

the farmors, the seed marketing officers of the SOON should
 

be assigned area-wise responsibility. Besides marketing,
 

quality assurance functions should be combined with the 

consumer can receivemarketing officers as well so that the 

the desired service. 

While it is recognized that the SOON would entail increased
 

working expenses for AIC, a rouph estimation shows that there
 

will be ample scope to increase the turn-over on account of
 

seed sales to offset the expenditure. The SOON can eventually
 

reach a gross sales revenue of about sixty million rupees
 

annually which appears sizeable for a seed organization to be
 

viable. 

Approximate 
total seed Desirable 

Crop 

Assumed 
area 
(m.ha) 

requirement 
m.t.(area 
seed rate) 

target 
for seed 
supply m.t. 

Estimated 
Sale Value 
(m. rupees) 

Paddy 1.20 45000 4000 12 

Whoat 0.40 35000 8000 36 

iize 0.45 10000 3000 12 

2.05 90000 15000 60 
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Since the question of re-structuring AIC for strengthening its 
seed activities is 
a major issue. , the precise feasibility and
 
the molalities of the suggested action need to be gone into
 
by a team of experts. 
This should follow if the matter is
 
acceptable in principle and a consensus is reached to that
 
effect. If possible, the private seed growers should be 
encouraged to make their contribution in some kind of a 
joint sector seed organization. 

3. Uncertified seed 

At present AIC handles three types of seeds namely, certified 
seed, improved seed and grain-seed, without clear distinctiona 

from the customers point 
 of view. This has been eroding AIC's 
credibility as the supplier of good seed. The quality aspect
 
obviously gets a setback in this kind of situation. 

Suggested improvement
 

As far as possible, the AIC should stick to the production and 
supply of certified seeds only. 
But in an unforeseen situation
 
arising from drought or crop failure in a particular year, if
 
it becomes unavidable to handle some grain-seed then that 
seel must not be packed in the same kind of bags as for 
certified seed. Grain-seed can be supplied in large gunny
bags instead. The ideal situation would, however, demand that 
grain-seed should not be handled by AIC but by othersome 
agency.
 

4. Seed subsidy 

The phenomenon of demand elasticity in relation to price
of seed has been amply demonstrated in the recent experience
with wheat seed. With sale price subsidized to Rs. 3.75 per 
kilo the sale volume jumped from the normal 3000 m.t. to 5000 
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m.t. It is true that majority of our farmers are small with 
a limited capacity to pay the commercial price of seed. Hence, 
till the farm productivity rises and incomes improve, there might 
be a need for a supportive subsidy to promote usethe of inprovel 
seed as a national strategy. However, subsidy can be harmful if
 
not properly handled. Tho subject deserves a very careful 
consideration at the policy level. 

Suggested improvement 

In deciding the quantum of seed subsidy, the criterion should be 
the difference between AIC's commercial sale price and the price 
that farmers can possibly bear. In xy case, the subsidized 
price should be atleast 10 percent above the prevailing market 
price of fair quality grain. Secondly, subsidy should be applied 
to certified seed and equitably to public and private sector
 

seed to avoid any counter productive effect. 

• Training and education 

Traininp of all staff engaged in seed activities is highly
 
essential. The future needs of the seed program are likely 
to multiply manifolds. -1he quality of seed supplied to farmers 
will very much 
iepend on the quality of the personnel. People 
working for the seed program activities must have the basic 
knowledge of seed biology, seed physiology and also seed 

technology.
 

Surgested improvement
 

Under the Sed Technology and Improvement Program of the
 
Department of Agriculture, a seed technology training 
centre 
should be established. It may hold atleast two in-service 
traininr courses annually for a duration of 6-8 weeks. 
'Ihe
 
program shoul-! continue as long as it is necessary.
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Secondly, any new staff recruitmen. for the seed program
 
activities should specify a minium of bachelors degree as the
 
qualification an:] that too in subjects like agrono.y, plant
 
breeding, suel- technology, botany, horticulture depending 
on the area of responsibility. 'his education should be 
supplemented by training in management.
 

Furtherifore, efforts should be made teach basicto some 

courses on 
 seel biology, scud physiology7 and seed technology 
to the under-graduates stu!ents at IUiAS, Rampur so that the 
people working on the extensirn side will also have an
 
apprLciation of the value of good seed for education thu 
farm rs in this respect and thereby help create seed quality 
consciousness in the villa~es.
 

6. Seed marketing stratgies 

A glaring weakness in ATC's system of seed supply to the 
farmers is the fact that it has little 
lirct touch with the
 
end-user of its proluct. 
1he seud goes from AIC pro luction/
 
processing centres to the district offices/stores and onward 
to Sajha Sansthans. "hat the Sansthans do with the seed, as 
the dealers of ATC, is practically left to them. In the
 
process, the responsibility towarl the farmers for supplying 
timely seed gets badly livide, between the Lwo agencies. It 
is doubtful if the: Safhas are in a position to provide any
technical advice or aftr. -sale service to the consumers of 
seed. On the other handl AIC offices aro generally oblivious 
of farmers d.ifficulties because their responsibility is to
 
reach the seed upto district hea'quarters. 

\1A
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Suggested improvement 

The AIC technical personnel at the grass-roots should act as 
multipurpose staff. ' system should be worked out by which 
they are thLre in direct touch with the seed users not 
only for seed supply but also for quality assurance, technical 
advice, collecting feed back and attending to farmers 

problems as extension workers.
 

Secondly, the Sajha Sansthai, workers might be continually 

trained in simple aspects of seed storage, sales promotion 

and hazndling of unsold stocks. 

7. Seed storage
 

The climatic and topographic situation in Nepal requires the 
creation of stores specially designed for keeping seed.
 
Prevalence of storage pests and rodents is
a problem in many
 
areas. Vapour proofing of floors and walls, timely repairs, 

white-washing, periodic disinfection and careful storage
 

management are just a few steps that can 
 improve seed 
storage. Additionally, some storage structures would need
 
re-modelling to make them fit for seed, e.t., 
a store with
 
concrete roof is much safer than one with asbestos or tin 
sheet roofing. Sometimes, mere vantillation can 'cep the 

ambient temperature within cool limits. 

Suggested improvement
 

a) 	 Repair or re-model the existing store:,
 

b) 	 Adopt a suitable design and material for new seed 

storage construction
 

c) 	 Improve seed storage management by laying down
 

procedures, inspections and staff training.
 

(V 
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8. 	Hill seed production
 

The 	production of seed in the hills to meet the local demand 
and to win the confindence of small hill farmers is a clear 
necessity. For this purpose, AIC/SPIS project are attempting 
to lay 	minimum infrastructure in selected pockets of the 
hilly aremis. As far as possible, community participation 
by the surrouwdin- farmers is being enc.luraged so that they 
can 	meet their seed needs through self-help and with minimal
 
support from the government. 
Several other projects are also
 
helping in hill seed production. 
Under the vegetable seed
 
program, the tempo of seed production is steadily increasing and 
there are specialized pockets where this activity is going on. 

Suggested improvement 

a) 	The hill seed production program should be deemed as a
 
promotional activity to serve the small farmers. 
Maximum
 
financial and material support should be made available 
according to need. Transport subsidy seems justified 
and should be given due consideration. 

b) 	 AIC ay create i special c :l to assist the hill program 
by ensuring that -edicatel site managers are posted and 
they give their best in workeach site. Also, that 
foundation seed is supplied for each seed crop, credit
 
is mide available to the farmers and the seed produced
 
in the hills is properly utilized.
 

9. 	 AIC's internal quality control 

It has been seen that a faithfull application cf the principles
 
of seed science and technology to produce high quality seed
 
requires systematic adherence to certain procedures. A seed 
producing and selling organization must evolve those procedures
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Thus regular
 

and ensure their 
application at all 

times. 


of seed handling is 
at every stage

internal supervision 

Besides seed certification, 
a seed organization
 

essential. with the main
 
control and check systOm,

its ownBhould have 
from the point

in-built quality control,
to ensurepurpose the farmers.

seed supply to 
harvesting to 

of seed crop 

eovesdnilt 

in addition 
internal quality control, 

on 
AIC should emphasize wovensystem might be in-built andTheto certification. 
into production. processing, 	 storage and supply functions. 

a senior officer wt'o could also 
must be withQuality control 

to the top management necessaLrY 
continually recommend 

lacking.physical facilities that might be 
improvements in the 

10. Sced certification
 

a part of theis covering only
seed certificationAt present 	 seedThereasons.to variousdueprogramseed production 

fully utilized to 
to be moreought

testing laboratories country. Secondly,
value of planted seed in the 

attest the 

as 
the linkage between AIC and seed certification is not 

certification staff even 
strong as should be such that the 	 fields,seed production

in locating all the 
have difficulty 	 andseed growers

and roguing by the 
proper isolation ensure 

for obtaining maximum yield 	of 
agronorythe productionimprove 	 are also

field inspections
Essentially,

high quality seed. 	 theirand upgradingseed growers
for training the 

a tool 


skill.
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Suggested improvement 

a) Seed testing and certification be intensified. 

b) Staff mobility be improved through the use of motor
cycles alongwith a maintenance allowance to the field 
staff may be examined. 

