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The Trade and Environment Dimensions of 
Food and Food Processing Industries in Nepal 

 
 
I. Environmental Considerations in Trade in Food and Food Processing 

Industries in Nepal 
 

Nepal has an agrarian-based economy in which over 80% of the workforce is dependent 
on subsistence agriculture. The share of GDP in the agricultural and non-agricultural 
sector in fiscal year (FY) 2004/05 was 39% and 61% respectively. In the past ten years, 
Nepal has witnessed a 2% decline in the share of agriculture sector in GDP from 40.48% 
in 1995/96 to 38.34% in 2004/05. The share of the manufacturing sector in GDP has also 
decreased by 2% from 9.38% in 1995/96 to 7.83% in 2004/05. However, the share of the 
manufacturing sector in GDP is estimated to have increased by 2.8% in 2004/05 as 
compared to 1.2% in 2003/04. This modest increase is attributed to an increase in the 
production of food products, such as vegetable ghee and oil, milk products, as well as 
non-food items, such as textiles, leather and wood. 
 
The Nepalese economy grew by just over 2% in 2005 compared with 3.3% in 2004 and is 
expected to show similar growth rates in 2006 (ADB, 2006). The lower growth rate is 
related to various unfavourable internal and external events, and adverse weather 
conditions. Although productivity in the manufacturing sector has declined, this sector 
shows considerable potential to provide employment and to develop into an important 
sector of the economy. 
 
As post-harvest losses of various food commodities is significant, Nepal’s strategy to 
minimize these losses is of paramount importance. Thus, agro-processing should not be 
conceived in isolation, but as an integral part of the agrarian system through which 
employment and income are generated in rural areas in an environmentally sustainable 
manner. 

 
The food processing sectors that made noticeable increases in 2004/05 are noodles and 
alcoholic drinks. The production of biscuits and vegetable ghee declined marginally 
compared to the previous year. In 2004/05, a total of 3,850 cottage and small industries 
were registered with a total investment estimated at 2.65 billion Nepalese Rupees (Rs.). 
Table 1 gives the principal indicators of major food manufacturers. The food and 
beverages industries employed 32,338 people, with employment of 24,129 people in the 
food processing industry and 8,209 people in the beverages industry (Economic Survey 
2005, Ministry of Finance). 
 
Imports and Exports of Agricultural Products 

 
Table 2 shows the import and export scenario for agricultural products in Nepal. During 
the first eight months of 2004/05, exports of agricultural commodities, mainly comprised 
of food products, animals, tobacco and beverages, amounted to Rs. 4.33 billion as 
compared to exports of these items totaling Rs. 4.15 billion during the same period in 
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2003/04. Imports of the above categories reached Rs. 6.04 billion in 2004/05 compared 
with Rs. 6.55 billion in 2003/04.  

 
Emerging Challenges for Trade 

 
Nepal became a member of the World Trade Organisation (WTO) on 23 April 2004. The 
government is working to maintain the standard of Nepalese agricultural products by 
ensuring that adequate infrastructure for grading, standardization and quality certification 
is in place. Nepal is one of 50 least developed countries in the WTO, which were granted 
a transition period until 1 January 2007 to implement certain WTO Agreements, 
including the Agreements on Sanitary and Phytosanitary (SPS) Measures and Technical 
Barriers to Trade (TBT) (WTO, 2003).  

 
It will be important for Nepal to diversify its existing agricultural system by 
commercializing fruits, vegetables and animal products in order to  benefit from the 
emerging opportunities from membership in the WTO, the South Asian Free Trade 
Association (SAFTA) and the Bangladesh, India, Myanmar, Sri Lanka and Thailand 
Economic Cooperation (BIMSTEC). The BIMSTEC was established in 1997, with Nepal 
and Bhutan joining in 2004 to negotiate a free trade area. BIMSTEC is currently 
negotiating a free trade area with the EU. 

 
India is Nepal’s main trading partner. Given Nepal’s long and open border with India, it 
is difficult to track comprehensively all cross-border trade in agricultural products. As a 
result, significant imports of Indian agricultural products have tended to cross the border 
without any checks, based in part on the higher production costs in Nepal. This poses a 
serious challenge for Nepalese products to become competitive with Indian imports. It 
necessitates that Nepal develop the infrastructure, roads, electricity supply to rural areas, 
sufficient water systems for irrigation and the timely supply of quality seeds and 
fertilizers, as well as proper management and storage facilities for agricultural products. 

