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Disclaimer
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research on a Site Study on Feasibility of Establishment of Distillation Plant in Collaboration
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or communicated to any third party. We do not accept any liability if this report is used for an
alternative purpose from which it is intended, nor to any third party in respect of this report.

However, TEPC do not make any representation or take responsibility and liability for any
omissions and errors.
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EXECUTIVE SUMMARY

This research work was conducted to analyze the feasibility establishing distillation plant for the
production Medicinal and Aromatic Plants (MAPS) essential oils in Mustang and Mugu. Nepal is
well known for the availability of diverse species of plants with medicinal and aromatic properties.
In fact, majority of these MAPs in Nepal are found in Himalayan region like Mustang and Mugu.
In fact, MAPs have been used in these region since centuries for medicinal purpose through
homeopathic, amchi, ayurvedic, and other medicinal practices. Currently, most of the MAPs
produced in Mustang and Mugu are collected from the wild and there is very limited farming
activity for MAPs. The wild collected and cultivated MAPSs are mainly sold in raw forms without
further processing. The supply chain of MAPs involves at least four intermediaries/ middlemen
before it reaches from the farm to the national or international buyers. Thus, there is huge price
fluctuation and the MAPs farmers and MAPs collectors get very low price for MAPs. Although
value addition of MAPs is not explored locally in Mustang and Mugu, there is huge potential for
value addition through production of essential oil in the region itself in collaboration with the local
authorities and communities. Due to high elevation and extreme climatic conditions, the MAPSs
produced in Mustang and Mugu region are known to have higher level of chemical components
with medicinal and aromatic properties expressed in them. This quality provides unique value
proposition and competitive advantage to the MAPS product produced in the region. However, due
to lack of awareness, low appetite for product diversification, lack of technical capabilities, no
access to niche market, and lack of business acumen, the local beneficiaries (MAPs farmers,
collectors, traders, businessmen) have not been able to effectively capitalize on the competitive
and unique properties of these MAPs in the market. Based on the field study, market analysis, and
business analysis of MAPs value chain conducted in Mustang and Mugu during this preliminary
research project, we have concluded that Mustang and Mugu have huge potential for establishment
of MAPs distillation plant and to make it a highly profitable business in collaboration with the
local communities and authorities. During initial phase, small/medium scale set-up, for few
selected high value MAPs, should be established to conduct pilot study before scale up of
distillation plant in Mustang and Mugu. Specific challenges, opportunities, and recommendations
for interventions from both public and private sectors have been highlighted in this report.



1 INTRODUCTION
Medicinal & Aromatic Plants (MAPS)

1.1 Overview

Medicinal and Aromatic Plants (MAPs) are herbs that are primarily used for curative, aromatic or
culinary purposes. MAPs are also botanical raw material for various value-added processed products
such as liquid/ dry herbs-extracts, essential oils and oleoresins. There is increasing interest towards
use of medicinal herbs and their value added products globally in search for organic and non-toxic
alternatives to harmful chemical present in most consumer products. The extracts of herbs are utilized
as a component of various contemporary herbal medicine, supplementary health foods, natural health
products, cosmetics, and beauty products. The categorization of MAPSs is not very clear because mostly
herbs tend to have properties of both medicinal and aromatic plants, but in general categorization,
medicinal plants are precursors utilized as a source of medication by altering pathological and
physiological process while aromatic plants have elevated level of essential, volatile oil or aromatic
oil employed in both therapeutic and cosmetic products. But both has maintained their importance in
search of new and valuable precursor of drugs and lead compounds.

In most of the developing countries, around 80% of the population still relies on traditional herbal
medicine for primary health care. In Asia, herbal market demand have almost doubled during late
1990’s and the overall international trade in medicinal plants and their products was US$ 60 billion in
2010 and is expected to reach US$ 5 trillion by 2050 according to WHO research.[*! This increasing
demand and trade of herbal health care, herbal-based cosmetic products and herbal health supplements,
highlights the need for sustainable utilization and conservation of herbal plants. Moreover, indigenous
knowledge of traditional healers, health care practitioners and increasing consumption at the
household level have added up to the necessity of focus on herbal products and their sustainable
utilization, processing and production.

1.2 MEDICINAL AND AROMATIC PLANTS

1.2.1 Medicinal Plants and their uses in different forms Medicinal and aromatic plants can be
processed in different forms for uses lie medicinal, culinary, cosmetics, aromatic, etc. These are some
of the most widely used forms of medicinal and aromatic plants:

e Raw

e Dried

e Powdered

e Aqueous and Organic solvent extracts

e Oil extracts

Among these different forms, raw, dried and powdered forms require less technological infrastructure
than aqueous and organic solvent extracts and oil extracts need more technologically. However, the
latter two forms also have significantly higher return and profit margin since they are high value added
products (HVAPs). While each forms have their own value and uses, we will be focusing on HVAPs
and more specifically on distillation of MAPs to obtain extracts.



1.3 Distillation

Distillation is a method of separating components from a mixture by heating at certain temperature
and condensing the vapors. Some of the traditional distillation techniques use direct heating of the raw
material mixture to evaporate the contents that work well for most inorganic solutions and a few
organic ones, but there are many organic compounds that decompose at high temperatures, including
many natural essential oils and aromatic compounds. In such cases, the essential oils industries use
three distinct types of distillation methods: water distillation, water and steam distillation, and direct
steam distillation. In these three methods, the difference lies only in the handling of the raw plant
material but they have same theoretical considerations which deal with distillation of two-phase
systems.

In Nepal, there has been reported use of other water distillation methods but steam distillation units are
more efficient in terms of distillation time, yield of essential oils, handling of the unit and producing
quality essential oils. Steam distillation has been used since the 8th century. The oils can be distilled
from the leaves, stems, flowers, bark, roots, seeds, fruits or other parts of a plant.!?!

1.3.1 Steam Distillation

Steam distillation is a method where steam flows through the material, as shown in Figure 1.1.

Figure 1.1. Picture representation of Steam distillation method

In the process of distilling plant material, the steam generated outside the still in a steam generator
(referred to as boiler) vaporizes the plant material’s volatile compounds, which eventually go
through a condensation and collection process. The injected steam passes through the plants from
the base of the still to the top and functions as agents to break up the pores of the raw material and

9



release the essential oils from it. The system yields a mixture of a vapor and desired essential oil.
The vapor is then condensed further and the essential oil is isolated. The basic principle of this
method is that the combined vapor pressure equals the ambient pressure at about 100 °C so that the
volatile components with the boiling points ranging from 150 to 300 °C can be evaporated at a
temperature close to that of water. Also, this technique can be carried out under pressure based on
essential oils extraction difficulty.[?
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Diagram of the steam distillation process.

Figure 1.2. Diagramatic representation of Steam distillation method
Source: anandaapothecary.com

Steam distillation has a competitive advantage and widely accepted over other methods of distillation
as steam can be readily controlled and has no thermal decomposition of oil constituents.

1.4 Benefits of extracting oil from MAPs and their Industrial uses:
Low mass and volume

The overall mass and volume of medicinal plants decrease by more than 95% after processing them into
oil or extract forms. This eases the transport of these materials as well as significantly lowers the
transport cost. Especially in the hilly and mountain regions like Mugu and Mustang, transportation is a
critical limiting factor in commercialisation and trade of medicinal plants.

Increased efficacy
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The extracted oil contains more than 90% (with an efficient extraction process) of active organic
ingredients present in the plant. This also results in increased concentration and efficacy of the active
ingredients responsible for medicinal and aromatic properties in MAPS.

Ease of purification

The extracted oil are already purified at one level since a lot of water and ash content can be removed
in the distillation process itself. The oil can be further purified by fractional distillation or further
solvent or aqueous extraction methods using much smaller sized distillation unit in a factory setting as
well.

Ease of quality tests and certification

The extracted and purified oils are much easier to test to assure their quality. The certification process
for the oils and extracts are simpler as well because there are several scientific methods than can be
used to test their content per need.

Easier access to market

For reasons already mentioned like transportability, increased efficacy, purity, and quality assurance, it
is much easier to find national and international market for oil extracts of MAPs.The revenue and profit
margin increases exponentially going from raw to HVAPs like essential oils from MAPs.
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The chart in Figure. 1.3 lays out different medicinal activities, pharmacological interactions, and
uses of MAPs oils extracts.!

The industrial uses of aromatic oils can be subdivided into various industrial segments and components
which is shown in the Figure 1.4.[4
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FIGURE 3: INDUSTRIAL USES OF ESSENTIAL QIL
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2 RESEARCH METHODOLOGY

Scope of the research study

The main focus of this research study is to study the availability of various medicinal and aromatic
plants (MAPS) present in Mustang and Mugu to analyse their potential to prepare essential oil. Based
on the study, we also plan further analyse the feasibility of establishing distillation plant in the region
in collaboration with local authorities. There are varieties of MAPs in Mustang and Mugu region that
are identified as high value plants and can be distilled to produce essential oil However, for the
enterprise to produce essential oils from MAPs to be profitable, various factors other than availability
have to be properly analyzed.

This study aims to do exactly that by examining the currents trends, volume of MAPs production,
investments, operating investments, infrastructure needs, technical needs, and other indices to reflect
whether establishment of distillation plants in Mustang and Mugu region can be profitable or not. In
addition, strategic recommendations will be provided on step-wise implementation strategies to achieve
the project goal and to promote MAPs essential oil production in Mustang and Mugu.

Approach

For the probability analysis of establishing distillation plant in Mustang and Mugu in collaboration with
the local authorities, we applied a set of research methodology and procedure to come up with impact
oriented strategies. Different activities were carried out, mainly with government officials, community
people and some with private enterprises. This interdisciplinary relationship helped us gather adequate
information, strengthen capacities, and get clear idea about the strengths, weaknesses, opportunities and
threats in Mustang and Mugu for the establishment of distillation plant to prepare essential oil from
selected high priority and high value MAPs in the region.