C) The drawbacks in seed production and handling system 
should be monitored by the certification agency and 
brought to the attention of the Central Seed Production
 
Committee for rectification from time to time.
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Private sector in Agro-seed Business
 

by 

Krishna K. Gyawali
 

QUALITY ASURANCE AND CERTIFCATION FOR .Z PRIVATE SEED INDUSTRY 

1. 	The objective of the seed testing and quality fr the use of
 
private sector is riot only to control but 'ilso has to privide 

services for assurinw that the seed undeor distribution is meeting
 

the 	standards. The certification system should have enough 

controlling force so that at least the foundation seed privided
 

to the private sector should meet the seo>I standards, genetically, 

physioloi.ically and mechanically. Because the distribution and 
use of foundation seeds influence. directly tho quality of 

certifie,-] anI improved seeds major attention and importance 

must be given to the maintenance of high quality foundation 

seedIs. 

2. 	 The field visits for supervision and inspection in the certification 

system should be intensified. These vis.cs should not merely 

concentrate for activities of accepting and rejecting but on the 
contrary should impart knowhow technique and education to the 

concerned so that the promotional activities arc accelerated.
 

3. 	 As far as the private sector is concerned, seed could be classified 

in three catagories:
 

a) 	 Foundation seed 

b) 	 Certified seed 

c) 	Truthfully labelled seed.
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SUPPORT OF HiG REQUTRED FOR PRIVATE COED INDUSTRY 
Sc me of the factors influencing the private seed enterprises are: 

i) The activities of private sector are not of aggressive type
 
ii) 
 The future growth is not predictable
 

iii) The risk is very high
 

iv) The market is not assured
 
v) The government policies towards 
 the private investment 

in seed business are not clear.
 
vi) 16e choice of tho opportunities in other sectors may be 

better than seed enterprises.
 

Taking into consideration the above factors, the policies of HMG 
in this regard should be arranged in such a way that the support 
action flows to the private enterprises; thus in turn they may
 
get encouragement to get involved in the program. -Following 
are some of the points that have to be taken care properly by the 
government so that there is harmony in the seed business for private
 
seed enterprises.
 

I) Minimnu prices of seeds should be fixed taking into the 
account cost of seed production, processing charges,
 
storage charges, cost of transportation of incoming and
 
outgoing distribution, interest on the capital employed, 
the degree of risk of the capital involved, and the
 
percentage of the profit allowed for (1) growers (2)
 
processors (3) distributors and (4) dealers.
 

ii) The flexibility of fetching 
higher price be allowed in the
 
peak season and also for lowering the price for clearance
 
sale alongwith incentives in sale price, so that the stock 
does not remain but goes in the soil for planting. This
 
is particularly needed for the retailers. 

\ -w 
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iii) Any subsidy in the seed program should flow towards the 

private enterprises also and cqually. 

iv) His ijesty's Government should recognize the seed business 
as a subsector of industry as sued industry and be treated 

accordingly. 

v) Like in other industrial and business sectors the seed
 

industry should also gat loan facilities upto 90 percent for
 
infrastructural development and opurational cost involved.
 

vi) The custom excmptions and other facilities should be allowed
 

in seed industry for all kinds of needed inputs in;luding 
machinos and seed transport vehicles as per the allowances
 

given 	to other industries.
 

vii) 	 Thu characteristics of a used enterprise are such that it is 
neither industry nor entirely trading nor simply agriculture. 
But it is the combination of all these. So the tax exemption 

should be allowed for the maximum. 

viii) All the seed enterprises should be registered in the Depart

ment of Agriculture. Reporting and supervision of seed 
enterprises should be incorporated in the regular report 
of the Department of Agriculture. 1his will facilibate achieving 
the objectives of the Sixth -,ive Year Plan of the government.
 

ix) 
 The government should also include the technicians of private 
enterprises in both r otional and international training, 

workshops, seminars, observation tor'rs etc. so that the skill 
ani knowludpe in private sector can be upgraded. 
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SUMVIRy 

The program of the development of seed as an input to flfill the
present requirement and increase the production of agriculture
vitally important. is 

At present in the process of agriculturaldevelopment, crop research and extension which altimately filtersdown to farmers and cultivators, 
an aspect where privateinvestors could think of contributing is only seed industry,but tt requires n concOnial situationto be created and protectionto be given. At the same time, this industry should providegood return of income in comparison with other sectors for 
attracting private investment. 
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Seed Production at Pakhribas Agricultural 

Centre
 

by I.G. Hunter and 
M.R. Bhattarai
 

DEVELOPMEIT OF SEED QUALITY CONTROL
 

With the start of the seed multiplication program, the need for quality
 

ccntrol became evident for several reasons - to ensure viable seeds were
 

of the correct variety; and as is
sold; to ensure that they were 

important, to pay the seed grower the premium given for quality 
seed.
 

In 19(9 a seed laboratory was established and began doing quality
 

Laboratory techniques were established and
control work in 1980. 


a technician trained in carrying out moisture content, germination
 

and purity tests to the International Sued Testing Association
 

donc on seed crops but also on
standards. Testing is not only 


trial material used by other sections at PFX.
 

PRICINr, AND MARKETING PROCEDURES 

by HMG(N).Purchase price of vegetable seeds is the price laid down 

No distinction is ado between acceptable and excellent batches of
 

is worked out by the extension
seed. xor crcp seed, the biWing price 


heads, assistant heads AIC and ADB rep.resentatives and farmers
section 

representatives. In general, the base price is taken as the market
 

price in the area over a number of weeks. To this graduatol increments
 

miximum of 30 percent, depending on quality-moisturearu aldel t,. a 


content, germination and purity.
 



In the past, PAC subsidised the cost of cleaning, treating andbagging seed. his is being phased out. The selling price is nowbeing set to cover all recurrent costs. In setting the price of seed 
the following is taken into account:
 

B ing price of seed 

Labour costs 
- cleaning, treating
 

Chemical costs
 

Packing costs 

All marketing in the PAC target area is done through the fieldassistants or JT/JTAs (KHARDEP). They sell seed from the projecthouses or Agricultural Service Posts. 
 PAC acts as a project house

for Pakhribas Panchayat and also distributes seed to selected
 
growers. 

EXPERIENCES 

One of the recurrent difficulties in the seed program is gettingfarmers to honour their contract and sell seed to PAC. -This is not a difficulty in the local target area, but in the Taplejung District
to the north defaulting can occur. In a bad season, crops are poorand in a foo-I deficit area the farmers with to keep their crops
for feed. 
 The PAC northern target area is also on the route north
 
to Wallenchung and Tibet and the farmers get a higher price

selling crops to be carried north for food, than they would selling

for seed. 
This illustrates the need for a seed area to be st2f
 
sufficient in food grain before the sophistication of seed

production is introduced. 
Als- some sort of workable penalty

system must be developed for contract defaulters.
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Another problem which has to be overcome in t he hills is one of 

transport. PAC has been trying to develop self sufficiency in seed, 

within Panchayats to overcome this. This will cut down transport
 

costs both for the farmers and the institutions, the bulky crops
 

such as maize and wheat being produced and stored in the Panchayats.
 

Working in 1h Panchayats, quality control is hard to monitor. To be
 

self sufficient within a Panchayat there has to be several seed
 

growers in each panchayat. This then creates problems for effective
 

quality control work in the field. It would seem that after
 

the initial work at PAC of identifying seed growers in all Panchayats,
 

there should now be a change to identifying suitable panchayats
 

in which to concentrate the seed production effort.
 

In the past, Pakhribas has maintained its own foun!ation seed, as it has 

always experienced difficulty in obtaining the right quality of seed, 

at the richt time. This policy will be changing and it is hoped that 

foundation seed can be brought in from government stations every 

year, to fit into a generation system of seed production. Several 

bodies, though, have expressed concern as to the availability of 

foundation seed on a iegular basis. It is therefore suggested, 

that a new body be set up solely to produce foundation seed. 

Breeders are not interested in producing it and it is not a 

commercial crop that is attractive to AIC business. So, as in other 

countries, a para-overnment seed development organisation should be 

set up to take breuder seed and multiply it to produce foundation 

seed. The organisation ctald deal with both cereal and vegetable 

seed. 

As Nepal moves towards nation-wide seed production schemes with the
 

flow of seed between government sources, private sources and aid
 

projects increasing, it is essential to develop a single seed
 

identification system for the country. It is realized that our
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lot system differs from AIC and HMG(N) systems. 
Hence, efforts
should now be made to standardise lot number construction. 

It has also been the experience at PAC 

maintain 

that it is very difficult toisolation distances between
particular cross pollinated crops,maize. inIn the hill situation, with small land holdings, itis sometimes impossible to get the required isolation. 
PAC have tried
several methods of getting over this obstacle. 
 One way has been
to get a group of neihbouring farmers to coopurate in seed production,
to produce a large block of seed crop. 
-he edges of the crop can
always be rejectcd for seed if isolation is poor. 
Another method
of achieving isolation has been to sow seed crops either before or
after the main crops, thus giving isolation in time. 
This works in
theory but it is not so effective in practice. 
With the wide variety
of conditions in the hills, and the composite nature of the maize
crops (both local and improved) frwering can occur i ver a long time span,nepatin, the effect of different sowing dates. 
Another, more practical
method of semi-isolation is to ensure that farmers near a seed crop
are growin2 improved seed of the same cultivar from a known source.
As all maize crops in the hills are composite cultivars a small
percentage of out-crossing 
can be accepted if a
kept strict control ison the number of ,'eneratinns allowed. This will hopefully bedone at PAC if foun(lation seed can be supplied every year. 