 
Despite limited investment in developing agro-processing industries in rural areas, the 
potential to create employment in agro-enterprises which can substantially reduce the 
wide prevalence of poverty – 31% in 2003/04 compared with 42% in 1995/96. Between 
1995 and 2004, the poverty index in rural areas declined by 8% (from 43% to 35%) and 
in urban areas by 12% (from 22% to 10%) (Economic Survey 2005, Ministry of Finance). 

 
Nepal’s Commerce Policy of 1992 still needs to take fully into account the country’s 
entry into the WTO and its blossoming regional trading systems, such as SAFTA, and the 
BIMSTEC-EC Free Trade Area.  

 
While quality control has become an important element of competitiveness in 
international trade, Nepal has yet to establish a comprehence food safety regime. The 
establishment of an agro-food export inspection and certification system is essential to 
enhance Nepal’s access to export market. In Nepal, few industries have attained ISO 
9000 certification, which limits its ability to gain access to developed country markets, 
such as the United States (US), Japan and the European Union (EU). Therefore, adequate 
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infrastructure and mechanisms to assess quality and a certification system for exported 
products are challenging but essential components for Nepal to increase exports.  

 
Currently, Nepal is taking the following steps to strengthen capacity to deliver quality 
food products: 

 
1. Updating food laws and regulations in accordance with SPS requirements, 

with a focus on proactive and preventative food quality and safety 
assurance measures. 

2. Developing good agricultural practices (GAP) to use in commercial 
production areas. The GAP consists of general principles for safety in the 
handling and use of chemicals for crop protection. Farmers are encouraged 
only to use approved chemicals as recommended by the Nepalese Plant 
Protection Directorate. The introduction of GAP will help to reduce the 
maximum residual levels (MRLs) of pesticides in agricultural 
commodities. 

3. Implementing good management practices (GMP) and Hazard Analysis 
and Critical Control Point (HACCP) in selected industries to promote food 
safety. The national food control agency - the Department of Food 
Technology and Quality Control (DFTQC) - is voluntarily implementing 
these standards and identifying critical control points to minimise risks to 
human health. The DFTQC periodically monitors compliance and advises 
on how to improve the safety performance of industry. The best practice to 
enhance safety in the dairy and meat processing industry is to implement 
quality assurance programmes based on integrated GMP and HACCP in 
three phases:  

i. The first phase will emphasise sanitation, hygiene and promote 
hygienic practices;  

ii. The second phase will examine the processing process to identify 
critical control points and to establish preventative measures; and  

iii. The third phase will implement the full scheme of GMP and 
HACCP tools in SMEs. 

4. Improving the investment climate through developing human resource and 
institutional capacity. On the whole, the existing regulatory framework 
relies mostly on end-product testing and does not sufficiently monitor 
hazards and manage associated risks at various stages in the food chain. 
There is also a limited institutional capacity to cope with the emerging 
trend of risk management in the food production system. Unless there is 
significant investment in strengthening human resources and institutional 
capacity, it will be cumbersome to expand trade in this sector. 
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II. National Experiences in Improving Export Competitiveness and 
Environmental Sustainability in the Food and Food Processing 
Industries 

 
The most important food commodities from the standpoint of export are tea, honey and 
vegetable ghee. Vegetable ghee makes up nearly 10% of total exports, all of which is 
exclusively exported to India. While their share of exports is modest, tea and honey have 
been selected for analysis in this study to illustrate the impact of environment and health 
requirements on Nepalese exports, including some neighbouring countries. 

 
Tea 
 
Tea cultivation has a long history of more than 142 years in Nepal. The estimated annual 
production of cut, tear and curl (CTC) and orthodox black tea is 10.6 million kg and 1.2 
million kg respectively. The export markets for orthodox tea are Germany, Japan and the 
US, while India and Pakistan are the main markets for CTC tea. 

 
The National Tea Policy (2000) set the target to expand the area of tea cultivation to 
40,875 hectors by 2005. The annual tea production target has been fixed around 46.11 
million kg, of which 65% will be orthodox tea. The prospect for orthodox tea exports to 
the EU are promising provided adequate attention is given to adopting good practices to 
manage pesticide residues within permissible limits. The tea industry is expected to 
create additional employment opportunities for 79,310 people (Tea Policy 2000, Nepal). 

 
All the stakeholders involved in the tea business have realised the importance of quality 
development to remain competitive in export markets. Improving the quality of tea 
requires consolidated efforts to implement good practices in production, processing and 
handling. The absence of Codex Alimentarius standards for tea and other plantation 
products is another limiting factor to export trade.  