The project has prioritized MAPs as a sector having the potential to generate income and create
employment opportunities in the region. Different stakeholders and cooperatives in the community who
are involved in MAPs farming and collection activities, traders, wild MAPs collectors, trade and
commerce related governmental and private organizations, Annapurna conservation Area project officers,
and stakeholders in the value chain were the major target groups of the research. Several field group
discussions (FGDs), personal interviews, and multi-stakeholder discussions were conducted in Mustang
and Mugu. The final report was prepared based on the learnings from these consultations, field observation
visits, and literature study. From the beginning of the preparation of the report, the project expert team
has undertaken the following activities as shown in Figure 2.1.
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* Identification of medicinal herbs and value added products in Mugu and Mustang
* Identify the status of commercial production and potential market.

Preliminary *® Discussion with stakeholders and identify MAPs collection and possible cultivation
study areas in respective districts

* Meeting with official of ACAP and District Agriculture Development office in targeted districts
* Interview with Amchi, MAPs cultivators both small and large scale, local community, traders,

small co-operatives, Women association invelved in collection and value added products
productions in Mustang and Mugu

* Data was integrated from identified information and database and government office databanls
* Data was subjected to meaningful statistical interpretation

» Probability analysis of establishing distillation plants in Mustang and Mugu for essential oil
extraction

» Cost benefit analysis and sustainable utilization of MAPs in targeted areas
* Strategic analysis for local community involvement and sustainability

* Business plan for high priority and commercial value MAPs was made

Figure 2.1. Flow of Research activities
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3 MAPS DISTRIBUTION IN THE CONTEXT OF NEPAL

Nepal is rich in geographical, biological, climatic and cultural diversity. It contributes to only 0.1% of the
world’s land area but accounts for a high percentage of diversity in terms of flora and fauna. The
Himalayan range places Nepal in a transitional zone between eastern and western Himalaya which are
hubs of herbal plants. The range of variations in ecological regions, topographic features, and climatic
conditions has resulted in a varied distribution pattern of medicinally important plants and the resulting
indigenous knowledge of different groups of MAPs. The medicinal plants in Nepal are distributed between
the elevations of 100 to 6,000 meters above sea level.l”!

 ——A
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Figure 3.1. Distribution of medicinal plants in different regions of Nepal

Despite having immense potential to introduce a variety of herbal products, the country still lags far behind
in proper utilization of the available resources

3.1 MAPs in Mustang and Mugu

3.1.1 Mustang The Mustang district is in the Mid-Western Development region of north-central Nepal
(Dhaulagiri Zone), which covers an area of 3,573 km2 , and shares boundaries to the south with Myagdi,
to the east with Manang, to the west with Dolpa, and to the north with the Tibetan Autonomous region of
the people’s Republic of China. The district lies within the Annapurna Conservation Area Project (ACAP)
and is mountainous and has a fragile ecosystem.[-"kl]
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3.1.2 Mugu
Mugu district is in the karnali province and covers an area of 3,535 km2. Mugu is known as huge resource
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of MAPs.[N"k | ocal communities have indigenous knowledge about medicinal herbs and their uses but
are less aware about scientific and economic benefits of value added products, propagation techniques and
proper commercialization of available MAPs which is one of the most important means of income
generation. Value added products have competitive advantage in the market to eliminate the poverty.
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MUGU DISTRICT
ncthakuritgo.com .
Takyachaur 2_',\-
2o ¢

Mu
~—_Mug
B -,
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%\ Rara National

. -~ Park
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Figure 3.3. Map of Mugu District

Mustang and Mugu are strategically chose locations in Himalayan region in two different conservation
areas. These locations are rich in diversity of MAPs, some of these plants are in traditional practice while
some are still unexplored. The learnings from these regions can be later transferred to other Himalayan
region in Nepal as well. Communities having indigenous knowledge in traditional healing and medicinal
practising such as “Amchi” are responsible for preserving the traditional practice of disease treatment in
these areas. Also, there is a culture where knowledgeable people transfer their traditional knowledge from
generation to generation. Mustang and Mugu environmental conditions suitable for growth of some of the
native medicinal plants and aromatic plants at an altitude range of about 6000-6300 masl. It also has a
characteristic vegetation with a freezing season of about 119 days and is dominated by dwarf and shrubby
plants. Research has revealed that around 246-310 species of flowering plants are endemic to Nepal and
most of these species are found in Mugu and Mustang and surrounding region. Furthermore, the local
biodiversity of Mugu and Mustang play an important role in meeting the basic daily needs of the
indigenous peoples inhabiting this region.L®!

Concurrent with the increasing demand of herbal products and aromatic oil in the national and
international market, cultivation of MAPs is in increasing trend in different districts of Nepal based on
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availability, climatic conditions, land area and workforce. Mugu and Mustang being the hub of various
medicinal and aromatic plants (MAPS) owing to its favorable high-altitude climate, the commercial
cultivation of aromatic plants in Mugu and Mustang can be encouraged understanding the increasing
demand of aromatic oils or essential oils in Nepal and in the international market. Mugu and Mustang are
also very popular tourist destinations, so it will be strategic to start from well known and popular
Himalayan destination to gain international market.

High values aromatic plants that are found in Nepal in the high mountains including Mugu and Mustang
are listed in Table 3.1.["]

Table 3.1. High value Aromatic plants of Mustang and Mugu

S.
N Name Scientific Name Available in Aldtude

Acorus calamus

1  Bojho (Calamus)

2 Sugandhakokila

Dhasingre. patpate

! Gaultheria fragrantissima 1200-2700m
(Wintergreen)
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5

Jatamasi
(Spikenard)

Jungali sayapatri

Sugandhawal
(Valerian)

3600-5000m

1200-2500m
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7 Tinmr

8§ Cinnnamon

9 Safflower (Kusum phool)

Source: [link 2][link 3]

Zanthoxylum armatum 1100-2500m

450- 2,100 m Tropical
and subtropical
himalayas)

=2000m

=000m
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Table 3.2. Selected medicinal and aromatic plants from himalayan region (Mustang and Mugu) with high mar
essential oil

Parts Traditonal use .. . Active
Herbs used of herbs Scientific use of herbs Ingredients
Flavoring agent
i 1 Coneconery | tsepic
) ;. rhenmatic, Methyl salicylate,
(Gaultheria Leaves soft drinks, . -
.. ) divretic, gaultherline
[fragrantissima Pharmaceutical antispasmodic
) and perfume
industries
. Treatment of
e circulation, - amic aldehyde
Ciﬂﬂ.:lt;ﬂl,ﬂﬂ Barks and Fragrances, muscles and joints 3% eugenol Sﬂ—;ﬁ%
(Cinnamomum leaves disinfectant Fﬂﬂ.‘lp]ltﬂhﬂﬂ, benzyl benzoate 3%
digestive system o
tamala) “nd telieves eugenol acetate 1%
arthrifis,
Lemonene, linalool
and methyl
cinnamate as major
components and I-
Timmr, pinen 1-thujene, p-
[Errm‘ha;]?fr:?m Fruits. FI?]’RETE ¢ and Si%;fﬂﬁgu; ’ nw[cesig Y- .-
armatum DC) £ ’ " | terpinene, p-cymene,
terpenin-4-ol,
piperitone, carvone.
cununaldehyde,
methyl cinnamate as
other constituents.
Valeranone
(jatamansone),
spirojatamol,
Jatamansi, patchouli alcohol,
7'ﬁ;FE-,];JE||1r-:|:1:|:51'|tfl | Rootstocks Perfumery and in _Sﬁiatwf:, ] norsevchelanone, @ -
(Nardostachys flavors Antihypertensive. = and p - patchoulene,
grandiflora) jatamol A and B,
jatamansic acid,

terpenic CoMmMAarins-
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Dalchini. Treatment of

Teipat circulation,
Cinnnamon = Barks and Fragrances, mﬁiﬂeshﬂﬁ_ﬂm
(Cinnamomum leaves disinfectant di ’:“P, ]
tamald) gesnw:_sj, stem
and relieves
arthrifis,
Timmr,
peppercorn .. :
oot | B, | Fgmcemd | Anteon,
armatum DC) i ; :
Jatamansi,
Spikenard Perfumery and in Sedative,
{(Nardostachys L flavors Antihypertensive.
grandiflora)

Source: [link 4]

3.2 Current uses and practices of MAPs in researched districts

cinnanmc aldehyde
3% eugenol 80-96%
benzyl benzoate 3%
engenaol acetate 1%

Lemonene, linalool
and methvl
cinnamate as major
components and I-
pinen l-thujene, p-
pinene. sabinene,
IIVICENE. -
terpinene, p-cymene,
terpenin-4-ol,
piperitone, carvone,
cununaldehyde,
methv] cinnamate as
other constituents.
Valeranone
(jatamansone),
spirojatamol,
patchouli alcohol,
norsevchelanone, @ -
and p - patchoulene.
jatamol A and B.
jatamansic acid,
terpenic COMMATins-
oroseol. jatamansin.

Traditional medicinal practice, which preceded modern allopathic medicine, was performed to
restore good health conditions using herbal plant resources and such health practices are still
prefered in various regions in and outside Nepal. Such treatment approaches differ based on the
traditions, availability of herbs and information transferred from practitioners.