A problem that is now being experienced in KHARDEP ASPthat ATC are Panchayatsunable isto buy and store seed in the ASP buildings.can only work Theyout of district centres. The Panchayat level work ofbuying and storinp seed is supposed to be carried out by the SAJHAs or
an ATC agent. 
Even if they are present in the ASPs it is felt that
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they will not have the necessary funds for proper cleaning, storage,
 

treating and packaging of the seed in these ASPs. The only way this 

can be overcome is if AIC can be authorized to work outside the 

district centres.
 

FUTIRE PLANS AND PROGRAM 

Pakhribas Agricultural Centre in shifting away from producing seed
 

at the Centre. In the pest, foundation seed wore maintained through
 

strict control and selection measures. This is being phased out and it
 

is hoped to use government sources for foundation scod. 



SEED DEfNQD AI1D SUPPLY SITUATION IN 

NEPAL 

Bharat P. Parajui
 

Senior Agriculture Officer/AIC 

and 

Shyam K. Upadhyaya 
Agriculture Officer,AIC
 

The collection of effective emand for improved seeds is essential
for the development of a viable and self-sustaining system 
of seedproducticen ard distribution. The term "effective demand" in a realsense refers to the already existinr, demand for improvcd seeds among
the farmers at a cc:rtain range of price during a particular periodof time. In this sonsu the effective demand for improved seeds ofa reg'ion or ciistrict may be far lower than the actual seed requirement
 
of that place.
 

DEMAND CREATION
 

Whenever 
 a variety is rlovelope4 and released by
committee the variety releasingit would be known to the farmers first through minikit program,extension workers of the DOA and through the activities of differentagricultural projects. ,All the extension workers are supposed to beinformed ihout this newly duveloped crop variety and they in turn aresupposed tr tcll the farmers of their rospective areas about

farers happen 
it.If the to like this new variety they woulJ startplacinFp demand for more seeds. 
 Thus on the basis of the acceptability
more farmers would be interested this variety andon ' "nce there wouldbe more demand for seeds. This is how the demand is created. 
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It should be noted here that the original demand creation depends much on 
the salesmanship of the ectension workers., It is, for this reason, highly
 
important that cvary extension worker 
 should have thorough knowledge of the 
new variety. But, unfortunately, it has often been observed th'-k many 
extension workers are not even informed of the new release for - considerable 
length of time. 
This 	is often the case in paddy varieties. Many field
 
level extension workers do not isknow 	what being developed in the 
research farms.
 

So long there is a low demand for seeds the produce of the government 
farms alone would be onough to meet the farmers' demand. But as the
 
demand increases the government farms would be unable to supply seeds 
to meet the demand. It is at this stage that AIC is supposed to join 
the show. dith the source seeds obtailed from government farms 
AIC runs seed multiplication programs on farmers' fields, procures and 
distributes seeds to meet th, demand,. 

DE?1hND COLLECTION 

Collection of reliable demand is very important while formulating future 
seed proiuction program. In Nepal the organizations involved in demand 
coliection and their methods of demand collectionae as follows: 

A. 	Village Level:
 

a) 	Field level staffs of extension wing of DOA (JTs, JTAs
 
and Agriculture Assistants)
 

b) 	 SaJha Shnsthas (Village Leve± Co-operati-%es) 

B. 	District Level
 
a) Agriculture branch district office (ADD)
 
b) Branch or Sub-branch Office of Agriculture Inputs Corporation(AIC )
 
c) District Agriculture Co-ordination Committee
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C. Regional Level 

a) Regional Agriculture Directorate 
b) Regional Office (AIC)
 
c) Regional Seed Cor.iittoe 

D. Central Level:
 

a) Department of Agriculture 

b) AIC Central Office
 

Now let us enumerate few important problems faced by AIC in the
collection of improved seeds in desired quantity and quality.,
 

1. 
Under the pricing system a base price for the seeds produced by
seed growers would be fixed before or at the time of sowing. Theprevailing market price would be considered fixing the base price.in 

Later 
on, a procurement price would be fixed few weeks before the seedcollection work starts. While fixing seed procurement price the ruleis that if the base price is hirher than the prevailing market price in
collection season then the base price itself would be the procurement
price, but if the ,.arket price then is higher than the base price, themarket price would be the procurement price. A premium of 10 percent
for improved seeds and 15 percent for certified seeds is added to this
procurement price. Rest 1-20 percent premium is paid to the farmers 
on the basis of analysis of seed sample. - e main purpuse of thispolicy is to give 
a fair price to seed growers for their produce.

But the difficulties observed under this system are that if the procurement
price is too much higher than the market price the farmers might bring
more seeds than they have produced. It endangers seed quality and
it is very difficult to check the facts as AIC has a very limited 
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technical manpower. On the other hanJ if the seed collection work
 
is continued for a considerable length of ttie and if thu grain price
 
in the market shoots up the farmers would not like to give their
 
produce to AIC. It would be difficult for a public organisation
 

like AIC to change the decision fix new procurement price
 
immediately at that situation. About 50 m.t. of wheat seeds
 
was 	not collected at Chitwan this year simply because of the above
 

stated reason.
 

2. While delivering seeds the seed growers have to deliver them at the
 
nearest AIC office. In areas where processing plants are present
 
the farmers are supposed to take their seeds to the plants though
 
AIC would bear the transportation cost from ATC office to the
 

processing plant. As the amount of seeds produced by many
 
individual small seed prowers may not be enough for a truck load
 
those farmers would be having problems in carrying seeds from their
 
field to the delivery point as the private truck contractors would
 
not carry less than a truck load. AIC does not have enough
 
number of trucks to help in that situation. In many cases
 
the seed collection is hampered by this problem too as the farmers
 
do not want to take much trouble unless the profit is highly
 

attractive.
 

3. 	Drying of seeds is another major problem in the collection of
 
seeds from seed growers. This is usually a case in maize seeds.
 
AIC collects maize seeds from seed growers at 13 percent moisture
 
content. But in case of summer seed production programs in 

hills and winter (September planting) seed production program i. 
terai it is very difficult for the farmers to dry maize seeds up 
to 13 percent moisture content. Farmers do not have proper 
drying yard and stora7e facilities. In an attempt to lower 
moisture content many farmers have been found to deteriorate the
 

-6 
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quality of their seeds. 
 In areas where there are processing
plants and artificial drying facilities available AIC might
collect seeds from farmers upto 15-16 percent moisbure but the
farmers are supposed to bear the loss that would occur whiledryinp seeds to 13 porcernt moisture content. But ithas b.oenobserved that it would be very difficult to convince farmers that
way as many of them have a feeling that they are being cheatedthe Corporation. byTheir justification at that case is that the grain
merchant in the market (oes not consider any moisture level.
 

4. .1any of the seed growers of AIC are not able to make proper
management 
 of their produce. If there would be rain at the time ofharvesting or threshing the seeds would ge wet and beas spoiledthose farmers do not have proper threshinr, yard and storagefacilities. 
 This problem hampered wheat seed collection in Bara,
Parsa and Rupan!ehi district this year to a significant level.
 

5. Because of the processinc difficulty a farmer who has already preparedhis seeds may have to wait for more than a month before his turn for
seed delivery comes. 
This problem is also discouraging 
many farmers.
 

SEED SUPPLY
 

The 
 seuds collected from the seed growers and the government farms are
processed and treated with protectant 
They
chemicals. are then storedin AIC godowns till the sales season. 

AIC despatches those seeds in different districts of the countrykeeping in view the demand of those districts. AIC is supposed to carryseeds up to the district headquarters. 1
heseed dealers (co-operatives
and in some areas, private seed dealers) are responsible in transporting
seeds from district headquarter to the production 
areas. It should be
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noted over here that AIC has no field staffs of its own to reach individual 

production areas and farmers.. At least the manager in district AIC 

office would make occassional supervision and cross-check visits 

to the seed lealers within the district. 

Considering the present situation of collectiori, demand and supply 

of improved seeds in Nepal the following measure may be recommended 

for making further imprrvement in the seed programs of the country. 

RECOMENDATION NO. 1 

A successful seed program should be pl,.nn.1d well ahead in time. 

A rough estimate of cropwise and irarietywise quantity of improved 

seeds demanded by the farmers should be ade at least one year 

before the sales season. The see5 multiplication program should 

be formulated cn the basis of that demand and the national
 

priority and targets set by Agriculture Hnistr and National 

Planning Commission. The Central Office of AIC should inform the 

ADO and AIC offices in all the districts about the seed varieties 

and a possible range of seed price that would available for sale
 

in the upcoming season.
 

NO.RENO, INWDTION 9 

There should be a clear cut policy regarding price subsidies and
 

production loan. ,hose policies should be forcast before formulating 

seed multiplication programs. Due to sudden reduction in seed price 

at the sales season there would be a sudden increase in seed 

demand and AIC would have difficulties in supplying the required 

amount of seed. Wheat seed demand in Eastern Region during this 

wheat season is an example of this approaci. While there was 

http:pl,.nn.1d
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a deomnd only for about 800-1000 m.t. of wheat seeds in that regionprior to reduction in price the deMnd immediately 2000rose uptoas m.t.more than 30 percent reduction was ,-ade to the original seedprice. Seed price eventually, was even lower than market grainprice. To meet that demand AIC had to make extra collection evenfrom flour mill s. Similarly, if the loaning policy of the bank isliberal the demand would be increased and vice versa.
 