 
Table 3 compares the tea standards of India and Nepal. On the whole, the Nepalese 
standard for tea is stricter than the Indian standard in terms of extract by boiling tea and 
crude fibre. While the Indian standard includes pectinase enzyme, Nepal’s standard 
includes caffeine. The Indian standard also contains limits for lead, copper and arsenic. 

 
In order to fulfill the requirements of the US market, exporters have to obtain product 
acceptance from the Food and Drug Administration (FDA) and comply with quality 
specifications. The procedure for a product to be accepted by the FDA requires meeting 
the criterion for appointment and acceptance of a local agent, who is responsible for 
penalty, destruction of the consignment or any defects. After the introduction of the 
Bioterrorism Act (2002), the FDA requires prior notice of food imports. 

 
The use of a number of banned or severely restricted pesticides such as phorate and 
metacid, has had an impact on market access for Nepal’s exports. For example, Germany 
rejected a consignment of Nepalese orthodox tea on the grounds that it contained 
tetradifon at a level of 0.24 ppm, which is 24 times the permissible maximum residue 
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level in German. Germany also rejected a tea sample due to high trace residue levels of 
the pesticide ethion. The cost of pesticide residue analysis in the EU and the US is 
approximately US $200 per sample, which represents a significant cost for a Nepalese 
SMEs. 
There are several obstacles to Nepalese food exports. Food quarantines have become a 
major hurdle to trade between Nepal and India. Since 2000, India requires strict 
quarantine regulation formalities on agricultural products, which raises the costs and 
makes it more difficult for Nepal to remain competitive in agricultural exports. There are 
also instances of intentional misbranding of Nepalese tea as Indian Darjeeling tea. Lack 
of information on the specifications for packaging in export markets as well as non-
compliance with SPS and TBT requirements in exporting countries hinder food trade. 

 
Given that Nepal does not have in place minimum mandatory food standards in harmony 
with Codex Alimentarius, it is often the case that requirements for maximum residue 
levels (MRLs) for certain pesticides are more stringent in export markets. Some banned 
or severely restricted pesticides in the EU and the US are still in use in the agricultural 
sector in Nepal. Nepal does not have either MRLs for pesticides, nor a national residue 
monitoring programme, which creates a stumbling block for tea exports. Nepal’s exports 
of organic tea also face problems due to a lack of understanding of the procedures for 
organic certification. On the whole, there is lack of expertise in agro-food inspection and 
certification systems. Nepal had an SPS-related trade dispute concerning exports of 
orthodox tea to the EU due to non-compliance with pesticide residue levels.  

 
Honey 

 
Nepal produces 864 metric tons of honey, of which nearly 20% is exported to Norway 
(Nepal Beekeepers Association, 2003). As Norway is a member of the European 
Economic Area (EEA), it has harmonised its legislation in several areas with EU 
legislation, including regulations for the import of animals and animal products. 
According to EU criteria, Nepal has to submit an implementation plan for the control of 
residues in food products. 

 
To gain access to EU markets for animal products, exporting countries must have in place 
a residue control programme. According to EU Council Directive 96/23, countries that 
are unable to present such a programme and to comply with the strict requirements set 
out in this Directive will not be included on the list of approved third countries for trading 
animal products. Norway has banned imports of Nepalese honey on this ground. This is a 
glaring example of how a small developing country such as Nepal faced a serious 
constraint in its export market after the mandatory enforcement of residue control 
programmes in the EU. 

 
The development of apiculture in honey producing areas (Chitwan, Nawalparasi, Kaski 
and Dang districts) of Nepal has expanded considerably, which has the potential to 
ameliorate the economy of rural areas. The export scenario of Nepalese honey has 
changed dramatically after Norway joined the EEA. The requirement for Nepal to put in 
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place a national pesticide residue monitoring programme has emerged as a stumbling 
block to Nepal’s export of honey. 

 
EU Directive 96/23 establishes the frequency and level of sampling and the groups of 
substances to be controlled for each food commodity. EU Directive 97/747 provides 
further rules for certain animal products. In the case of honey, the following substances 
must be controlled: 

• (B1) Antibacterial substances, including sulphonamides and 
quinolones; 

• (B2) Carbamates and pyrethroids; 
• (B3a) Organochlorine compounds, including PCBs; 
• (B3b) Organophosphorous coumpounds; and  
• (B3c) Chemical elements. 

 
The frequency for control should be at least 10 samples per 300 tons of production (up to 
3,000 tons). As Nepal produced 864 tons in 2002, approximately 30 samples should be 
analysed annually. Thus, the monitoring of residue analysis should be carried out as 
shown below: 

• 50% = 15 samples (B1 + B2); 
• 40% = 12 samples (B3a + B3b + B3c); and 
• 10% = 3 samples (contaminants, such as mycotoxins). 