There are multiple traditional medicinal practices used to treat, diagnose or prevent illness such
as Amchi, Ayurvedic medicine, indigenous knowledge and beliefs of incorporating herbs,
spiritual therapies, manual techniques and exercises. On the one hand, traditional medicinal
practice remains widespread and is still becoming more and more popular in developing
countries, while on the other hand, in many parts of the world , health professionals, public and
policy makers are struggling with the questions on safety, quality, effectiveness, preservation
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and future prospects of such herbal health care. In the Traditional Medicine Strategy Paper
2002-2005, WHO states that these traditional medicinal practices have attracted a spectrum of
reactions, uncritical enthusiasm and uniformed skepticism. Despite such criticism, research and
development in the field of value added products from herbs is underway at a rapid rate in
various parts of the world.®®!

Although Mustang and Mugu are botanical reservoirs for many medicinal and aromatic plants,
only few of these plants are used in current day-to-day practice. Amchi and Ayurvedic treatments
are the most practiced traditional approaches of treating diseased conditions.

3.2.1 Amchi

Tibetan medicine practitioners are well known as Amchi. Amchi System of Medicine is known
as Sowa-Rigpa, which is similar to Ayurvedic medicine. It is a traditional medicinal practice
which exists mostly in the Himalayan region of Nepal. Both Upper Mustang and Lower Mustang
have been practising this approach of treatment. Though previously this practice was not
considered as an official system of medicine, people have been practising this either by following
the community traditions or getting trainings from traditional healers. Now, Nepal also has one
institution in Baudha, Kathmandu, Nepal that educates students about the Amchi system of
medicine to graduate as Amchis (Tibetan medicine doctors). Our research site was Lower
Mustang, where, Dr. Tsampa Ngawang Gurung, an internationally renowned Amchi from
Jomsom, has been performing research and practicing Sowa-Rigpa on medicinal herbs for years.
He has tremendous indigenous knowledge of local medicinal and aromatic plants and their
applications. He has his own clinic (Tibetan Medical Center) and also runs the Amchi Sorig
Herbal Collection Center. Mostly local communities rely on his treatment practices as they have
ethno-traditional, and spiritual faith towards this practice.

3.2.2 Essential oils

Very few aromatic plants are currently used in regular medicinal practice in Mustang although it
is known to harbor of variety of aromatic plants. The community does know about the aromatic
plants, but the awareness towards their application and value added products was found to be very
low. Few aromatic plants have been used for extracting oil, but only for domestic use.

Both traditional and modern medicine systems use medicinal and aromatic plants as their source
of raw material. Herbal plants have been employed as over-the-counter drugs by various
pharmaceutical and cosmetic industries as home remedies and therapies for years in developing
countries, mainly in Asia. They also represent a sustainable portion of the global drug market.
Though some medicinal herbs are not fit for administration in their natural state and are not
prepared according to pharmacopoeia directions, people in developing countries rely on those raw
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herbs (traditionally practiced) without much researched information.

Different herbs have different therapeutic potential depending on the part of the plant and form
used. Herbal remedies make use of both plant parts as well as isolated extracts containing several
key constituents, which work together synergistically. However, two major interventions- value
addition and quality assurance, are needed for improving the quality, safety and efficacy of such
products from medicinal plants. In the case of Nepal, quality assurance has always been a major
hurdle for the effective promotion and marketing of MAPs and its products.

3.3 Need for establishment and promotion of distillation plants in Mustang and Mugu

MAPs have been widely unexplored and under-utilized as a profitable and sustainable business in
Nepal. Instead, several high value natural herbs are being overexploited by haphazard and illegal
wild harvesting and trading, which has made many of such species endangered in Nepal. In various
districts of Nepal like Mustang and Mugu, collection of herbs and their traditional processing is an
old practice for the majority of population there, to augment income and enhance livelihood.
Though people are also involved in other occupations, they find exporting MAPs as an important
income-generating activity. Despite being aware about the worth of processed, value-added, herbs
over raw herbs, there has always been a trend of exporting raw herbs to other countries both legally
and illegally because of myopic vision of the traders for immediate gain.

Establishing distillation plants can be an effective and feasible way to avoid exploitation of herbs,
generate value added products and ensure long-term use and sustainable management of MAPs.
Many distillation plants with advanced technologies have been established successfully in the Terai
region in Nepal. However, there are a few challenges to ensure MAPs conservation and sustainable
utilization in the Himalayan or hilly regions. Some of those challenges are information collection,
coordination with MAPs stakeholders and making them aware about the importance of MAPs and
their current status.

Also, it is very important to convince stakeholders that distillation plants and sustainable cultivation

management techniques can prevent the ongoing exploitation of herbs and in fact generate higher
revenue to boost the local economy.
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igure 3.4. Psurry in the MAPs farm of Mr. Chandra B. Gauchan from Kunjo, Mustang

During our research in Mustang and Mugu, we found wild collection to be dominant over
cultivation. Cultivation of MAPs is carried out either in greenhouses or by performing organised
farming of medicinally important MAPs, and it involves a number of technical, geographical and
socio-economic challenges. Consequently, the local communities prefer collection in the wild over
cultivation despite getting low price because of lack of MAPs farming knowledge, lack of access
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to land and finance, and lack of successful examples of such practices.

Mostly people having indigenous knowledge and experience prefer MAPs farming for conservation
or for medicinal purpose within the area. Large scale cultivation has not been adopted by the local
communities, but only by some of the Amchis, considering their interest and traditional knowledge
of cultivating, preserving and using MAPs. Some of the Mother’s groups in Mustang are also
involved in value-added product generation like Apple juice and Tora juice for income generation.
These groups could be one of the key entry points to convince the local communities and authorities
that MAPs value addition through activities like essential oil production can be very beneficial for
the economic growth of the region.

Case Study#1: Local community’s involvement in preserving and utilizing MAPs

Figure 3.5. Mr. Chandra B.Gauchan in his MAPs Farm, Gunjo,

Mr. Chandra Bahadur Gauchan, a resident of Kunjo, Lower Mustang has been cultivating herbs for
several years in his personal land. He is partially funded and technically supported by a faculty
member at Kathmandu University. According to him, he is doing this in order to preserve local
herbs and contribute in conservation of natural diversity of the country. He has a greenhouse nursery
with almost 21 different herbs having medicinal and therapeutic properties. He also cultivates herbs
based on seasonal availability and conditions. Some of the cultivated herbs are taken for component
identification and research to NARC Khumaltar, Kathmandu. He also added that Mustang is a hub
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for important plants, mainly MAPs and apples, and high-value oils and medicinal components can
be extracted from MAPs of Mustang.

“Plants of Himalayan range have high medicinal value and we have been using herbs for years for
our medicinal purposes”

3.4 Potential MAPs essential oils of Mustang and Mugu

The value and pricing of MAPs are commonly dictated by their origin, whether they grew in the
wild or they were cultivated, the geographical and climatic environment of their origin, and their
chemical constituents. Nepal, also known as the rooftop of the world, houses various MAPs
endemic to Nepal. Nepal places itself in having higher medicinal value and exclusive wild potential
natural medicinal and aromatic herbs. In addition, the mountain regions like Mustang and Mugu
are well know to have MAPs with higher medicinal potency due to over-expression of various
secondary chemical metabolites. These unique qualities of MAPs from Mustang and Mugu can be
strategically highlighted when developing MAPs essential oils from the region. It is also one of the
best way to stay exclusive and to differentiate from other parts of the world.

Table 3.3. Potential essential oils from Nepal with high market potential

Key sectors Potential oil
Flavour Tmmur, Cinnamon, Wintergreen Curcima
and Ginger
Fragrance Rhodondendron Ginger Jatamansi,
Palmarosa
Medicine Timur, Wintergreen, Calamus,

Rhodondendron, Cardamom. Yarshagumba

Source: Adapted from [Link 5].

3.5 Advantages of Establishing MAPs Distillation Plant to Produce Essential Oil in Mustang and Mugu

3.5.1 Increase in local economy

MAPs are being traded in Mustang and Mugu in raw form at very low price to the local
businessmen and road head traders. This type of unorganized trading activity of MAPSs results in
price fluctuations and does not guarantee market. Therefore, the locals are not benefitting as much
from MAPs as they could. The profit and overall gain from MAPs can significantly increase by
adding value in selected MAPs by processing them into essential oil, and by introducing proper
marketing and branding strategies. Such organized and planned MAPs essential oil business
activity will increase access to sophisticated market and higher pricing. If the distillation of
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essential oil is performed locally in Mustang and Mugu, then the locals will benefit directly by
reducing the middlemen (at least four) thus significantly increasing the local economy.

3.5.2 Generation of Employment

Currently most of the employment of locals in MAPs-related activities are either small scale farming,
collection, or trading at low price in Mustang and Mugu region. With the establishment of distillation
unit for essential oil production, there will be more job opportunities for the locals ranging from
MAPs collection, farming and processing, distillation units’ technical care and operation, to business
related functions like finance, marketing, branding, and logistics. Thus, employment opportunities
will increase at various levels of the MAPs value chain with introduction of distillation of MAPs
essential oil in Mustang and Mugu.

3.5.3 Promotion of MAPs and Geographical indication

Mustang and Mugu have several MAPs that are unique to the region and have been used for various
homeopathic, ayurvedic, amchi - medicinal practices since centuries. These MAPs are also part of
their cultural and traditional practices, but are currently underutilized. If these MAPs are utilised to
produce high value essential oil and are marketed by highlighting their story and significance in
Mustang and Mugu region, then they can be sold in more sophisticated international market. This
will not only increase access to international market and give higher monetary returns, but will also
promote the MAPs and geographical significance of Mustang and Mugu. In addition, if geographical
indication signs are used in the products then the value of MAPSs products originating from the region
will also increase due to their unique value proposition in terms of quality and composition of MAPs
products.

3.5.4 Increase in profit

The value added MAPs essential oil can be much more expensive and profitable than in their raw forms,
after proper selection of plant and marketing. There is more than 95% reduction in the total weight and
volume after the MAPs are processed into essential oil, which also reduces the cost and logistics of
transporting MAPS.