REOMMENDATION NO. 10 

In case of emergency if there is -1need to ccllect ordinary seeds, themain organisation involved in quality seed business (AIC) should not beinvolved in this process. 
It has been observed that AIC is loosing
faith of the farmers as it supplies such ordinary seeds too. Itusually very difficult to regain 
is 

the faith once lcst. 

0\\
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A CRITICAL TOK AT THE SEED 

DISTRIBUTION SYSTEM IN NEPAL 

B.N. Kayastha, Chief 
Seed Division, AIC
 

Seed distribution is the last major sequential s1i3p in seed production
 

supply program. The iajor objective of the seed distribution program 
is to make available the required quantity of seed of desirable varieties 
in reasonable price in time for planting and producing high yields. 
The 
use of improved varieties has increased to about 20 percent of the total 

cultivated area of the crop in case of maize and rice and more than 
80 percent in case of wheat. In Nepal, more than 90 percent of the
 

seed used for planting are either farmer's own seed or seed from
 
neighbors. Only a small percent of improved sed required for
 

planting is supplied by public organizations like the Aigriculture Inputs 
Corporation (AIC). The nationwide improved seed distribution program 
of AIC is controlled by the central office. In qeneral,the AIC central 

office prepares a distribution chart about two months before the 

planting season. Regional offices and branch offices supply seed to 

meet the iemand of the hilly remote regions. The distribution time and 
amount for each repion depends on the total amount of seed available 

for the istribution. The seed made available for distribution should 
meet the minimum standard set for each crop. AIC distributes annually 

4000 to 6000 m.t. of seed. 

The main responsibility of improved seed distribuion rests with
 
AIC. But in practice, the distribution is only upto the district 
headquarters. Therosfer the responsibility is shifted to Sajha Shnsthan
 
(Coops) whc are supposed to take seed from distrit headquarter to the
 

farmers gate.
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Sometimes these channels are unnecessarily long.

Union's District Cooperative
involvement is for nothing but one percent commission that
it receives. 
 distribution from the procurement center to the district
headquartcr is the repponsibility of AIC, under the Ministry of
Agriculture where as the important phase of distribution is carried
out by not too efficient cooperative unions; Sajha Sansthan,
under the Ministry of Land Reform, and they are responsible for taking
the improved seed to the farmers. 
 There is a poor linkage in the
channels especially because of the lack of communication and sales
 

promotion.
 

AIC s seed distribution 
program is centralized and all the communication
is through the central office. 
 The office with the processing plant
facilities act as the distribution points to the relay centers and to
the outlyinr secondary relay centers from where the deed is distributed
to the hills and remote areas 
(Table 2).
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Figure 2 

SEED DISTRIBTTIO;j .CHANNELS 

Contract Se,:d Growers and
 
Government Farms arid Stations
 

AIC Col'ection and 
Processing (Plants) 

AIC 

Distribution
 

AIC
 

District Headquarter Office
 

District ooperative Union
 
District Headquarter
 

Cooperative Soiaties and
 

Sajha Sansthan illage Level
 

Fm' 

I Farmers Seed Consumer 
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Table 2AIC 'S SOED DISTRIBUTION PROGI' SHOWING REL&Y CENTERS 

Distribution 
Center 

Relay 
Center 

District 
Headquarter 

Days required 
tc transport 

Itahari Bhadrapur Ilam 

Itahari Dhankuta Panchthar 
Sankhuwasabha 

21 
Torathum 
Taplejung 2P 

Itahari Rajbiraj 
Bhojpur 

Udaipur 
25 

Itahari 

Janakpur 

Hetauda 

Hetauda 
Hetauda 

Lahan 

SInZhuli 

Kathmandu 

Trishuli 
Dam,' i 

Khotang 
Okhaldhunga 
Solukdlumbu 

Ramechhap 

Dolakha 

Ravuwa 
Manang 

10 
8 

15 

7 

3 

7 
15 

Hetauda 
Bhairhawa 

Bhairhawa 

Bhairhawa 

Gajuri 
Taulhawa 

Palpa 

Syanja 

La jung 
Dhadingbesi 
Arghakha3chi 

Gulmi 

Parbat 

15 

3 
7 

7 
7 

Bhairhawa 

Bhairhawa 
Pokhara 

Damuli 

Baglung 
Nyagdi 
Mustang 

Lamjung 

15 
15 
20 

15 

Ghorahi 
Tulsipur 

Pyuthan 

Sallyan 

M-anang 

GorkhaRolpa 

Rukum 

15 
312 

8 
NepalnJ Surkhet 

Jajarkot 
Dailekh 

7 
7 

Dhangadi DIndeldhura Karnali Zone. 
Doti 25 

NA 
Achham 
Ba ura 
Bajhang 
Baitadi 

NA 
NA 
NA 
NA 
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Transportation of Seed
 

Transportation is a big bvttleneck in the process of seed distribution 

in Nepal. Transportation service8 account for a significant percentage 

of the total distribution cost. Transportation of seed from the 

producing point to the consuming centers involves several handlings 

and different moles of transportation. 

Transportation by rrad is the most important method. itead transportation 

is mostly by trucks, the great majority of which are owned by 

private carriers. 'PeTransport Corporation of Nepal (TCN) is the only 

public sector organization hiring out trucks. 

Inufficient road infrast:ucture Tmeans that other more expensive 

forms of transport have to he use,. Secondly transport is generally 

done by porters, animals and airwa7s. Sceds are moved in Nepal on 

foot by porters, pack animals and bullock carts. I"oot and cart 

transport are the most important methois of prtting seed to the 

farmers. Few hill Jistricts are totally dcpendent on foot transport 

for seed distribution. Joot transpor is still of major importance
 

for many other districts when it comas to gtting seed to the 

farfers. 

Cost Relationship Between Diffcrent Moces of Transportation 

It is difficult to compare the cost relationship between the various 

modes of transportatin because the molrs %nd rates of transportation vary 

according to the topography of a particuilar area and the season of the 

year. Porters and mules serve the mountain ani hills. Aircrafts are 

usually used to fly seeds into a remcte air-strip from where it is
 

distributed to different points by pcrters. Because of the much 

longer tim taken by porters to delivBr seeds, aircrafts are 

used for emergencies.
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Transportation charges paid by AIC in different routes for different
means of transportation 
are shown in Table 5. The tIansportation
charge is fixed according to the distance in miles and as same for 
seed and fertilizer.
 

M 


Ilam 


Biratnagar 


Itahari 


Biratnagar 


Biratnagar 

Biratnagar 


Biratnagar 


Dharan 


Dharan 


Dharan 


Dharan 


Dharan 

Dharan 
Rajbiraj 


Table 5
SEED TRANSPORTATION CHARGES PAID BYAIC ON DIFFERENT 

ROUTES RFORDIFFERENT 1EANS OF TRANSPORTATION 

SeedDistribution 
TRs/m.t Transport Charge No of days

required 

Panchthar 

Enaran 

Dharan 

Itahari 

Bhadrapur 

Rajbiraj 

Janakpur 

Taplejung, 

Terathum 

Chainpur. 

Khandbari 

Dhankuta 

178.00 

55.10 

37.50 

37.5o 

68.00 

79.80 

214.OO 

5193.00 

2150.00 

3150.00 

3100.00 

325.50 

15 

3 

3 

3 

3 

3 

3 

25 

20 

10 
21 

15 
Bhojpur 
Diktol 

2810.00 
2320.00 

25 
10 
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Table 6 

TRANSPORTATION CHARGES ARE FIXED ACCORDING TO THE 

DISTANCE IN KILOTIETERS KITH ADDED PERCENTAGE FOR 

SHORT ISTANCE 

Route Distance Rate per Additional Rate per
 

Km Km (Rs.) percentage m.t. 

Bhairhawa to Tansen 61 0.972 75 103.76
 

Bhairhawa to Aryabhanjyang 98 0.972 40 133.36
 

Bhairhawa to Garlyang 98 0.972 35 128.60
 

Bhairhawa to Waling 116 0.972 30 146.58
 

Bhairhawa to Syang ta 142 0.972 25 172.52
 

Bhairhawa to Naudanla 151 0.972 25 183.46
 

Bhairhawa to D-amauli 224 0.972 10 239.50
 

Bhairhawa to Pokhara 176 0.972 25 213.84
 

Bhairhawa to Mjuwakhaireni 259 0.972 10 276.92
 

Bhairahawa to Kathmandu 376 0.972 - 365.47
 

Blairhawa to Taulih-awa 49 0.972 20 57.15
 

Bhairhawa tc Taulihawa 50 0.572 125 109.35
 

Bhairhawa to Krishnanagar 108 0.972 - 104.98
 

Siu
.1% 
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Recommendation VI 

Foundation seeis are produced in government farms mostly in the terai 
REGIONr. 
 those seeds have to be transported to certified seed multiplication
 
areas which are found mostly in the terai and some in the hill remote
 
sites. Foundition seeds 
 should be transported not only in time but
 
also at a re.asonable price. We are not in favour of 
 subsidies in 
general but until the supply anl demand factors influence the seed
 
market in the Hills transport subsidies for foundation seeds should
 
be continued.
 

Recommendation VII 

Air transportation of seed is done only in a emergency cases. 
 But air
 
transportation may turn out to be less expensive than porters for longer

distances. Besides, in certain remote areas such as Humla, Mugu, and
 
Dolpi air transportation 
 is probably the best mode of transport and 
should be used. 
However for shorter distance for which porters are
 
easily available porturing may be less expensive than air-lifting.
 