 
Vegetable Ghee 

 
Vegetable ghee is Nepal’s major export accounting for some 10 to 15% of total exports. 
Ghee is exclusively exported to India. In 2003/04, the total production of vegetable ghee 
was 216,312,000 tons, of which 86% was exported to India (Nepal Vegetable Ghee 
Producers Association, 2005).  

 
Trade in vegetable ghee depends on preferential access to the Indian market under the 
Indo-Nepal Treaty of Trade. While India imposes 30% tariffs on ghee on an MFN basis, 
there are no custom duties on imports of ghee from Nepal. The major factor contributing 
to the competitiveness of Nepalese vegetable ghee is the zero tariffs on imports of raw 
materials. By comparison, India places a 75% duty on these imports. 

 
The Nepalese ghee industries are operated using Indian processing technology and 
machinery. The standards for vegetable ghee in Nepal and India are similar. There is a 
need, however, to adopt mutually-agreed standards to certify exports, including 
inspection and testing, in order not to impede trade. Attempts are being made to resolve 
the current cumbersome practice of inspecting all the consignments and testing each lot 
and batch for quality conformity. This is essential given that products are detained at 
custom points with sub-tropical to tropical climatic conditions and a lack of appropriate 
storage facilities. 
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The Legal and Institutional Infrastructure in Nepal 
 

Given that food safety issues are multi-faceted and multi-disciplinary, it is only through 
integrated efforts by agriculture, industry and health authorities that quality issues can be 
resolved successfully. Environmental, health and sanitary standards required by 
developed countries can be perceived to be non-tariff barriers to trade by developing 
countries. These trade measures can take various forms, such as technical standards and 
regulations, sanitary and phytosanitary (SPS) measures, packaging regulations and 
labeling requirements.  

 
Monitoring food quality and safety has become more important both in the domestic and 
export market. Nepal has prioritised food safety and quality in order: 

• To prevent the adulteration of foodstuffs; 
• To safeguard the rights and well-being of the consumers by effective 

implementation of the Food Act, thus retaining the standard of 
quality for food products during production, processing, import and 
export; and  

• To provide laboratory services for food quality control, 
import/export trade and industrial output. 

 
Nepal faces a significant challenge concerning food adulteration and contamination 
emanating from primary production, processing, distribution, marketing and preparation. 
In addition, industrial chemicals are entering the food chain in the production and 
processing of food products.  

 
The main legal instruments regarding Nepal’s trade in food products are the Food Act 
2023 (1966) and the Food Rules 2027 (1970). The Food Rules contains provisions for 
food additives, contaminants, inspections, licensing and analysis of food. Standards have 
been developed for 108 food products. 

 
While the Food Act is in the process of amendment, the current version: 

• Bans the production, sale and distribution of substandard, 
contaminated or hazardous food items (Article 3); 

• Regulates the misbranding of sales by false statement (Article 4); 
• Provides for the detention of food products (Article 4a); 
• Provides for licensing of food establishments (Article 4b); 
• Provides for enforcement and penalties (Articles 5-12), including  

liabilities for firms and corporate bodies (Article 6); 
• Outlines the power to lay down standards and determine food quality 

(Article 7); 
• Provides for analysis of food in specified laboratories (Article 8); 
• Establishes the Food Standardisation Board (Article 9); 
• Establishes the Nepalese government as a plaintiff, with  authority to 

hear cases (Article 10); 
• Sets out the process for appeal (Article 12); 
• Provides for research and analysis laboratories (Article 13); and 
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• Sets out the functions of the Department of Food Technology and 
Quality Control (DFTQC) and the Food Standardization Board. 

 
Department of Food Technology and Quality Control 

 
The Department of Food Technology and Quality Control (DFTQC) is the agency 
responsible for administering the food control programme in Nepal. It has several 
divisions, such as for Quality Control and Standardisation, Inspection Services and 
Central Food Laboratory for carrying out inspection and investigation of food quality and 
safety in the food supply chain. 

 
The functions of DFTQC, as specified in Section 7.2 (Part II) of the Food Act, are as 
follows: 

• To analyse appeal samples; 
• To assist the Food Standardisation Board in generating scientific 

data to set standards for food products; and 
• To conduct food inspector training and issue licenses for food 

inspectors. 
 