3.5.5 Competitive advantage of MAPs from Mustang and Mugu

The essential oils listed in Table 3.3 above are of great potential based on demand, price, added
value and cultivation. It is generally believed that the plants in higher altitudes have a
competitive advantage over plants in lower land as extreme climatic conditions can alter the
chemical composition of herbs which could ultimately affect the survival of herbs in high
altitude region. Mainly, the temperature stress can affect the secondary metabolites secreted by

29



plants which are the sources of medicinal and therapeutic properties. Most of the secondary
metabolites and other phytochemicals that are present in plants are outcomes of stress response-
adverse weather, diseases etc. Generally, when plants are stressed, they release increased active
components as secondary metabolites, as growth is inhibited and photosynthesis is highly
activated. The fixed carbon which is not utilized for growth is allocated to secondary
metabolites. Therefore, exposure to environmental stresses like cold weather, lower water
uptake contributes to higher accumulation of active components of the plants which generally
occurs due to physiological changes in plants.r!

Mustang and Mugu have a broad range of environmental factors which change with elevation.
These factors include temperature extreme, mean temperature precipitation, soil fertility, wind
speed, duration of snow-cover, atmospheric pressure, length of the vegetation period, and
radiation intensities. All these factors are responsible for elevating the secondary metabolism
of plants growing in high altitudes.'™ In the context of a developing country like Nepal,
selection of MAPs for distillation of essential oils must be carefully done, in order to get
effective and sustainable advantage in the long run with less problems for infrastructure, market
access and technical difficulties that come with new production.

30



4 INTERNATIONAL TRADE OF MAPS AND ESSENTIAL OIL, AND ANALYSIS OF
NEPAL’S STRATEGIC POSITIONING IN MAPS AND ESSENTIAL OIL TRADING

4.1 Top exporters of Essential Oil from Nepal

Most of the exporting firms are located in Nepalgunj, Krishnanagar, Kathmandu. They export crude
herbs and processed herbal products mostly to India and China and few to third countries. Now-a-
days few exporters of high mountains and terai export MAPs and essential oils to the borders of
China and India. Final processing and value addition is very limited in Nepal and most trade is in
crude or semi processed form.The following are few of many exporters of Nepal.[*!]

1. Aarya Aroma Kamaladi, Kathmandu

2. Alternative Herbal Products Pvt. Ltd Balkhu, Kathmandu

3. Annapurna Aroma Naya baneshwor, Kathmandu

4. Bahubali Herbal Essence and Extracts Pvt. Ltd. Surkhet

5. Nepalgunj Chaudhary Biosys (Nepal) Pvt. Ltd, Khumaltar, Lalitpur
6. Fauz Mohamad and Company. Ghosi Tole, Nepalgunj

7. Gajurmukhi Herbal Pvt. Ltd Mechi, Jhapa

8. Jadibuti Association of Nepal(JABAN), Nepalgunj

9. Natural Products Industries Jawabhari 3, Kapilbastu

4.2 International and Nepalese Trade Scenario of MAPS

In the year 2017, the worldwide export of MAPs (1121) totalled US$ 3.1 Billion where two of our
neighbouring countries China and India ranked as top two exporters of MAPs in the world,
respectively (Table 4.1). Nepal ranks 42 in the list exporting MAPs worth US$7.4 Million.

Table 4.1. Top 10 medicinal plants (1211 plants and parts of plants- Trademap data) exporters in
the world in 2016 and 2017.
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Exported value

Rank Exporters in 2016 (USS
thousand)
1 China 1,008,243
2 India 259375
3 Canada 192 872
4 Germany 151.620
5 USA 155.178
6 Hong Kong 130,166
7 Egypt 119.187
8 Spain 81,720
0 Mexico 61,290
10 Korea, Republic of 54 430
. Nepal ﬁ:'ﬁ_lﬁ (2015),
NA (2016)

Source: TradeMap

Exported value
in 2017 (USS
thousand)
964.461
222110
185.606
173.834
172,827
141.364
114,513
86,801
72,879
71,269

7448

Looking closer into the top 10 importers of MAPs from Nepal (Table 4.2), Nepal exports 76% of
MAPs produced in the country to India and ~2.5-3.5% MAPs to Viet Nam, France and China.
Among the top 10 importers, Asian market imports 87% and European market covers 8% of the
total MAPs exported from Nepal. Most of the MAPs from Nepal are exported in raw form or with
minimal processing, which then are further processed in the destination countries for value add.
After value add, these MAPs products are either consumed internally by these countries or
exported to other countries with much higher profit margin. This scenario presents as case where
lack of value addition serves both as an issue and an opportunity for MAPs products in Nepal.

One of the high value added MAPs products is essential oil.

Table 4.2. Top 10 medicinal plants (1211 Plants and parts plants - Trademap data) importing

markets for a product exported by Nepal
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Rank Importers Imported value Imported value
in 2016 (USS in 2016 (USS

thousand) thousand)

1 India 4019 5,691 (76%)
2 Viet Nam 955 267

3 France 202 266

4 China 176 189

5 Germany 65 174

] Hong Kong 334 153

7 Italy 3 o4

8 Singapore 117 o1

0 United Kingdom 1 76

10 Pakistan 104 67

Source: TradeMap

Based on the data for MAPs imported to Nepal (Table 4.3), India and China again rank top two
markets to export to Nepal. Inspite of huge potential for MAPs production and export, Nepal is still
a net importer of MAPs in terms of net revenue and is becoming increasingly so. One of the ways to
invert this curve from net import to net export in terms of monetary gain is to export value added
products like essential oil to the foreign market of MAPs which is growing each year (4% MAPs
market growth in 2017).

Table 4.3. Top 3 medicinal plants (1211 Plants and parts plants - Trademap data) imports to Nepal

Rank Importers Imported value in 2016 | Imported value in 2016
(USS thousand) (US% thousand)
1 India 3.666 3.372
2 China 3.430 3.160
3 Palastan 178 155

Source: TradeMap

4.3 International and Nepalese Trade Scenario of Essential Oil

In the year 2017, the worldwide export of essential oils (3301) totalled US$ 5.4 Billion in which
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USA and India ranked as top two exporters of essential oils in the world, respectively (Table 4.4).
Nepal ranked 62 in the list exporting essential oil worth US$3.3 Million.

Table 4.4. Top 10 essential oil (3301 plants and parts of plants- Trademap data) exporters in the
world in 2016 and 2017

Rank Exporters Exported value Exported value

in 2016 (USS in 2017 (USS
thousand) thousand)
1 USA 634.821 728,974
2 India 607,726 608.459
3 France 396.796 471.376
4 Brazil 330,048 431,217
5 China 423524 354,559
6 United Kingdom 218.628 271,915
7 Germany 191,524 217.496
8 Netherlands 163.505 212,181
9 Argentina 196.376 203,718
10 Spain 124 928 161.836
62 Nepal 3,554 3,330

Source: TradeMap

From the table for top 10 importers of essential oil from Nepal, Nepal exports 34% of essential
oil produced in the country to USA and 23% to India (Table 4.5). Ironically, USA and India are
both top exporters in the world as well as top importers of essential oil from Nepal. In contrast to
Nepali MAPs market (Table 4.2- 87% Asian market- India covered 76%, 8% European market,
<1% US market), Nepali essential oil is exported to USA the most (34%) followed by Europe
(37%) and then to Asia (24%- India covered 23%) (Table 4.5). This data also indicates that we
can access more sophisticated markets like USA and Europe with value added products like
essential oil, and also due to ease of transportation and other comparative benefits of essential oil
(mentioned above) over other MAPSs products in raw or least processed forms.
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Table 4.5. Top 10 essential oil (3301 Plants and parts plants - Trademap data) importing
markets for a product exported by Nepal

Imported value Imported value

Rank Importers in 2016 (US$ in 2016 (USS
thousand) thousand)
1 United States of 1,239 1,131 (34%)
America
2 India 537 773 (23%)
3 France 411 494 (14%)
4 Canada 96 256
5 Belgium 348 251
6 Germany 87 o0
7 China H 58
8 Czech Republic 46 56
9 United Kingdom 64 49
10 Switzerland 131 45

Source: TradeMap

From the total essential oil imported to Nepal, more than 90% is imported from India (47%) and
Indonesia (45%). In contrast to MAPs trade (net importer), Nepal is a net exporter of essential oils
in terms of net revenue (Table 4.6). Most of the essential oil are exported to Nepal in either bulk
after certain quality assurance or as labeled/branded products. Based on these analyses and Nepal’s
positioning in the international trade market for MAPs, it makes more strategic sense for Nepal to
start exploring the domain of MAPs value addition rather than selling raw and unprocessed MAPS
at very low price.
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Table 4.6. Top 5 essential oil (3301 Plants and parts plants - Trademap data) imports to Nepal

Rank Exporters
1 India
2 Indonesia
3 Singapore
4 Malaysia
5 China

Source: TradeMap

4.4 Selection of MAPs essential oil production based on international market demand, national

Exported value = Exported value
in 2016 (USS in 2016 (USS
thousand) thousand)
448 486
987 465
19 46
0 11
3 4

export profiles, and regional MAPs availability

Based on national and international commercial value, market demand, geographical range of
distribution, indigenous traditional practices and inherent medicinal properties, widely available herbs
and potential. Essential oils found and exported overseas from Nepal has been listed in Table 4.7. The
respective herbs contribute highest share towards income generation, value addition, research and

cultivation. .[11

4.4.1 List of Essential oil items exported overseas

Table 4.7. Most exported MAPs essential oils and crude herbs overseas from Nepal

Essential oils

Abies o1l (Abies spectabilis),
(laliguras)
(Ehododendron anthopogon)
Chamomile oil (Matricaria recutita)