Air transport of seeds in the remote hills where air strips exist is
 
so far limiteI due to the shortage of air crafts with RNAC. Plans should
 
be prepared to utilize some of its aircrafts for chartering cargo goods

consisting mainly of seeds to the mountain and hill districts. 

Recommendation VII
 

Quality loss during transportation ",s generally believed to be low but

it has been reported to be quite high on some occasions. 'This loss could
be reduced by improving the bag quality and bag size according to the 
need of porters as well as consumer farmers. 
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Table 10 

A COMPARISON BETWEEN THE AIR TRANSPORTATION COST 

AND 'DE COST OF PORTERING IN 1978-1979 

Aeroplane Capacity Cost of 
transportation 

Twin Otters 1.5 m.t. Rs. lO/m.t./km 

Pilatus Porters 0.5 m.t. Rs. 16/m.t./Km 

Porter 0.05 m.t. Rs. 15.63/m.t./Km 

Source: 	Department of Civil Aviation.
 

Note: 	 The cost of per hrur operation of Twin O :ers (DHC-6)=Rs.3250. 

The cost of per hour operation of Pilatus Porter (PC-6)=Rs.1820. 

Thus the Civil Aviation Department comparison shows that it is
 

cheaper to use Twin Otters but costlier to use Pilatus Porter
 

when compared with human portars. 
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PLANNING FOR SEED BUSINESS 

IN NEPAL 

Shyam 1C. Upadhyaya 
Agriculture Officer
 
AIC 

Seed business in Nepal is still at an embryonic stage. Until nowthe-e is a very little participation of private sector enterprises
in this business. 
In public sector too, Agriculture Inputs
Corporation (AIC) is the only agency engaged in production,
procurement and distribution of improved 'seedsBesides in the countrj.seeds AIC deals also with- other agricultural inputs
like fertilizer, 
agricultural chemicals and tools. ro be moreexplicit, seed constitutes 
a very small part of tobal business
volume of AIC. To add further the role of AIC is limited onlyto the handling of seeds of three major cereals crops (padcdy,maize and wheat) and few vegetable crops. A review of statisticsof seed sales through an institiitional source for the last16 years shows that the average annual sale of pady, maize and
wheat seeds are 247, 82 and 133h m.t. respectively. 
AIC sold about
;218 m.t. of wheat seed during the fiscal year 1981-82 which
would cover only 5.54 percent of the total area of 399890hetares under wheat cultivation. Similarly, the amounts of
paddy and maize seeds sold during 1981-82 are about 243 mtand 134 m.t. which would cover only about 0.37 percent and
1. percent of total area under paddy and maize respectively.The amount of vegetable seeds sold by AIC during that year was8.5 m.t. Though various agricultural projects working
country inside the
and some government farms are playing a supplementary rolein the dissemination of improved seeds the total
acreage covered by improved seeds in Nepal is still unsatisfactory.

I would, thus, be clear that there is a bright scope for an
emerging seed industry in Nepal even without thinking of export
 
market.
 



0-66
 

Visualizing such an enormous prospect of a seed industry one might 

be curious to know why the private investors are not interested 

in this business yet and why the existing public corporation is not 

able to produce and distribute targeted amount of improved seeds.
 

Private Sector
 

The reality of inadequate supply and the consumption potentiality 

of improved seeds has been explained. An analysis cf the seeds offered 

for sale by AIC, the amount actually sold and the amount left unsold 

indicates that inadequate supply, is limited with lack of demand 

for improved seeds (Table 2). Out of about 3345 m.t. of wheat 

and 300 m.t. of maize seeds offered for sale during 1981-82 only 

about 2218 m.t. of wheat and 135 m.t. of maize seeds were sold. 

The amounts of wheat and maize seeds which were left unsold at the 

end of their sales seasons are about 320 m.t. and 78 m.t. respectively. 

According to statistics collected from 30 out of 63 AIC offices a 

total of about 457 m.t. of wheat seeds, 14.2 m.t. of paddy 1.30 m.t. 

of maize and 3.5 m.t. of vegetable seeds were damped by those offices 

during FY 1982-83. 

This clearly indicates that although the amount of improved seeds 

suppl.ed by AIC was far short of the targeted amoint, it still was 

adequate to meet the existing demand of the Nepalese farmers. A 

common reason attributed to this state of poor dsmand is the poor 

quality of seeds produced by AIC. This might bo partly true, but 

this could not be the sole reason. The experiaice of this year 

on the demand of wheat seed could be cited as a testimony for the 

above statement. While there was only a moderate demand for 

wheat seeds prior to the reduction in seed price the demand showed 

a dramatic rise immediately after the price was reduced. The farmers 

were clamousing to buy even the ordinary quality wheat seeds 

collected from flour mills and grain market. Moreover, the demand was 

greatest (30 percent) in the eastern region where higher discount was 

given on seed price. This proves that our farmers are more conscious 

of seed price rather than of seed quality.
 

http:suppl.ed
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A strategy for the development of a viable seed industry in Nepal
 
could be as below: 

1. 
 A strong seed division in AIC with competent technical manpower

and authority is of vital importance. This seed division would 
monitor all the seed program in the country. The seed division

of AIC should be strengthened for this reason. It should have
specialized units for production, processing, storage, quality

control, planning and coordination. 
The seed division should
 
plan seed program and shoulo have the authority to recommend 
facilities needed to run such program. 
The national target

set by National Planning Commission and the RIinistry should
 
be the basic guideline while formulating seed program.

Separate budget should be allocated for running the seed
 
program. The A1C should also coordinate the seed production

activities of other agencies like different agricultural
 
project, private enterprises, governmet farms etc. 

2. 
 Private sectors should be encouraged to participate in seed
 
business. The role of seed division should be complementary
rather than competitive to the private enterprises. 
At the 
present stage, the handling of bulky seeds like pqddy, wheat
and maize (composite varieties) may not be 
attractive for
 
a private entrepreneur. Private entrepreneur's participation 
may be expected in case of vegetable seed production and to someextent, production of hybrid maize seed. 
However, the activities
 
of private enterprizes should be guided by AIC. 

3. 
 Seed certification and overall quality check both in private and
public sectors, should be done byr an independent certifying agency.
But the organization which produces and distributes seeds should

itself be responsible for the maintenanc:e of its seed quality.
The Agriculture Botany Section should have adequate manpower so
as to make timely inspection of the seed production plots. 

1) 
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4. 	Seed production program should be concentrated in areas where 
there are already established processing and storage facilities 

and in new areas whore they are needed most. 

5. 	 Regulir servicing of processing plants should be made and the 

spare parts should be available in time. 

The corn cob drier at Hetauda seed processing plant should be 

repaired. All other seed plants except the Hetauda seed proces

sing 	plant have no precleaning facilities. Precleaners may be
 
added on those plants. Premium should be paid to the seed 

growers on the basis of their unp- ocessed seed sample. Small 

scale solar drier system may be introduced for drying maize 

seeds. Provision of regular training should te made to the 
mechanics and plant operators working on seed plants. 

6. 	 Seed storage godowns should be constructed at the seed processing 
centers and at the major relay centers, larger godcwns are needed 
at Itahari, Hetauda, Janakpur, Bhairahawa and Nepalgun'. Godowns 

should also be consbructed at major seed distribution points 

like Dhangadi, Surkhet, aanR, Palpa, Syangja, Pokhara, Damauli, 
Dhankuta, Rajbiraj and Bhadrapur, it has been found tiat 
germination drop in maize s.ed is better checked if the maize 
seeds are stored in cool places li',-. Daman. Hence i is
 

necessary to explore such centers in every 
 region ard construct 
godowns there. iuigation sheets and other storage accessories 

should be ade available in time. Researches my have to be 
undertaken on developing more suitable bags for packing seeds. 
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7. There should be clear cut policies regarding price subsidies so
that private entrepreneurs should not suffer. Effective demand
 
collection procedures should be developed. iLC should forecast a 
resonable range of seed varieties that would be available for
 
sale at least six months ahead of the sowing soason. Roliable 
demand should be collected and reported to the concerned channels 
well ahuad in time. 

8. A reasonable buffer stock may have to be maintained in order to
 
meet possible shortage in emergency. 
Such buffer stocks should
 
be properly stored at the major seed relay centers.
 

9. It is clear that no organization will suced in its business
 
unless its employees work to their best. 
The test of good

management depends on how much it 
can exploit out of its
 
employees. In order to take most ouf of any employee he should

be assured that the organization ca:.es for him. 
It has often been 
seen that the technicians in AIC feel somewhat alienated in 
their own organization. 
A basic conflict of values is 
seen
 
between them and the management officials. 
 It is very essential
 
to eradicate this sort of feelings for successful managerent.
 

Seed component in AIC diffcrs from other components in that seed

business, actually, is a sort of industry and not simple trading.
The growth of an industry is always difficult than a trading
business. 
 But seed industry is a must for the development of
 
the country. 
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SEED PRODUCTION ACTIVITIES IN IHDP 

M.D. Bhatt and 
J.S. Gaudin
 

vii. Pricing and marketing procedures: 

The price for each crop is fixed in the District Agricultural 

Committee. Farmers representatives from as many of the 

producing regions as possible are invited to attend. 

The seed we produce is sold through the ADO to the farmers, 

very often through the intermediary of the Tukis, leader 

farmers trained by the project. 