There is provision for a public analyst to carry out analysis and investigation of foods, 
and deliver analytical reports to the food inspectorate. There is also provision for 
inspectors to make factory inspections and collect samples from all critical points to  
investigating whether control measures are in place.  

 
Food Standardisation Board 

 
The major function of the Food Standardisation Board is to make recommendations to the 
government on the development of, or amendment to standards, taking account of Codex 
practices, scientific justification and production practices. The Board is chaired by the 
Secretary of the Ministry of Agriculture and Cooperatives and consists of representatives 
from several ministries, industry and consumer associations. 

 
Central Food Laboratory 

 
The Central Food Laboratory (CFL) is authorised to investigate the quality and safety of 
food products in accordance with the Food Act and Regulations. The laboratory has the 
capability to analyse all major food commodities; has facilities for monitoring pesticide 
residues, heavy metals, mycotoxins; and undertakes microbiological analysis. Among 
other equipment, the CFL is equipped with Atomic Absorption Septophotometer, Flame 
Photometer, UV Septophotometer, Becquerel Monitor for gamma radiation, pH meter as 
well as a thin layer chromatography. 

 
Gaps in Food Quality and Safety 

 
Nepal frequently faces quality and safety related problems in the export of vegetable ghee 
to India, honey to Norway and orthodox tea to Germany. While the issue relating to 
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vegetable ghee is procedural, the other cases, such as honey and orthodox tea, are 
associated with non-compliance with pesticide residue level. 

 
The Food Act and Regulation 

 
Although the Food Act (1966) has been amended in 1973, 1975, 1991 and 1998, the 
inherent weak points still need to be addressed. For example, enforcement of the Food 
Act is vested in the Chief District Officer of each district based on reports of violations 
from DFTQC inspectors. The DFTQC has no authority to pursue legal action on its own 
and no control over the Chief District Officer’s activity to ensure prosecution of 
violations. Consequently, a vital tool in enhancing national food quality and safety and  
prosecuting violations is absent. 

 
The provisions of the Act also concentrate on what happens after violations take place 
and not on the prevention of food safety mismanagement. For instance, these laws and 
regulations are explicit as to what can be done after a violation has been demonstrated by 
sample analysis. However, they are devoid of any specific clause to require preventative 
practices and manufacturing/processing controls to assure quality production. 

 
Further, while the food rules specifically mention the duties and authority of the inspector 
to collect samples, the provisions to conduct inspections as a tool to enhance food quality 
and safety are weak. For example, the provisions for penalties need updating on the basis 
of the severity of the offence.  

 
Quality Control in Industry 

 
Significant work is required to gain acceptance for quality control by industry and to 
work towards harmonization of Nepalese standards with the Codex system. Investment in 
this area would reduce costs and improve the efficiency of the production system and 
facilitate market access for exports. Quality management systems in Nepal have are 
beginning to embrace the use of Good Manufacturing Practices (GMP) and the Hazard 
Analysis Critical Control Point (HACCP) system as tools to upgrade quality and 
guarantee safety. These concepts have been elaborated at the international level. 

 
Nepal is implementing an integrated GMP-HACCP system through phasing in a code of 
practice for SMEs in the food industry: 

a) The first phase is to introduce basic elements of hygiene, sanitation, 
and adoption of essential critical control points; 

b) The second phase is to initiate the adoption and monitoring of all 
critical control points; and 

c) The third phase is to operate the full scheme of GMP-HACCP. 
 

Considering the growing health consciousness of consumers, the ISO 22000 (2005) 
standard, which integrates HACCP with the ISO 9000 Quality Management System, is 
expected to become a key requirement for doing business in the food sector and to 
achieve export competitiveness. The HACCP system is a valuable tool to diagnose 



 12

pertinent hazards and their ramifications and a means of initiating preventative and pro-
active quality control measures in the food industry. However, it should not be conceived 
as a panacea for addressing all issues relating to food safety and quality control 
operations. 

 
A number of training activities should be conducted in Nepal to enhance capacity 
building for quality assurance services in the food processing sector. The integrated 
training package of GMP, HACCP and ISO 22000 should be implemented to expedite the 
process of quality development in food processing. There are only two industries 
(biscuits and cereal-legume blends) which are certified for ISO 9000. A leading dairy 
processing industry in the public sector is preparing to obtain HACCP certification. 

 
Inadequate Residue Control Measures in Nepal 

 
The control of pesticide and fertilizer residues in Nepal is insufficient to provide the 
required assurance that products of animal origin meet the standards for MRLs for 
veterinary drugs and other harmful residues in export markets. A prime example is honey 
exported to the European market. 