Anthopogon

Citronella oil (Cymbopogon winterianus)
French basil o1l (Ocimum basilicum)

Jatamansi o1l (Nardostachys grandiflora)

oil

Crude herbs
Yarshagumba (Cordyceps sinensis)

Timmr (Zanthoxyhim armatim)

Chirayito (Swertia chirayita)
Jatamansi (Nardostachys grandiflora)
Kaulo (Persea odoratissima)

Eutki (Neopicrorhiza scrophulariiflora)
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Tuniper oil (Juniperus indica) Majitho (Rubia manjith)

Lemongrass oil (Cymbopogon flexuosus) Padamchal (Rhenm australe)

Mint oil (Mentha arvensis) Pakhanved (Bergenia ciliata)
Wintergreen (Dhasingre) o1l (Gaultheria Rittha (Sapindus mukorossi)
fragrantissima)

Palmarosa oil (Cymbopogon martinii), Rudrakshya (Elacocarpus sphaericus)

Zanthoxylum (Timur) oil (Zanthoxylum | Satavar/Kurilo (Asparagus racemosus)
armatum)
Satuwa (Paris polyphylla)

Tejpat (Cinnamomum tamala)

Comparing the MAPs essential oils that are exported the most (Table 4.7) and the MAPs that are most
available in Nepal (Table 4.8) and in Mustang and Mugu region (Table 3.3), we identified several
MAPs (wild harvested and cultivated) with high business potential. Furthermore for preliminary
analysis and for pilot project, we chose to perform business analysis of wild MAPs (Section 7) that
have high medicinal and aromatic properties and have potential for scale up. More specifically
financial feasibility analysis for establishment of distillation of wild Zanthoxylum (Timur) oil and
Anthopogon (Laliguras) oil was performed.

Additionally, comparative business analysis between wild timur seeds and wild timur essential oil was
also performed to determine the profitability after value addition. Wild timur from Mustang and Mugu
region are highly preferred than from terai belts. Also, Rhododendrons are specific to hilly and
himalayan region and are underutilized because of lack of technology for value addition to produce
their essential oils. Thus, in addition to making it to the list of most exported essential oils from Nepal,
these MAPs are competitively advantageous as well.
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Table 4.8. List of wild harvesting and cultivable MAPs in Mustang and Mugu region

Wild harvesting
Atis (Aconitum heterophyllum)
Jatamansi (Nardostachys grandiflora)
Eutki (Neopricrorhiza scrophulaniiflora),
Padamchaal (Rheum australe)
Satuwwa (Paris polyphylla)
Chirayito (Swertia chirayita)
Wintergreen (Dhasingre) oil (Gaulthenia
fragrantissima)
Zanthoxylum (Timur) oil (Zanthoxylum

armaium)

Anthopogon (laliguras) oil
{Rhododendron anthopogon)

Yarshagumba (Cordyceps sinensis).
Tejpat (Cinnamonmm famala)

Culdivation
Mentha (Mentha arvensis)
Lemongrass (Cymbopogon flexuosus).
Citronella (Cymbopogon winteriamis)
Palmarosa (Cymbopogon martinii)
Chamonule (Matricaria recutita))
French basil (Ocimmm basilicum)

Tejpat (Crnamonmum tamala)

Chirayito (Swertia chirayita)

Timur (Zanthoxvlum armatum)

Rittha (Sapindus mukorrost)

Eunlo (Asparagus racemosus)
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6 POSSIBILITY ANALYSIS OF ESTABLISHMENT AND PROMOTION OF
DISTILLATION PLANT FOR PRODUCTION OF MEDICINAL AND AROMATIC OIL
IN MUGU AND MUSTANG

6.1 MAPs essential oil market and value chain in Nepal

6.1.1 Current MAPs production, collection, and market management

Village trade level

In rural areas of hilly and mountain region the local traders have very good knowledge about the
availability and location of various types of MAPs. They also have good understanding with the
local MAPs collectors, MAPs farmers, and road head level traders. The local traders leverage their
MAPs knowledge and network to collect MAPs in larger quantities at the village level. The
collectors and farmers are paid very low price for the MAPs and the local traders get very high profit
margin from these raw materials. The MAPs collected at the village level are then sold to either the
road head level traders, regional traders or national level traders at higher cost.

Road head trade level

There is a high level of competition among local level traders/ businessmen after for the collection
and trading of MAPs in the village. This kind of trading is mainly practiced in hilly and mountain
region that are far from regional and national trading centers with access to indian market and
international market. These local businessmen gather in various MAPs season to meet and negotiate
with national level traders or regional (mainly from terai)

Terai trade level

The group of traders in the terai region bordering Indian states have large network and connections
with MAPs industry in India. These traders collect the MAPs raw materials and value added products
like essential oil, processed MAPs and extracts from different regions in Nepal and take them to
Indian businessmen or Indian market for trading. In the MAPs supply value chain, these national
traders are most powerful and gain the highest profit margin. The price obtained by these traders are
also not on par and are much lower than the price in International markets (mainly in developed
countries).

Indian trade level

India is the largest importer of Nepali MAPs. Major cities in India like Delhi, Mumbai, Hyderabad,
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Calcutta where there are big industries and manufacturing plants for MAPs are the highest consumers
of MAPs. The industrialists and businessmen in India have direct connections with terai level traders
in either side of the border and thus large quantities of MAPs are sold to them from Nepal. The MAPs
raw materials are further processed and refined in India to meet international quality standards.
Further value addition of these materials are done proper packaging, labeling, branding, marketing,
certifications to be sold in international markets like USA, Canada, European Union at very high
price.

COMMUNITY FOREST USER GROUPS (CFUGS), FARMERS AND HARVESTERS

VILLAGE
TRADERS

4

ROAD-HEAD TRADERS e

MIDDLEMAN \
[ HERBAL "I
| FARMS |

TERAI ~__~
TRADERS/IPROCESSOR i i
CRUDE/PROCESSED HERBS INDIAN
RETAILERS/MWHOLESALERS IN KATHMANDU RETAILERS

PERFUME, SOAP,
FOQD, CHEMICAL
PRODUCERS "y

PERFUME, SOAP,
FOQD, CHEMICAL
PRODUCERS

ESSENTIALOIL | ESSENTIALOL |

PRODUCERS || | PRODUCERS |

AYURVEDIC MEDICINE b !
MANUFACTURERS AND I AYURVEDIC MEDICINE '
TRADITIONAL ' MANUFACTURERS '
PRACTITIONERS ol

Figure 6.1. Value Chain of MAPs and Essential Qils in  Nepall*!
Source: MAPs QI Report. Gurung (2013).
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6.1.2 Challenges in cultivation and harvesting
Sustainability of resources

Forest is the only source of MAPs in Mustang and Mugu. To preserve and for local medication,
medicinal herbs are being cultivated in green houses by few people but there is no record of
commercial cultivation or large scale cultivation. Improper wild harvesting techniques have led to
the extinction of several indigenous medicinal herbs which in turn has led to the unavailability of
quality cultivation precursors. Also, MAPs have longer gestation periods that causes farmers to
wait for long to generate income from its cultivation. Therefore, without any incentives or alternate
source of income, farmers show reluctance to switch to cultivation of MAPs from cultivation of
traditional crops. Unlike other traditional crops where farmers can grow or sell without any consent
from government officials, the case of MAPs is different. To harvest and sell MAPs, farmers have
to get release letters and fulfil various other formalities. This also discourages the local
communities from engaging in cultivation of MAPs. Together, all these factors affect the
sustainability of MAPs cultivation as well as wild collection.

Information availability

There are no prepared guidelines for the collection and cultivation of MAPs. Local communities
have been practising based on traditional Indigenous knowledge or also based on Amchi practices.
No proper trainings or awareness programs are conducted regarding sustainable management of
herbs to avoid extinction. Poverty has also been a huge contributing factor to unsustainable
collection of MAPs since the local level collectors’ priority would be to fulfill their immediate
needs rather than think of the future.

Land and resource access

Unlike the Terai region, the Himalayan region has irregular topography which results in less
cultivable land availability. Availability of less flat land has been the biggest challenge for
initiating the switch from traditional crop cultivation to large scale cultivation of medicinal herbs.
Due to extreme climatic conditions, favourable soil conditions are difficult to maintain for specific
MAPs. There are no organised seed or plantlet banks due to which some of the herbs are introduced
to Nepal from other countries. One of such example is of Chamomile which was first introduced
from other countries for cultivation in Nepal. On the overall, though Nepal possesses several herbs
having high medicinal value, lack of proper resource management has led to many challenges.

Processing infrastructure

For cultivation, drying and for primary processing, local technologies are used. For value-added
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processing, a range of technologies and advanced infrastructure are required for activities such as
drying, grading, packaging, distillation of essential oils etc. Geographical location of himalayan
and hilly region makes the transportation of bigger equipment and immediate adoption of modern
technologies challenging.

Expertise

Farmers do have traditional knowledge of growing crops, but they do have no clear idea about the
consumer interest, market demand and purpose of use. Even if farmers are main actors in the value
chain, a better sense of value addition comes only by collaboration between the expertise and
farmers. Lack of local expertise has lead to more adulteration of natural herbs. People are primarily
interested in the high demand of an herb/plant and the price they can get for it, regardless the
quality. In order to realise the importance of high value crops and their uses, an expertise capable
of stimulating person on the spot with a technical knowledge is required. Also, lack of awareness,
technical expertise and malpractices of buyers/traders has affected farmers to involve in or enlarge
MAPs business or to add value by offering good quality herbs/plants and appropriate handling or
storage.