Pricing both for selling seed and for distribution to farmers 

is made difficul-t because of the lack of direction we get from 

the center. Our policy is to keep our .prices as much as 

possible in line with those of the AIC. !-:e find that our 

bipgest problem is not so much the price difference. although 

prices have risen sharply over the last two years. 'he main 

problem is that the price is never known early enoigh. It is 

very difficult to get a realistic demand from farmers if they 

do not know how much they will have to pay. Ther should be 

a long term pricing policy which would give confilence to 

administrators of seed and extension programs an vell as 

farmers. Yearly prices for the particular crops should be 

fixed at least 2 months ahead of the earliest soving date. 

Furthermore, there appears to be a move to establish zonal or 

even nationwide prices. This will only lead to anomolies in
 

the seed production of a cr'antry like Nepal, wh-ch is agriculturlly 

so widely diversified. This tendency could 5eriously affect seed 

production in the hills which has other reasns for its existance 

than pure econor-ics. 
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t4. E'cperience~s 

Our experience with seed production programs in the last 5 
years
 
has lead us to a number of conclusions:
 

a. It is not easy to dist-inguish a good seed growing area at
 
first sight. There must be a good area of Khet or 
Biri land
 
and farmers must be above the subsistance level. Persistance is
 
needed over several years to seed if farmers respond to a seed
 
production program. This persistance is also appreciated by the
 
farmers, whn gain confidence that their crop will be bought at
 
a fair price.
 

b. In potato seed production it is most important that the farmers
 
live near their fields, and that they do not have too many

animals. In most lkh. areas the potato fields are several 
hours walk away from the village and during the ofsummer most 
the household is away grazing their animals in the high pasture 
lands.
 

c. Farmers can bu vrj hard bargainers and will bliff upto the last 
minute in any negotiations. On the other hand most seed program

administrators have targets to achiuve and are 
tempted to
 
relex their conditions or raise their prices. 
The best anuwar 
we have found is careful preparation before any meeting. If
 
an official is sure 
of his facts and offers a fair deal it will
 
not often be refused. The only problem is that a ldt of time is
 
needed for such negotiations.
 

d. Once a farmer has crop seed for sale a major incentive of a program

can offer is payment in cash. 
 Apart from exceptional cases, food
 
grains can only be sold in the village in small quantities and
 
very 
often only on credit. The recognition of this fact can
 
contribute a lot to the smooth running of a seed program.
 

\7 
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future Plans 

In the future our seed production programs in Dolakha will be 
taken over by the AIC. A store cum treatment center has nearly 
been completed and a JT from the ADO's office has been qpointed 
as In-charge. The program will be run in conjunction with 
the ADO whose JTAs in the program area will do most of the crop 
inspection and harvest supervision. 

6. The role of IHDP will be first and foremost to ensure the smooth 
running of the established program by technical support to the 
ADO and trainings for farmers and field staff. Efforts will be made 
to develop the farmers in various areas into groups that could 
eventually supervise their own crop quality and marketing. 

Besides this, efforts will be made to develop seed multiplication
 
programs in minor crops such as millet and soyabean. 
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SEED PRICING, SUBSIDY AND RELATED ISSUES 

"B.N. Kayastha 
Chief, Seed Division 
AIC 

It is sometimes said that one of the reasons as to why a limited number
 
of farmers use AIC seeds is that the seed price is much higher than
 
the local grain price. This feeling may be true in some areas where 
an awareness about tho value of good seed and new varieties is behind
 
schedule because of weak extension service. A good quality seed 
certainly pays rich dividends and it is definitely going to be a little
 
more expensive than ordinary grain. However, 
 the price of the seed
 
has 
to be kert down so that farmers may afford to buy when they are 
convinced of the value of the high yielding seds. A price policy aimed 
to balance the economic interest of seed producers and farmers consumers 
has to reconcile two conflicting interests. A satisfactory price to the
seed producer would generally mean a higher cost to the seed consumer,

while a satisfactory price for the 
seed consumer may become a lower
 
rettun to the 
seed producer. 

Objectives of Seed Price Policy
 

1. to increase the consumption of seed,
 
2. 
 to allow sale agents a reasonable profit margin to enable and
 

encourage them to provide effective sales promotion and services 

3. to provide improved seed in adequate quantities. 
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The demand for the improved seed is ever increasing. To meet the 
demand an effective production system has to be developed. Seed 

growers are selected and are asked to use foundation seed and other
 

inputs to have quality seed produced. Obviously, their product
 
should cover their increased costs and leave some profit. Therefore
 
as recommended by the Central Seed Production Committee, AIC fixes the
 
base price in advance for the seed growers. It is fixed at least a
 
month before the planting season. For example, in terai the base price
 
for wheat seed growers is fixed in second week of Aswin (September)
 

and also the same time for the winter maize seed growers. This ensures
 
a minimum price of their product. This has encouraged more farmers to
 

participate as contract seed growers and it has also encouraged the
 

seed growers to use recommended inputs and improved cultural
 

practices.
 

In order to reduce the field supervision cost and to ensure proper 

utilization of limited manpower AIC is trying to concentrate seed
 
production program in compact blocks or in a few selected pockets.
 

These pockets should be the potential good cultivated area of the 
region. The base price fixation system facilitates to develop pocket 
areas for seed production program and it also encourages all the 

farmers of the pocket area to participate in the seed production 

campaign. 

The seed produced by the seed growers should be collected in time for 
both quality control and timely availability. Adequate arrangement 

must be made to procure the seed in time. This will involve pricesoma 
incentive. If the base price fixed before planting is same or higher
 

than the local market prices at the time of seed procurement(collectin ) 
then the incentive provided by the base price will be enough. But
 
if the market price at the time of collection is higher than the base price
fixed, a new price has to be fixed, as collection price at the time
of seed collection, For example, in tarai this price for wheat is fixed 
in first week of Baishakh(April) if necessary. This helps in seed
 

collection.
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WhO fixes th. base price as well as the collection pr'ice ? These prices
are fixed by the committee of managers from 
t he AIC and ADB and two
representative farmers. The local ADO chairs the committee and fixesthe price. On top of this collection price, improved seed growers areentitled to receive 10 percent premium as the first installment andmay later get upto 20 pcrcent premium on the basis of quality seedproduced. For certified seed gruwers 
 the first installment 
of premiumis 15 percent. This could be higher upto 20 percent for foundationseed growers. 1he second 20 percent premium is calculated on thebasis of seed laboratory test results as shown in Table 1 and 2.
 

The third part of incentive is to arrange processing and storage faailities. Processing of seed has to be done immediately at the timethe farmers bring seed to 
when 

the processing plant. All seeds should beprocessed before rainy season. This may end up in running two orthree shifts per day. Here beside the processing cost and other logistics,
depreciation charges of the seed plant equipment and tlieir maintenancecost must be considered. 
2he storage facilities for the unprocessed

seed as well as for the processed seed have to be adequately

arranged. Dependence on hiring private godowns and buildings tomeet storage requirements leads to losses in seed quality. 
Majority
of the hired godowns are usually of poor and substandard quality.
The rents paid are also high for the poor storage space mainly
because 
 of urgent hiring usually during peak seasonal 
 demand for 
storage capacity.
 

Seed Pricing System of
AIC(Table 3) (shown in text) 

Production cost
 

1. Procurement cost: .his cost includes base price or collection
price and premium percentage given to the seed growers according

to their seed quality. This will also include loading and
 
unloading.
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2. 	 Processing cost: This cost will include labour, electricity 
agropesticides used to treat the seed and seed packaging
 

material. At present the depreeation cost and maintenance cost 
of the equipments are not included in the processing cost. 

3. 	 Storage cost: No storage cost or maintenance is added in
 

seed by AIC.
 

In this margin control pricing policy the prices vary from area 
to area reflecting differences in costs, primarily transportation. 
Margin control pricing policy has the following advantages. (1) It 
ensures fair prices of seed (2)Seed demand increases in areas wherg
 
returns are greatest (3) It avoids the problems in setting the 
best uniform price. Disadvantages include different piicos of a 
crop seed in a district according to the lot receive from othcr AIC 
offices. Checking is difficult because the sellers are allowed the 
change from place to place. The real danger is that margin set may 
either be too low and discourage sales. 1his procedure appears
 
superior to other alternatives if margin controls are set wisely with
 
sufficient emphasis on encouraging sales as well as a fair price
 
to the consumer. 16e margins for both wholesalers and retailers 
should be based on costs incurred. Retail margins should also be
 
based 	on costs incurred to the point of delivery at the retail 
godown. 

It is 	 racomnended that the AIC should also be the logical authority to 
police price margin regulations and quality control. AIC personnel 

should constantly spot check the retailers of the area. The suggested 
number is ten retailers per person. Samples of products being sold 
should be collected on spot check basis and analyzed to detect
 
adulteration. Weights measuresand would also be examined for accuracy. 
Demand and supply of seed should also be controlled by AIC field staff
 

on a spot checking basis. 
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Alternative Pricing Policies
 

Fixed uniform price: 

The policy of charginF a fixed price for seed, uniform throughout the
 
country, was tried with maize seed in 1982-83. The price was fixed 
to cover costs of production and distribution. The chief advantage
in fixing prices at uniform levels is encouraging seed use 
 equally

throughout the country. 
The price is known and easier to deal and
 
uniform. 
The chief disadvantage is that the use of seed is reduced
 
in the potential areas of terai.
 