 
These deficiencies are due to lack of:   

• A residue control programme; 
• A competent authority to monitor residue levels throughout the 

production process, i.e., from the farm to the table; 
• Up-dated and comprehensive food safety laws and regulations; and 
• Laboratory facilities and analytical capacity to deal with agro-

chemicals. 
 

As noted above, in order to export animal products to the EU, there is a need to establish 
a residue monitoring and control plan according to EU Directive 96/23. This will enable 
Nepal to be placed on the EU’s approved list of third countries and facilitate market 
access for exports to the EU. This control plan should include: 

• Monitoring and control of residues as per equivalence with the EU 
Directive; 

• Designating a central body or department to carry out and coordinate 
the monitoring programme; 

• Setting up a system of registration for food industry operators, such as 
producers and companies; 

• Establishing a competent authority to carry out random controls at all 
stages of production and manufacturing; and  

• Designating a national laboratory to undertake residue monitoring and 
analysis. 

 
The independent accredited laboratory for residue control analysis should be charged 
with undertaking: 

o An accredited analysis of antibacterial substances, 
carbamates and pyrethroids, organochlorine, 
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organophosphorous compounds and other chemical elements, 
such as mycotoxins and heavy metals;  

o At least 30 control analyses for the annual production of 
honey (864 tons). 

 
Capacity building is required to assist in: 
 

o Reviewing food-related legislation to comply with the WTO 
SPS Agreement and EU legislation; 

o Establishing residue monitoring and control programmes; 
o Establishing an accredited laboratory for residue control 

analysis; 
o Ensuring that exports meet the standards in Nepal’s export 

markets, e.g. producing honey compatible with European 
standards; and 

o Establishing traceability from farmers to the manufacturers of 
the end-product. 

 
In order to establish Maximum Residue Limits for pesticides in agricultural commodities, 
there is a need to compile data to assess the pesticide exposure of various commodities in 
different geographical regions of the country. MRLs should be established based on the 
Codex principles and guidelines. The establishment of appropriate MRLs will require the 
involvement of multiple agencies, academia and industry, including the Department of 
Agriculture (DOA), Department of Livestock Services (DLS), Department of Health 
Services (DHS), Department of Food Technology and Quality Control (DFTQC), Royal 
Nepal Academy for Science and Technology (RONAST), and the Federation of Nepalese 
Chamber of Commerce and Industry (FNCCI).  
 
A High Level Pesticide Monitoring Committee needs to be established under the 
chairmanship of the Secretary of the Ministry of Agriculture and Cooperatives (MOAC), 
with the Director General of DFTQC as the secretary and including representatives from 
all stakeholders. The principles underlying the establishment of MRLs for veterinary drug 
residues will be similar to those for pesticides. 

 
The overall function of DFTQC will be to coordinate with the agencies involved in 
implementing GAP, GMP, GHP and quality assurance systems for ensuring safety and 
quality of Nepal’s agricultural exports. The exposure assessment for estimating the 
dietary intake of pesticides may have to take into account all pesticide intakes. 

 
In view of the export promotion strategy in Nepalese for agro-food products, it is 
imperative to establish an Agro-Food Inspection and Certification System (AFICS). This 
body would address the existing lacuna in the pesticide residue monitoring programme, 
and ensure safety and quality of honey and other products. The establishment of an 
AFICS would be expedited by an appropriate legal framework and adequate 
infrastructure for monitoring pesticide and antibiotics residues in food products, 
particularly honey. 
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The essential elements of an AFICS would be a legislative framework; organizational 
setup for administration and operational procedures; competent inspection services; and 
an official system of marking and certification. Nepal’s inspection systems will be 
strengthened if the government negotiates Mutual Recognition Agreements (MRAs) with 
its main trading partners. The establishment of a solid inspection and certification system 
will be a milestone in the promotion of Nepal’s trade in the agro-food industries. 
III. Main Conclusions and Recommendations 

 
Main Conclusions: 
 

• The current regulatory framework for food safety management in Nepal 
does not provide a comprehensive food safety regime or provide minimum 
mandatory food standards in harmonization with Codex Alimentarius. 

• The current regulatory framework does not include a preventative approach. 
It focuses on an end-product examination of certain foods and contaminants; 

• The Food Act does not include provision for quality assurance by food 
producers, processors and handlers; 

• The existing food standards are unable to cope with the emerging 
developments in line with Codex principles, guidelines and 
recommendations;  

• The food regulations do not address the need to provide consumer 
information, including on food hazards and risks; and 

• Without a comprehensive food safety regime, Nepal will likely continue to 
experience difficulties in exporting food commodities based on concerns 
about product quality and safety. 