Export Market

Farmers usually don’t have clear idea about the consumer demands of particular essential oil,
specific seasons or the purpose of use. Especially in remote areas, people do not get proper
exposure to the market which leads them to sell MAPs at random and low price. It is important to
estimate the potential and price of a crop by knowing whether an essential oil is used for its
chemical constituent or for its aromatic property. Farmers, often in remote places, sell small
quantities to collectors in raw form, which are further transferred to community level traders in
villages or traders at the borders.

Price Fluctuation

The variation in the price of purchasing raw herbs or essential oil from producers and cooperatives
in the supply chain is extremely high. This leads to instability in actual price for certain herbs.
Difficulty among producers and collectors to connect to traders has also resulted in price
fluctuation. Most of the producers or wild collectors are not familiar with the actual importance
and commercial value of the herbs and their chemical constituents. They mostly rely on the traders
or exporters for the pricing. Usually, farmers and collectors get the lowest and unfair value for
MAPs.
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Case Study #1: Perspectives and Challenges of a MAPs Farmer

Phurba Kulal, Ward 6, Chayanath-Fara, Mugu

Overview: Kulal has just started farmuing two Medicinal herbs: Chiratto, and Aatis. It's been

[

six months, he hasn't had any harvest yet.
Plant selection, seeds, and cultivation
I have planted two: Aatis and Chiraito

Bought seeds of churaito worth about Fs 12 000 from Nepalgun). As for aatis — I myself
went to the forest and got about 800 plants to plant on may land

I have planted 5 bats of chiraito and 800 plants of Aatis

Out of 800 aatis plants, 300 have grown. I have heard that chiraito 1s ready to harvest m
3 years” fime. So, 1t will be a long wait before I can thnk of selling them mn the market.

Experience so far

I have started this farming with the hope that I will get a good retum in due time.
However, I also hear stones of people who started farmung some of these MAPs, but
could not sustain their farming for long.

I alse think that a lot will depend on how my harvest comes about, if I don’t get enough
returns to redo the farming — I will probably clese my farms as well.

I have been able to comfortably experiment this farmung with very little knowledge—
because I have enough land. We lack capital to start farming in a big scale. And what I
have heard from other farmers 15 that, unless you can produce in large amount you
cannot get enough returns to sustain the farm.
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Besearch imto the farming

I started farming based oo what I saw zrew on the periphery of my village area. Thers
is oo research invebeed here.

I hawe consulted few people regarding the sedl and water, and tempetanme. Bat thess
are all based on expenience rather than expertize. T don't even koow what amount of
water is needed or the type of mamme for that marter. But because these zrow m the
wild withoat any human assistance — I hope Twill zef locky as well

However, in the wild these have been growing for years — and that™s probably why they
e of pooed quality and are worth that ouch. Grown at bome these might net be as
vahable m the market Phas, we lack a domestic markst, T will need to find a bayer who
will then z=ll to the bigger buyer in Nepalpunj or Eathmandun 5o, I will be forced fo
zall at lower price.

Investment 5o far
This iz done by me and pry family in our famiby farm.

I have not taken any sorf of grapt. Don't koow if they are avadable Fortonately, I
didn’t have i take amy loan for this.

The cost so far is 120000 for s==d of aatiz. a lot of hard work as T had to 20 to the forest
to get the chiraito plaots.

I meed to regolarty tend fo the plants, so that they are not eaten by the weed
Aiarket lmowledze
I harwe mot started looking into that area.

I have stared the farm based omn the price people are gefiing for the herbs that they
collect from the forest. T myself uzed to collect and s2ll, so I have some idsas of what
the market looks like for wald herbs, tut not necessanly fior the fammed opes.

Challenges and expectations

Diom't really kpow if the soil &5 geod for the MAPs, and if there s enough water

SWOT Analysis for Essential Oil Production in Mustang and Mugu region 6.2
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Most of the herbs exported from Nepal are endemic to Mustang and Mugu. The following SWOT
Analysis summarizes the current scenario of MAPs and essential oil trade in Mustang and Mugu.
The analysis was done on the basis of field study for feasibility analysis, focus group discussions
with multi-stakeholders in the value chain, literature research, and archived local data from Mugu
and Mustang.

9 STRENCGTHS WEAKNESSES
MAPs in high clevation could have higher level

of active ingredients and secondary metebolites

*  Low awareness and education level in the region

with medicinal [:IIIJ]:II:F_[[m *  Low technical capability and most youth migrate
*  Asailability ol large biodiversity and some plants away

are unique o the rezion +  Lack of knowledge and exposure of international
*  Many locals have knowledge about medicinal markets edg

plants Weak Mol i ol
*  There are several farmers’ cooperatives and I ot mgdnsﬂ- palizeto IO

wWomen's geoups already prézent in the region .

S Less eultrvable land in Himalayan region
that are working in MAP3 related trade and

husinzss
*  Mustang and Mugn are well known among

international wurists

[ —

OFFORTUNITIES
sseatial oil production is not precticed in

region, so there is very low competition
*  Prospects of contract farming and buy hack

~

THREATS o

*  Endangered species dus o unconcrolled
pickinp and deforasarion

guararies *  Hard to provide large quantities

v Collaction of MAPs from the wild is practiced, so -:I-:.manl:lp e =
there are prospects of international level organic «  Hard w inrroduce sophisticared technolopy
certificarion i prarion i ' jon becau

v Irernational appeal for Himalayan berbs is bigh g}mmfgit E@mﬁ e *

v Gradual global shift from crude’ row o processad
products like esseatial oils

*  Public-Private-Partnerships possibilities

*  Increased size of MAPs trade pie

v Increasing government and donor SUppart

* Wild rypes of plants may not have sucocss
in cultivation

Figure 6.2. SWOT Analysis of MAPs and Essential Oils in Nepal
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7 BUSINESS PLAN TEMPLATE FOR PRODUCTION OF MAPS ESSENTIAL OIL

This template can be utilized or modified based on the types of products, scale of production, and
many other factors in a specific business.

Business Profile and Summary

Site Study For Probability Analysis of Establishment and Promotion of Distillation
Plant in Collaboration with Local Concerned Authorities for Production of Aromatic

Oil in Mugu And Mustang

Goals

e Add value to MAPs in Mustang and Mugu production of MAPs essential oil to maximize the
return from MAPs cultivation and collection e Establish MAPs essential oil distillation plant in
Mustang and Mugu in collaboration with local authorities

e Expand national and international distribution network of MAPs essential oi
e Increase awareness about MAPs from himalayan region
Objectives

e Promote MAPs essential oil production via distillation in Mustang and Mugu in an organized and
economically sustainable manner

e Access international market for MAPs essential oil

e Determine the costs and returns associated with production of MAPs essential oil using steam
distillation unit

e Obtain competitive price of products in the international market

e Expand distribution network to include organic certified products’ stores and international market

7.1 Business Plan for Essential oil Production from Wild MAPs Harvest
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7.1.1 Income and Expense Report for Wild Timur Seeds (fruit), Wild Timur Essential Oil,
and Wild Rhododendron essential oil

Business plan preparation date: dd/mm/yyyy
A Basic Information:

1. Entrepreneur’s name:

2. Age

3. Sex:

4. Name of business:

5. Address:

B Market and Production Plan:

B1. Brief description about products/services:

Installation of distillation unit for the production of essential oil from wild timur and wild
rhododendron from Mustang and Mugu region

Production scale: scale- at least 5-10 tonnes per year (small and medium enterprises)

B2. Major market centre (current and target):

haat bazaar, district headquarters, Kathmandu, india, terai region, international market (target)

B3. Types of customers: (important for developing market strategy for individual entrepreneur)

All general households at market, small shops/retailers, middlemen.
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B4. Products or service in comparison with competitors:

Nameof | oo me of Quality m
— on ST
fuct Competitors with
Competitors
Very simpla
. o none
Orthier Wild variabls, . Local
fiomr | mean=NEs. | SO0A-I | (RISt B | g omen
| line with or plastic -
Ti collectors, | 70-150%kg - : . natiomal
— highvolume | in line with cemiamar regiomal
tomr | omer | PR | peciEmE- | g gy
- - in local in
e | T | [ e | e
TEEMnE producers in
local arsa
. Very simpls
variahls,
{anh_:-:_al =NEs. | Good—in 10 nope Local
Timar | bghvoiume | o om0 | YR | comainers | natioml
“’:t“' HEEACRTS | o with | producers | Dooosme— | repiondl
in terai 4 in local in line with h.;dFIMd
region and . other traders,
kathmangy | PTOCNCEI | MR grogucersin | indian traders
local area
Low local . Very simpls
5t variable, Local
high volume | D2 =1Rs. | Good—in Eﬁ T
Fohodod hododend 1000 - line with = natiomal/
endron 1 traders 20000kE - in oiher e =
fromn Eilly . in ins with | maders, road
= and I other | head maders
hmalayan FHI::]IEE"*'E e producers in | indian traders
region = local area
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B5. Market target in unit or price (monthly or annually) (note: very important here to set a target!)

Sales price varies over the year; data below based on mean annual selling price, see B4 above

Target for lower Mustang region and Mugu

Timur seeds: 6000 kg of timur seeds/ years @NRs. 100 per kg = NRs 600000

Timur essential oil: 240kg essential oil (4% yield from 6000kg seeds) /year @NRs. 5500 per kg

= NRs 1320000

Rhododendron essential oil: 120kg essential oil (2% yield from 6000kg flowers) /year @NRSs.