No control price:
 

The private ccmpanics or institutions involved in seed activities are

given complete freedom to set their prices. 
This policy is superior

in bringing a
sut 
increases in sales and consumption. 1he advantages of
 
such a policy arc that the sellers arc able to charge prices 
that
 
provide attractive profits. 
The sellers will try to expand sales by

using sales promotion ani servicing technique.
 

Price subsidy:
 

A propram for public sector foodgrain distribution at subsidized prices

is implemented by Nepal rood Corporation. 
The volume distributed has
 
been increasing steadily. 
Distribution prices are heavily subsidized
 
with the largest subsidy being paid for the remote hills sector. 
The
subsidy rate on 
selling price ranges from 57 percent for 
Kathmandu to

96 per cent for the lower Hills and 142 percent for the mountain and 
remote hills. 
For the remote hills, therefore, i?C, selling price does
 
not even cover the cost of transporting the foodgrains. 
 It should be
assumed that thL remote 
districts have the lowest productivity and the
 
lowest capacity to purchase seeds. 
 The remoto areas need 
 to have much
 
higher subsidy element in the price.
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Seed use can be increased tremendously by subsidizing prices. The
 

most recent evidence of the effectiveness of a large subsidy was
 

observed in the case of wheat seed sale in the Eastern Development
 
Region in 1982-83.
 

Transportation from the district headquarter to the interior villages
 

is costly because of lack of good roads. Transport subsidy from
 
district headquarters to remote interiors may help in penetration of
 

the dealers inside the villages. 

Credit Facilities:
 

Farmers purchase improved seed through the cooperatives either on cash 
or on credit and the cooperatives get a 5 percent commission. Agri

culture Development Bank (ADB) and cooperative Sajha are the two.
institutions providing agricultural credit to the farmers. Funds 
are reported to be sufficient for loans to farmers for seed production.
 

But few farmers complain on complexity of the procedure. ADB should
 
be requested to provide storage loans or seed industry loan to the
 
seed grower-marketing groups of farmers and private seed entrepreieurs.
 

A mini-metal bin program initiated by ADOs in some districts should
 
be considered for storage loan. The amounts they individually need
 
are of course small but this does not make their need less urgent.
 

Now the question is "can seed be sold at a price'level that will ensure 
suitable incentives ? One of the ways to reduce rl-. cost of production 
is to increase the efficiencies in procurement and processing. Trans
portation cost could be minimized by developing regional self-sufficiency. 
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Field inspection cost and collection cost can be reduced to anby concentrating extentthe seed production area in a pocket
procurement or two. Timelyof equipment and spare parts, bags, agro-pesticides,and maintainance of the efficiency of processing plants will reduce
the cost. Building seed warehouses at strategic points will certainlyreduce the cost of the seed and preserve the quality. Seeds have gotto be transported and stored until the planting season leading to heavy
storage cost. "y rough calculation, AIC rented godown cost accountsmore forthan 2 percent of the selling price. This cost could be reducedby building warehouses at strategic points. 
Construction of storage
facilities for dealers must also be consiE 'Ed. 

Initially however transportation costs and other factors should not
limit seed use. Subsidy on transport for more remote areasconsidered. should beGovernment must insure the availability ofof a large quantityseeds along with effective extension services. 
 Finally I will
stress that pricing should be related to the local situation.
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QUALITY ASSRANCE PROGRAM WITHIN A 
SEED ENTERPRISE 

C.M. Manandhar, 
Senior Agriculture
Officer,AIC
 

Internal Quality Control 

And maintaining good seed quality through all these steps requires 

knowledgeable and dedicated persons. 
Thus, leaving the concern for
 

seed quality to one person or one organization only becomes a serious
 

mistake. It must pervade every aspect of seed program. Especially the seed 
enterprises (in this context AIC) that emphasize seed quality in their 
activities should not be without their own quality control system. Since 
the success or the failure of a seed enterprise is dependent so much
 

on the quality of seed it supplies and since the intricate nature of
 
seed business which takes years to build reputation but takes only
 
one season of bad seed supply to lose the reputaticn, the need for
 

a quality control program within the seed enterprise cannot but be
 

exaggerated. Self-control by a seed enterprise is the first line of
 

defence against bad seed supply and the first lin,. of defence can work 

only by a regular quality control program of its own. 

And, obviously, a quality control program is meaningless unless it is 

backed by reliable seed testing and analysis. 

At this point I feel it is worthwhile to try to draw a line of demar

cation between what is called the official or formal quality ccatrol
 

program and the quality assurance program (quality control within the 
seed enterprise) lest we might misunderstand it as one and same thing. 
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The official or the formal quality control program which is usually

implemented by official seed certification, seed testing and seed law

enforcerwnt is existent in most every seed program of the world in
 
some form or the 6ther. 
The kind of quality control program that I am
poing to outline in this paper is, however, different; it is about
 
the internal control within 
AIC. 

Some Measures for Consideration
 

1 . AIC field staff and Agriculture dotany &ction field staff should
be well-acquiantod about a crop variety to be multiplied. This
uill facilitate seed field inspections and certification. This is 
very -mportant because a variety bred is a plant breeder's 
baby and he 
or she best knows how he or she bred it.
 

2. In major seed production/processing centres o' AIC in terai, the
existing technical manpower is not adequate for the kind and amount
of work to be handled. Nor are the physical facilities adequate
for the same. In a situation like this expectind results from the 
AIC technicians for the quality of seed they produce, receive,
 
process, package an- distribute is almost impossible.
 

3,~ 
 The official certification tag is good only for one season and
 
when seed is stored rnder proper storage conditions. The term
"proper storage conditions" is vague and irrelevant unless those 
conditions are actually created. In the normal course,unless 
the seed stored is infested with insects prior to the validity

priod of the quality tag, most AIC technicians have tendency 
to go ahead an(' distribute the seed to the fatrmers taking the
quality for granted. But insect infestation is not the only 
cause of seed quality deterioration and a lot of other factors are
also responsible. However, if AIE technicians are fully made 
responsible for the quality of seed they supply with their own

quality assurance program, in conjunction with the official quality

control tag,somo of the present seed quality problems can be
 
checked to the large extent.
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4. For any seed enterprise, proper seed lot identification 

so as to be able to retrnce the history of the seed lot is 
very essential. The managers of a seed enterprises should 
have a sound basis as to which seed lots to be distributod 
first and which seed lots to be carried over. AIC should 
establish proper procedures in this regard. 

5. 
Varietal mixture is something which cannot be detected,
 
reliably by the laboratory testing of seed(except for few
 
crops, and that too with spohisticated tasting equipment).
 

6. As regards receiving of field inspected seed at seed processing 
plants, some reliable means to test the germination of seed should
 
be introduced prior to receiving of the seed. 'his can be done 
by quick viability test, such as tetrazolium test which AIC
 
staff should be able to perform.
 

7. In order to avoid delay in paying of premium to the seed growers, 
they should be paid premium based upon the quality of raw seed 
they have delivered and not upon the quality of their processed
 
seed. 
Because in the later case the premium the seed grower gets
 
is based largely on the efficiency of seed processing. 

8. Seed smaplos for testing for fixation and paying of premium 
need not necessarily be sent to the official seed testing 
laboratory. Instead AIC's internal quality control program 
should be made responsible for it. The quality tag of the 
official seed testing laboratory is going to be there any way, 
once the seed is processed and ready for distribution. 

9. Another area whore AIC's internal quality control activities 
should be strengthened is in the seed processing plants. Seed 
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processing is not Just running of seed through some pieces of seedprocessing machines. Seed processing can upgrade or degrade thequality of the same lot of seed depending upon its qfficiency.
Besides giving due care 
to cleanliness and sanitation of seed
processing machines so as to avoid. mechanical admixtures, a
seed processor has got to be care.)'uL not to inflict mschanical
and heat .anage during seed processing, handling and drying.These are all part of an 
internal quality control program within
 
a seed enterprise.
 

10. 
 The last but not the least area where the quality assurance
 
program of AIC should concentrate is on Sajha co-operative warehouses.SaJha co-operatives are the grass root level disuributors of
AIC seed. The seed remains quite for some time in their warehouses
before it finally reaches the 
farmer. 
But the Sajha co-operatives

often do not have adequate warehouse spaces to store seed as it
shoild be stored. As a rosult seed, fertilizer, insecticide fingicido, are all stored in the same place. 
Moreover, Sajha

cooperatives lo not have necessary technical 
an power to
handle seed safely. 
Thus a part of AIC's concern for quality
assurance program should be improvement of Sajha seed stores. 
 The
Sajha minagors/or storekeepers should be well educated by way
of special trainings on seed handling, seed storage management
 

and seed marketing. 

11. Let me once again stress the need of reputation for a seed
enterprise as a supplier of quality seed if it is to remain in
seed business. For good reputation, AIC should deal only with the
supply of certified seed whose genetic, physical and physiologicalquality is assured and should avoid handling of uncertified seeds.Even at the time of acute shortages, AIC should not come into
picture for the distribution and supply of grain seed (grain seed
collected from grain farmers and warehouses). 
In a situation
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like this, some other non-seed organization such as Nopal Food 
Corporation, Salt Trading Corporations etc. might be asked to
 
distribute 
grain seed with truthfulness in labollinp. The dealing 
of the so-called Improved seed (Yellow tag) by AIC may be 
necessary for a while but the quality of the improved seed should
 
be assured if not officially certified. 