 
Recommendations: 
 

Policies and Practices 
 

• To up-date and review food legislation in Nepal taking into consideration 
the SPS and environment–related aspects and preventative compliance to 
improve food safety management; 

• To build capacity in human capital, infrastructure and laboratories to take 
up the emerging challenges being presented in food trade; 

• To implement a risk-based approach to manage microbiological safety, 
food contaminants and emerging risks, such as BSE, bird flu, dioxins and 
PCBs; 

• To institutionalise a multidisciplinary approach to address the multi-
faceted nature of food safety assurance throughout the entire food chain;  

• To implement GAP, GMP, GHP and HACCP for producers, processors, 
and distributors to enhance food safety and minimise the risks of food 
hazards and contamination; 
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• To build the technical and financial capacity in SMEs to undertake 
pesticide residue analysis and obtain appropriate certification and labeling 
to ensure exports are not rejected at the border. 

 
Legislation 
 

• To review and update current food laws and regulations and improve food 
safety management; 

• To draft new legislation to address safety assurance measures in the food 
chain, with specific responsibilities for producers and consumers, and for 
regulatory authorities for monitoring and compliance policies; 

• To develop legislation that embodies the basic principles of safety 
assurance, such as fitness for human consumption, hygienic practices and 
sanitation in processing and storage; 

• To include measures to address food hygiene, additives, solvents, 
environmental pollutants and materials in contact with food contaminants, 
primary foods and the control mechanism; 

• To establish mandatory labeling requirements, such as quantitative 
declaration of ingredients and environmental aspects (“eco-labeling) of a 
product; 

• To establish a national Scientific Committee representing academia, 
scientists, technologists, toxicologists, veterinarians, medical professionals, 
chemists, biochemists and legal experts to develop standards on a sound 
scientific basis; 

• To implement food quality assurance measures by planting certified seeds of 
appropriate varieties using certified and authorized chemical inputs 
(fertilizers and pesticides) according to approved dosages (concentration, 
frequency and timing); 

• To equip laboratories with gas liquid chromatography (GLC), high 
performance liquid chromatography (HPLC), atomic absorption 
septophotometer (AAS) to undertake the analysis of pesticides, residues, 
mycotoxins and heavy metals in foods; 

• To develop the human resources for preventative quality management, risk-
based approaches to food inspection, analysis of contaminants and food 
additives; 

• To improve food inspectorates and upgrade their capability to undertake 
food analysis; 

• To strengthen the Codex Contact Point and National Codex Committees by 
involving all stakeholders (e.g. government regulatory agencies, industry, 
academia, independent experts) in raising national issues related to 
standards, guidelines and recommendations for Codex work. 

• To strengthen the SPS National Enquiry Point to provide information and 
services to export industries so as to enhance certainty and increase 
awareness; 

• To develop adequate infrastructures for inspection and laboratories, along 
with training facilities and equipment; 
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• To develop national capacity for acquiring Equivalency and Mutual 
Recognition Agreements with Nepal’s main trading partners to facilitate the 
flow of products with enhance reliability in trading practices; and 

• To build capacity in risk assessment to determine the appropriate level of 
protection with the assistance of a multi-disciplinary team comprised of 
experts in toxicology, epidemiology, microbiology, statistics, biology, 
nutrition, food safety and food science. 
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Table 1: Approved Capacity, Production & Capacity Utilization of Major Industries 

(FY 2004/05) 
 

SN Industrial 
Products Unit 

Approved 
Capacity of 
Industries 

in (A) 

Production 
(B) 

Capacity 
Utilizatio

n (%) 
(B/A × 
100) 

No. 
of 

Indu
strie
s + 

Total 
Emplo
yment 

Food Processing 
1 Flour MT 284,810 129,707 45.54 15 952 
2 Noodles MT 48,890 25,747 52.66 11 1,627 
3 Biscuits MT 15,590   6,054 38.82 6  926 
4 Sugar MT 231,669 97,758 42.20 10 5,914 
5 Tea MT 10,131 10,129 71.28 33 6,882 
6 Animal feed MT 60,807 22,496 37.00 NA 2,483 
7 Vegetable ghee & 

oil MT 202,250 108,281 53.54 16 5,345 

Beverages 
8 Soft Drinks KI 89,800 44,376 49.42 3 982 
9 Beer KI 45,000 29,078 64.64 5 715 
10 Liquor (Modern) KI 19,793 9,531 48.15 8 6,512 

 
Source: Industrial Statistics, 2005, HMG, Department of Industries, Nepal. 
 