10000 per kg = NRs 1320000

B6. Required fixed capital (machines/ tools/furniture fixture)

£ Fized capital

1 55 wet steam
distillation wnat

2 Facility to  keep
distillation umit

(commmmty owned)
3 Storage Center

(commmunity owned)

4 water tank (1000L)
3 welghimg balance
6 Bucket and jug

7 HDPE containers
2 Furmitures

Total capital investment

Quantity | Rate per unit
1 umt - 1000000
1000L

capacity
1 100000
1 50000
1 15000
1 4000
2 each 500 per set
+ 1000

For MAP: collection withowt
additional processing

Essential oil production onlv

NB. Depreciation is a fixed capital cost

Total Amount
(NEs=.)
1000000

100000

50000

13000
4000
1000
4000
10000
63000

1184000
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B7. Depreciation over 3 years

# | Name of fized Tofal | Depreciation | Depreciation | Femarks
capital Amoun = rate (%) amount (NRs.)
t
(NEs.)
1 S5 wet steam | 100000 1054 100000 For essential
distillation umit 0 oil  project
only
1 | Facility to keep | 100000 105 10000 For essential
distillation  umit oil  project
(communiry only
owmed)
3 | Stomge Center | 50000 105 5000
(Commumiry
owned)
4 | water tank | 15000 1054 1500 For essential
(1000L) oll  project
only
3 | weishmg balance | 2000 1054 400
6 | Bucketand jug 1000 1054 104
7 HDPE containers | 4000 105 40 For essential
oll  project
only
g | Fumshares 10000 1054 1000
- Depreciation in first vear | For MAP: collection 5000
Processing
Essential oil 116,200
production enly

NB. Depreciation is a fixed capital cost
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C. Expenses Plan
C1. Calculation of raw materials (monthly/annually)

= Description  of Quantity Rate per unit Total Remarks

raw materials (NRs.)

Total Annual cost of inputs

C2. Human Resource cost for wage and salary — one-off and recurring

7 Description Number Daily wage
of person (NRs.)
days
1 Wild collection and 300 300

drying labor

[ ]

Labor required for 50 350
distillation

Total annual wage bill (first year only)

C3. Other costs (including overheads)

# Description Quantity price/unit

1 Cost of land — rent 12 months | 1500 per month
equivalent

2 fuel

Some of
the raw
materials
are
already
mentione
d in other

sections

Annual wage or

salary (NRs.)

20000

17500

107.500

Annual Expenses
(NRs.)
18000

40000
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Transportation of 6000kg 2000 per 100kg 120000
timur fruit to main
market
Transportation of 240kg 2000 per 100kg 4800
essential o1l to main
market
TOTAL For MAPs collection without 138,000
additional processing
Essential oil production only 62,800
D. Financial Plan
D1. Calculation of per unit cost and selling price
Annual Cost (NRs.)
Description Wild | Wild Timur Wild Remarks
timur | essential oil | Rhododendro
(4% vield) | n essential oil
(2% vield)
Cost of raw materials 0 0
(C1)
Cost of Human 90000 107,500 107.500
Resource (C2)
Other costs (1nc. 138,000 31400 31400
overheads) (C3)

Depreciation (B7) 5,000 58450 58450 assuming at least
two types of MAPs
depreciation can be

drvided by the
types of products (2
types in this case)
Inferest ] 0 0
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Total anmual cost 233000 197350 197350
Per kg cost 39 322 1645 (total annual
cost/annual market
targef)
Profit Margin (rough 68% 85% 84%
estimate)
Target selling NEs NEs NEs 10000/kg
price of essential o1l 90/kg 5500/kg
(INRs) per kg
Description Required davs | Amount
for calculation | (NRs.)
Raw matetials stock 0
Stock of semi-process 0
goods
Stock 0
Credit facility 0
Cash for overhead I]
cost management
Total (NRs) 0
D3. Calculation of total capital
# Description Wild | Wild Timur Wild Remarks
fimur | essential 0il = Rhododendron
(4% yield) essential oil (2%
vield)
1 Total fixed 65,000 11840000 Same unit
capital (B6) can be used
for mmltiple
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D4. Source of capital

# Description Wild Wild Timur Rhododendron
fimur essenftial oil (4% | essential oil (2%
vield) vield)
1 Equity — self 65,000 11840000
mvestment (D3)
2 Loan 0 Bank, saving
credit group,
relatives
Total (NEs.) 65,000 11840000
D5. Calculation of profit and loss
Amount (NEs.)
# Description Wild Wild Timur Wild
timur essential oil (4% Fhododendron
vield) essential oil (2%
vield)
1 Income from total 600000 1320000 1200000
sales
(market target*selling
price)
2 Deduction of total expenses
a Cost of raw materials 0 0 0
(D1 line 1)
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D6 Return on investment (Rol): Net profit *100
Total Investment

Return of Investment Net profit Total investment ROI
(ROI)
Wild rimur 367.000 233000 157
Wild Timur essential oil | 1.122.650 197350 569
(4% vield)
Ehododendron essential | 1.002,650 197350 508

oil (2% vield)

Note: Packaging and labeling is not included in the budget since it may vary significantlybased
on the target market and other marketing and branding strategy.

D7 Conclusion:

In this section, income and investment plan was prepared to analyse the feasibility of establishing
essential oil plant in Mustang and Mugu region. The high value MAPs wild timur and wild
rhododendron were selected for the analysis. This study was performed for 3000 kg of wild MAPs
collected from the region. According to this feasibility analysis, establishment of distillation plant
for the production of essential oil from MAPs is feasible and highly profitable with more than 80%
profit margin in essential oil production when only two types of MAPs, wild timur and wild
rhododendron are produced. The return of investment was also found to be more than 500% in
essential oil production of these MAPs. We also analyzed the financial implication of value
addition to wild timur seeds by making wild timur essential oil. The profit margin increased from
68% (wild timur seeds) to 85% (wild timur oil) and similarly, return of investment increased from
157%(wild timur seeds) to 569% (wild timur oil) after value addition. This business plan template
is based on the data obtained from the village development committee, MAPs collector, traders
and farmers, MAPs conservation authorities, and market study. The investment and infrastructure
required for MAPs distillation is not too high (~30-50 lakhs for 3000 - 5000 kg capacity distillation
unit set up) compared to huge return and possibility for growth and diversification of MAPSs being
processed. If different types of MAPs essential oils are commercially produced then there is even
more possibility for higher return and higher profit margin. Additionally, the target pricing in the
template is determined based on domestic market. The value of these products can be much higher
in international market if the niche market is targeted that focuses on MAPs only available in
himalayan region with unique secondary metabolites with high medicinal properties.

55



8 QUALITY ASSURANCE AND CERTIFICATIONS OF MAPS ESSENTIAL OIL
8.1 The need for quality assurance

There is a huge demand for medicinal and aromatic plants (MAPS) and products worldwide for
use in medicines, cosmetics, foods, and fragrances. To compensate for this demand, MAPs are
imported exported from one country to the other worldwide. With increasing awareness and safety
concerns of consumers, the quality protocols for MAPs products are becoming increasingly
stringent and specific. The quality standards for MAPs are most demanding in the US, Europe,
and Canada who are also the top importers of MAPs-related products. Therefore, it is absolutely
necessary to ensure good quality of MAPs being produced and sold, especially in these
international markets. Different plants of different physical and chemical properties that can be
tested in a well managed laboratory with high accuracy. These components dictate and indicate
the nutritional value, medical efficacy, and aromatic properties of MAPs. Thus, analysing the
chemical and physical properties of MAPs is important to identify the authenticity, adulteration
possibilities, improper storage damage, presence of harmful chemicals compounds, and gquantity
of useful chemical constituents.

Currently, Nepal is in the preliminary stages in terms of quality assurance of MAPs compared to
international standards. For Nepal to be competitive in the international MAPs market, the quality
regulations and laboratory facilities for testing has to be upgraded to be in par with international
code and standards.

8.2 International market quality standards and requirements

International buyers increasingly require compliance with international standard under the WTO’s
Sanitary and Phytosanitary Measures (SPS) Agreement. SPS agreement is consistent with the
standards and guidelines of the FAO and WHO with respect to food additives, pesticide residues,
contaminants, hygienic practices and methods of analysis and sampling for harmonizing
international rules in this field of trade. The main reason for the popularity of SPS compliance
among buyers is because World Trade organization (WTQO) encourages member countries to use
internationally harmonized standards as a basis for their SPS measures in order to reduce
distortions in market access. All major MAPs importers like the USA, EU, require all herbal
products including essential oils to be made under the Good Manufacturing Practice (GMP) code
developed by WHO. The GMP code is an internationally harmonized system for assuring quality
and sanitary standards in trade related to medicinal products.!*?

8.2.1 Domestic standards

To ensure domestic standards of MAPs essential oil in Nepal, some of the government regulatory
bodies like Ministry of Forest and Soil Conservation, Government of Nepal, and Department of
Plant Resources (DPR) have set some key technical regulations. While it is an important step to
ensure quality of MAPs essential oil, the standards set by these regulatory bodies are not in par
with the international SPS or GMP standards and lack adequate infrastructure to certify per
international code. Therefore, it becomes very difficult or impossible for MAPs producers and

56



traders to be competitive in national and international market by assuring high quality MAPs
products.[*?

Table 8.1. Key physical and chemical properties of essential oils tested for quality assurance
Organoleptic properties
Appearance
Color
Aroma
Physical properties
Spectfic gravity
Viscosity
Optical rotation
Refractive Index
Chemical properties
Acid number
Ester number
Ester nmmber for acetylation
Solubility
Chemical constituents/ active ingredients
Harmful chemicals

Pesticides

Heavy metals (lead, arsenic, etc)

Persistent organic pollutants (POPs)
8.2.2 Certifications
Certifications of MAPs products ensures that producers have met a set standards and criteria that
are allocated by the certifying body. These standards are generally set by the authorizing body
with health and wellbeing of consumers and sustainability of the environment as a priority.

8.2.3 Benefits of certifications

e Ensure greater access to existing and fast-growing markets
e Help protect the environment from harmful products and processes
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e Helps MAPs producers to receive premium prices for their products
e Support local economies
e Access additional funding and technical assistance programs

8.2.4 Challenges for certifications process in Nepal
The key challenges for international certification process in Nepal are:

Awareness

There is very low level of awareness and information about certifications and their benefits. Even
though there may be awareness about certification, there is not sufficient information about the
process of getting certified.