Finally the present AIC seed set up (both manpower wiso as well as 
physical facility wise) is not adequate for the kind of job it is 
to do. Thus, timely thought might be given to whether the present 
AIC seed set up itself is to be strengthened or a subsidiary
 
organization for seed under AIC m:mnigement is to be created or an
 
all together new organization is to be sot up exclusively for seed.
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INCREASING THE OF HYVUSE SEEDS IN NEPAL 
IMPLICATIONS FOR MIRKETING AND PRICING POLICIES 

Mnohar Sharma, and 
Shiva Lharma 
Eaonomists, APROSC 

11rketing Policy 

AIC is the only institutional source involved in the marketing of
 
HYV seeds in Nepal. It procures 
 seeds from the appointed contract
 
seed growers, from the government farms and, if necessary, from
 
abroad, 
Over time, the dependence of AIC for HYV seed procurement
 
from the contract growers has increased. 
AIC supplies HYV foundation
 
seeds and other necossr.ry complementary inputs to the contract
 
growers. The output (seed) is procured by AIC at pre-negotiated 
price. 
 After the test of the quality of seed, the growers are paid
 
premium prices depending on quality. 
It is reported that the prices
 
received by.seed growers are higher than the prices of ordinary 
grains. The cost of cultivation of seed, on the other hand is said to
 
be higher by 10 to 20 percent. 
The inputs needed in seed production
 
is supplied by AIC 
on credit, deductable at the time of seed
 
procurement by hIC. If AIC requires HYV seeds in large amounts at bn 
increasing rate over time, more and more contract farmers will have 
to be contracted for seed production. This, obviously, requires
 
that production of seed crop be remunerative compared the productionto 

of ordinary grains. 
 This can, however, be done either by increasing
 
the prices of seeds 
 to be procured or by the supply of complementary
 

inputs at lower prices or with 
a mix of both. On the other hand, 
farmers owning large holdings will have to be contracted as technical 
Inow-how and irrigated land, generally, belongs theseto farmers. 
Also that such farmers can set aside land for seed production
 
previously used to produce surplus grains for sale. Even if 
remunerative, small land holders may not be able to spare land for 

http:necossr.ry
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the purpose as they would first ensure the supply of foodgrains 

for consumption.
 

AIC procosses the seeds procured from the contract growers in five
 

plants located in teri. The seed then is supplied to the farmers 

throuh AIC field offices. Hills and mountains got seed supplied 

from terai. However, the Seed Production and Input Storage Project
 

envisages to establish seed processing plants also in 25 hill
 

districts. If this is accomplished, hill areas will be able to
 

got seeds that have been produced within the hills. This will
 

reduce both the magnitude of transportation subsidy and will
 

make the tosk of seed distribution more smooth. Production in the
 

hills itself is also expected to increase the environmental adaptib

ility of seeds and reduce susceptibility to loci. 'iseases.
 

Optimally, HYV seeds should be produced in all leading production
 

pockets in hills and mountains and in terai so as to make 

distribution of HYV seeds smooth. Such a production scheme 

will also enhance substitution of HYV seeds for local variety 

seeds that moves from farmers to farmers. AIC can appoint 

contract growers, provide technical back-stopping, and procure 

enough seed for its own distribution program and at the same time 

encourage farm-to-farm distribution too.
 

Marketing of seeds through non-institutional sources is
 

traditional and customary. Generally farmers save seed fromt heir 

own produced grains. Other sources of seed supply are through 

borrowing or through exchange. Those, essentially, are limited to 

a narrow periphery of the area where the seed As produced. In the 

terai, HYV seeds spill over from across the Indian border too. 

Local traders and merchants bring HYV seeds from India and sell in 

local weekly and bi-weekly markets. Such practices are widespread 

specially in the case of wheat and maize. 
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Easy availability of HYV seeds is a fundamental requirement for
increasing adoption. Existinr marketing channels of AIC do not seem 
to be adequate as distribution or sales are limited to easily

accessible areas tc the district headquarter. The peripherial
 
area undr each sales depot is necessarily narrow specially in the
 
hills. 
 Rcyond the periphery, transaction ofcost in turms 
transportation can bu prohibitively 1
 igh. This limits the use 
of
 
HYV seeds to only a limited area. 
 For the widespread use of HYV

seeds, delivery mechanism shoiuld be rationalized and delivery 
centres increased in number. 
For this, again, transaction of
 
HYV seeds from farmers to farmers needs to be encouraged. 

Pricing Policy 

In Nepalbse agriculture use of purchased inputs is insignificant.

CBS (1978) reports that the proportion of purchased inputs 
in total 
inputs used is 5 percent in case of paddy, 2 percent in case of

maize and 12 percent in case of wheat. 
This reveals the underdeveloped
 
nature of inputs-market in Nepal. 
In fact, in subsistence and
traditional igriculture all inputs including seed is provided from within
 
the household. The same study reports that value of seeds

constitutes 
a very low proportion of the total value of inputs
used in production of pa1dy (l.h percent), maize (h. percent) and
wheat (12.2 percent). 
 The value of seed is the inputed value as
 
farmers, largely, use own produced seeds.
 

Prices of seeds supplied throuph non-institutional sources aredetermined by market forces. It has been found that seed obtained oncredit are charged interest rates as high as 100 percent. Borrowers payin grains after the harvest when the prices are low. However, borrowing

is made when the prices of ordinary grains are 
also high. '1)is

reduces the effective rate of interest giving an indication that
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prices of ordinary grains. 
 There is,however, no information
 
available which indicates the actual prices of locally traded seeds.
 

Transaction of HYV soeels supplied through institutional sources is
 
in money terms. Farmers are required to pay in cash for the seeds. 
AIC fixes prices of HYV seed on a mark-up basis, which includes all 
expenses incurred till the seed reaches the farmers. 
Government
 
subsidizes the transportation cost and often directs to fix prices
 
substantially below the mark-up prices reached by AIC. In such
 
cases AIC supplies seed at less than mark-up prices and recovers
 
the loss from the government.
 

There is a widesprea- belief that lower prices of modern inputs
 
including HYV seed encourage the adoption of such inputs. However,
 
Nepal's experience in sales of HYV seed is not such jncouraging.
 
Inspite of substantial subsidization, distribution of HYV seed
 
from AIC has rcmained almost stagnant since the last decade. In 
absolute terms, wheat area seems to respond favourably but this is
 
probably because wheat is a new crop in Nepal. Every addition in
 
area under wheat is found adopting HYV seed. Fcr padtdy and maize, rate 
of Increase of area under HYV seed is negligible. "xisting data 
on area under HYV seeds, however, do not fully reflect the proper use 
of improved seeds. One rough estimate made by ADB/!lanila indicates
 
that even the widely used figures for area under HYV seed is 
doubtful. Relating the annual off-take of HYV seed to the area 
under HYV, the estimate is that farmers replace paddy seeds every
50 yars, maize seed every 10 yearp and wheat seeds everY 17 years. 
If the estimate is approximated as true, the extent of use of HYV 
seed is at doubt. This in turn raises question whether prices play 
significant role in decision process of the farmers to adopt HYV seeds. 
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It is argued here that level of prices may not be of much importance
in the special circumstances, that prevail in Nepal. Nepal's rural 
economy is only rartially monotized and level of mcnetization is 
yet low. Avernrge farme!rs uarn very little cash income which is 
spent on procurin7 necessities. 
Hence, little is left for
 
obtaininR inputs involving cash transaction. Probably because of
 
this, avorar-e farmers buy loss of HYV seeds and rely on seeds 
saved personally or procured locally (without involving money). 

If prices of secd matter at all, it my not be thu apparent prices

set by AIC, but may be the actual prices the farmers have to pay to
 
obtain the seed. 
In the actual prices, premium for risk is very

important. Instances of failure of HYV seeds in augmenting yield 
are rampant. 
If yiell reduces substantially after the use of
 
HYV seeds  be it in the farmers' own field or in his neighbours
 
or if he happens to 
learn of it somehow, the farmar will avoid the 
use of it, as its use may put his survival at stake. 
 As farmers in

general and subsistence farmers in particular area necessarily most
 
averse to risk, it will be increasingly painful to the farmers to
 
substitute HYV seeds for own produced seeds which are long tested and
 
which are well adapted to local conditions.
 

But then, should there be no pricing policy for HYV seeds ? Of course
there should be one. If AIC fixes prices belw the prices of locally
produced and available seeds or that o f ordinary grains, HYV seeds 
may be put into alternative uses. If AIC fixes prices at a higher
level, few will purchase them and thu phenomenon of using lQcal seeds
will continue. It is argued that ATO should fix money ofprices
seed not only considering the prices of ordinary grains but also
should attempt to develop a mechanism in which non-monetary pricing is
possible. Seeds can be exchanged for ordinary grains; ordinary grains
then can be sold locally or to Nepal Food Corp 
ation, for example.

This will encourage the farmers who are, with thu exception of a few, 

4 
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essentially non-cash income earners, to adopt HYV seeds. This can 

be achieved by AIC itself 2.nd/or through Sajha. The present practice 

of appointing contract rrowers may be multiplied so that every 

Panchayat will eventually contain contract growers who will act as 

local supplier of seccs under flexible terms and conditions. However, 

technical considcrations thatthird or fifth generation of HYV seed 

is no longe. of THYV, and that HYV seeds arc effective only when used 

with complemntary inputs and so on, will have to be brought to the 

Changes in farmrs attitude and parceptions
knowled-ge of farmers. 


in favour of HYV seed, are of course prerequisites for increased 

use of improved variety of seeds in general.
 