Table 2: Import/Export of Agro-food Products (2004/05) 
 

Value in thousand Rupees 
(US$ 1 - Rs. 71) 

 

Commodity Overseas India  Total  
Export Import Export Import Export Import 

Vegetable    17,200 834,600 17,200 834,600

Pulses 104,500  660,200 583,100 764,700 583,100
Rice   8,800  412,700  421,500
Baby food & other 
milk products 

  43,400  354,400  397,800

Fruits     288,900  288,900
Live animals    33,200 242,100 33,200 242,100
Molasses sugar     67,700  67,700
Sugar   335,000  56,400  391,400
Coffee     49,000  49,000
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Tea 81,600   25,400 81,600 25,400
Wheat    400  1,200 400 1,200
Vegetable ghee    4,635,900  4,635,900 
Crude palm oil   2,085,500    2,085,500
Crude soybean oil   834,600    834,600
Betelnut   638,700    638,700
Small cardamom   361,600  361,600
Big cardamom 205,300  600,700  806,000 
Edible oil   360,500    360,500
Soft drink 
concentrate 

  301,900    301,900

Peppers   144,400    144,400
Cloves   90,400    90,400
Coconut oil   63,600    63,600
Crude coconut oil   59,200    59,200
Dates   17,700    17,700
Cumin seed   16,200    16,200
Juice    1,091,300  109,1300 
Cattle feed    538,200  538,200 
Noodles    369,300  369,300 
Oil cakes    291,800   291,800 
Rice bran oil    199,000   199,000 
Ginger    137,400   137,400 
Dried ginger    73,400   73,400 
Ghee    62,900   62,900 
Brans    52,200   52,200 
Beer    21,700   21,700 
Cinnamon    9,200   9,200 
Biscuits    8,800   8,800 
Mustard seed    2,900   2,900 
Fruits    1,500   1,500 
Wheat flour    400   400 
Turmeric    100   100 
Total 391,400 5,361,500 8,807,700 2,915,500 9,199,100 8,277,000
 
Source: Nepal and The World – A Statistical Profile, 2005, Federation of Nepalese 
Chamber of Commerce and Industry (FNCCI), Nepal. 
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Table 3: Standards for Tea in Nepal and India 
 

Indian Tea (kangra) – Camellia sinensis from kangra area 
Indian Tea – Camellia sinensis from other areas of India 
Source: Prevention of Food Adulteration Act (PFA), 1954 and PFA Regulations, 1955.  

 
 
 

Table 4: Maximum Pesticide Residue Levels in Selected Countries 
 

Country Maximum Residue Level (MRL) 
Nepal Not established 
India Dicofol 5 ppm, Ethion 5 ppm, Fenzaquin 3 ppm, Glyfosinate – ammonium 

0.1 ppm, Glyfosate 1 ppm, Quinolphus 0.1 ppm 
Pakistan Not available 
Japan Dichlofluanid 5 ppm, Dichlorvos 0.1 ppm, Dicofol 3 ppm, Dieldrin N D, 

Diphenoconazole 10 ppm, Diflubenzuron 20 ppm, Emamectin Benzoate 
0.5 ppm 

EU Dichlorvos 0.1 ppm, Dicofol 20 ppm, Tetradifone 0.01 ppm, Ethione 2 
ppm, Dieldrin 0.02 ppm, Glyphosate 0.1 ppm, Malathion 0.5 ppm, 
Texaphane 0.1 ppm, Malathion 0.5 ppm, Texaphane 0.1 ppm, MB 0.05 
ppm, Permethrin 2 ppm, Phorate 0.1 ppm, Propargite 5 ppm 

US Tetradifone 0.1 ppm, Ethion 2 ppm 
Source: Compiled from Pesticide Residues Data Applicable to Tea, 2004, Agro-
Enterprise Centre, Nepal. 

Parameters Nepal India 
Tea Tea Tea (Kangra) 

Total ash 5.5 – 8 % 4 – 8 % 4.5 – 9 % 
Water soluble ash >40 % > 40 % >34 % 
Acid insoluble ash <1 % <1 % < 1.2 % 
Hot water extract > 35 % >32 % >23 % 
Alkalinity of soluble ash 1 – 2 % >1 % >1 % 
Crude fiber <15 % <17 % <18.5 % 
Pectinase enzyme - 0.2 % 0.2 % 
Caffeine >2 - - 
Lead  <10 ppm  
Copper  <150 ppm  
Arsenic  1.1 ppm  


