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Paanchthar Premium Cardamom Project

The Challenge

Nepal, with a population of over 25 million people, is
the 12th poorest country in the world with a per capita
income of US$272 and ranking 142 of 177 in the
Human Development Index (2006). 90% of eastern
Nepal spopulation live in rural areas and grow crops
that suffice for less than six months. For the last 30
years farmers have grown cardamom as a cash crop
on small plots of marginal lands, receiving relatively
low prices due to their lack of market knowledge, poor
processing and limited business skills.  The
cardamom industry in general, including its exporters,
has suffered from being tied to cross-border traders in
India, limiting access to more profitable markets, and
creating a disorganized approach to grading,
branding, and product delivery. Profit margins by
respective stakeholders within the market chain show
that the Nepal cardamom industry is at the least
profitable end of the value chain (Table below). The
good news is that profit margins can be increased,
which will increase farmer incomes, thus adding great
economic benefit to the local and national economy.

Analysis of Profit Margins within Nepal Cardamom Industry

Stakeholder [Production/ Sale Price Profit Margin
Purchase Cost| per Kg. per Kg.
per Kg. (US$) | (US$) (Us$)
Shallhoidey 2.10 2.77 0.28
Farmer
Local Buyer 2.77 3.12 0.35
Nepal Exporter 3ili2 3.74 0.62
lndialimporteid| gy 10.02 6.28
Reseller
The Market

e Nepal produces approx. 6000 MTs of cardamom
annually and is overtaking India as global leader

e The demand for premium cardamom on the global
market is unmet

e Approx. 90% of output from Nepal is routed
through India to major markets in India, Pakistan,
Afghanistan, and the Middle East

o Nepal cardamom, of varied quality with few
standards & grades, is mixed with and sold as
Indian cardamom

o A challenge remains in understanding global end-
user sspecific needs

e Nepal producers and traders have extremely low
profit margins

The Opportunity

Large cardamom offers a unique opportunity for

social, economic, and environmental improvements as

it:

o Offers high scalability (<75,000 Nepalese

producers)

Needs little to no production inputs

Protects fragile hillside soils

Has high value per weight (1 kg. = $2.77)

Includes marginalized households in remote areas

to participate and profit

o Offers scope for capturing greater profit margin
with minimal investments

The Method

The project aims to increase income for smallholder
cardamom farmers and their communities in the
remote Eastern Highlands of Nepal, and to develop
replicable and scalable approaches to reduce poverty
and exclusion in rural Nepal. It does so by promoting
market solutions that help producers and exporters
change the way they operate within the global
cardamom market. The project uses market
information and purchasing requirements of buyers, at
all stages of the market chain, to ensure maximum
profitability and business sustainability.

At the production level, farmers increase profit margin
and income via improved processing, strengthened
business planning, and increased capacity to
negotiate and trade with their end buyers.

At the export level, traders increase sales and income
by gaining greater market share of higher value
cardamom markets globally via improved product
grading, packaging and branding, improved relations
with producers, and via the development of a national
level trade promotion association.

Each year, Mercy Corps brings help and hope to 7 million people in the world's poorest nations.