Process

The certification processes could be very strict and meticulous. It could involve many steps like
training, inspection, and follow-ups, which have to be done within specific deadline and guidelines
to be approved for certification.

Time and Cost
The international certification of products and services can be expensive and time consuming,
since it involves a long process with several steps.

7 A

N

FAIR TRADE
CERTIFIED"

Figure 8.1. Examples of Various Certifications of MAPSs products
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9 KEY FINDINGS, INTERVENTIONS, AND RECOMMENDATIONS TO PROMOTE
MAPS ESSENTIAL OIL PRODUCTION IN MUSTANG AND MUGU REGION

9.1.1 Maximizing the strengths and opportunities & minimizing the weakness and threats

The following interventions (Table 9.1) are recommended to establish distillation plant in
Mustang and Mugu region for the production of essential oil using MAPs in the region. These
recommendations are based on our field study in Mustang and Mugu, the SWOT analysis (Figure
6.2), and the value chain map of key stakeholders, activities, and value propositions (Figure 6.1).

Table 9.1. Recommendations based on the field study in Mustang and Mugu’s MAPs essential
oil SWOT analysis

STRENGTHS HOW TO MAXIMIZE?

» MAPs in high elevation could have higher level of active

P T S B s S S & (Jmality certifications can confirm the level of chemical

properties . - .
- o . components. which will increase the price of the product
* i‘;’iﬁ;ﬁﬂonﬁg’e biodiversity and some plants are unique e Diversity of MAPs can be utilized by producing their essential

oil to be unique in the market and also to serve larger range of
customers

Already existing commumnity groups can be mobilized easily
Populanty of Mustang and Mugu can be leveraged while
marketing to international customers and entering new markets

& Many locals have knowledge about medicinal plants

® There are several farmers” cooperatives and women's groups
already present in the region that are working in MAPs
related trade and business

o Mustang and Mugu are well known among intemational
tourists

OPPORTUNITIES

Essential oil production is not practiced in the region. so
there is very low competition

# Prospects of contract farming and buy back guarantee
# Collection of MAPs from the wild is practiced, so there are

prospects of international level organic certification

# [International appeal for Himalayan herbs 1s high
o Gradual global shift from crude’ raw to processed products

like essential oils

» Public-Private-Partnerships possibilifies
o Increased size of MAPs trade pie
e Increasing government and donor support

HOW TO EXPLOIT?

Set up distillation unit in the region and form a cooperative of
MAPs collectors and farmers to collect the necessary MAPs
(Get organic and natural certification of essential oil produced
from wild grown MAPs

Register geographical indication to promote essential oil from
Mustang and Mugu

Involve local authorities and other local stakeholders involved in
the MAPs value chain to strengthen the value chain and make it

a sustainable enterprise

Collaborate with government and NGOs for funding to support

the enterprise
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THREATS

HOW TO COUNTER?

Endangered species due to uncontrolled picking and
deforestation

Hard to provide large quantities per demand

Hard to introduce sophisticated technology in cultivation in
mountain region because of mostly sloped land

Wild types of plants may not have success in culfivation

Formulate and implement sustainable strategy for wild
collection based on growth and harvest cycle of each plant
species

Exercise hybrid strategy for MAPs collection by promoting both
sustainable cultivation and wild collection of MAPs

Establish seed banks. and research and development nurseries,
to preserve the seeds and plantlets and to study the potential of
growing various plant species in the selected culfivation areas

WEAEKNESSES

HOW TO MINIMIZE?

Low awareness and education level in the region

Low technical capability and most youth migrate away
Lack of knowledge and exposure of international markets
Weak govt. policies to ensure international standards
Less cultivable land in Himalayan region

Provide trainings and workshops to provide information about
benefits of value addition to MAPs by producing essential oils

® Train the locals to maintain and operate steam distillation plants

Advocate fo create government policies to create quality
regulations and quality assurance per infemational standards
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9.2 Recommendations for Interventions

9.2.1 Technical Support for Cultivation, and Harvest/ Collection, and District-level
Infrastructure Support for Proper Storage Hubs

Proper technical trainings and consultations should be conducted to avoid loss due to lack of timely
technical information. Some of the criteria for cultivation are - good quality seeds, soil testing,
plant care details, etc. Seeds play a vital role to determine the quality of the final product/plant.
Therefore, it is necessary to support a local seed back through farming cooperatives or public-
private partnerships (see below). Before harvesting MAPs, it is necessary to understand the harvest
cycle of the plants and equipments necessary to harvest or collect the plants as well. MAPs in the
Himalayan region are mostly collected in the wild, so sustainable procedure for collection is vital
to ensure timely re-growth and availability. Storage of the harvested/ collected products is
important to prevent microbiological contamination, avoid spoilage, and to increase the shelf life
of the product. The storage conditions may differ based on the forms of the MAPs raw or
processed. Establishment of a district level storage area/hubs where the MAPs products’ can be
properly stored will reduce the cost and hassle for the individual and cooperative farmers/collectors
alike.

9.2.2 Engaging local authorities as key collaborators in MAPs collection, cultivation, and
distillation process

A large number of local community people in Mustang and Mugu are engaged in the collection of
MAPs for their livelihood. Therefore, formulation of proper legal procedures for MAPs and
essential oils can contribute immensely to the upliftment of the socio-economic status of the local
community as well as towards prevention of over exploitation of natural herbs.

In this context, local authorities can be key collaborators in MAPs’ wild harvesting, storage,
processing and for also organised cultivation for MAPSs. In Mustang and Mugu, it is seen that there
is a strong influence of authoritative individuals such as the Mukhiya in the community and their
suggestions have been passed down from generation to generation usually through oral
communication. Also, strong cultural ties and co-operation between members of the Thakali
community in Mustang provides another advantage of involving a significant proportion of the
local workforce in MAPs. Similarly, organizations like Aama Samuha and Women’s Cooperatives
that have a strong influence on the day-to-day social affairs can also be taken into consideration
while involving the local community.

Furthermore, the Annapurna Conservation Area Project (ACAP) office is another equally
important potential collaborator. The officials are treated with respect and their suggestions are
received positively in the society. Therefore, the ACAP can play a significant role in helping
people understand the scope of medicinal plant processing in Mustang and Mugu and thus
encouraging participation in that sector.
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A very good example is set by Dabur Nepal’s “Agarkara Seed Bank” in Mustang

Vi 4
Figure 9.1. Agarkara Farming in Marpha, Mustang

Case Study#3: Engaging Local Community and Authorities for MAPs farming
Dabur Nepal
Farm: Marpha, Mustang
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Purpose: Seed banks and plantlets growth of Agarkara
Manager: Mr. Lal Mani Pokharel

Dabur Nepal has firmly placed itself on the ground in Mustang for the last 17 years. It has been
cultivating Agarkara plants for seed generation and collects almost 2.5 tonnes of seed per season
in ~16-20 ropani land from Mustang. Initially seeds were collected from India for Agarkara
farming in terai region. Dabur attempted to cultivate Agarkara in various parts of Nepal for seeds,
and finally was successful in getting high quality seeds in Mustang. Due to cold climatic conditions
of himalayan range, Agarkara farming fits well in Mustang and also has a very common farming
procedures like other crops. Collected seeds are transported to Birgunj, Nepal for cultivation of
Agarkara plants and further processing.

“Anacyclus pyrethrum Pennel, Agarkara, is a perennial plant and its root is widely used as
medicinal purpose. The extracts of Agarkara root has medicinal properties and is used as one of
the constituents of Chyawanprash, cough syrup, paste etc.” Dabur Nepal has involved the local
authority, Mukhiya of Marpha, Mustang Mr. James Hirachan as a local coordination and
consultation point. Hirachan also owns his own Marpha “Apple Whiskey” distillery as well and is
actively involved in other community activities. Agarkara cultivation and seed bank provides
employment opportunities to local community throughout the year for activities like land
preparation, cultivation, seed processing and storage. This has improved and diversified incomes
for vulnerable and marginalised people in the community and also sustainable farming.

Figure 9.3. Dried Agarkara seeds collected from the farm to be transported to Dabur farm in
Birgung innovative approaches in region like Mustang and Mugu where most of the people have
very low appetite to taking risks and starting new activities due to various socio-cultural and
economic reasons.

o B N
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9.2.3 Technical and Infrastructure Support for Processing of Medicinal Plants

Processing of MAPs is key to advancing and being competitive in the MAPs trade. There is very
limited technical knowledge and support in MAPS processing in Mustang and Mugu region. While
there have been several efforts, very minimal progress is observed. Currently, essential oils
distillation is not being practiced in Mustang and Mugu region, but there is prospect to establish
MAPs distillation plants in the region. The distillation plants should be located selected areas with
easy road access for transport of raw and processed materials.

The area should also have fuel/energy source. The cost of distillation plants can range from 10
lakhs to more than 60 lakhs based on the type, model, capacity, etc. In the initial stage, medium-
scale distillation until should be installed in a central location as a pilot project to further
understand the possible limitations and opportunities for improvement. After several iterations, the
model should be replicated with local context in project design. Import and Installation of new
technologies should be complemented by proper training to generate skilled and knowledgeable
human resource in the region and country.

9.2.4 Quality Assurance and Certifications to Ensure International Trade Standards for
Export

Good quality and consistency are absolutely necessary to be competitive in the international MAPs
trade arena. The consumers of MAPs and essential oil are specially very aware and conscious
about the quality of the product. The quality of the product can be discussed under two main
categories from an international trade perspective- related to food safety, human, animal or plant
health, and related to methods involved in processing and production of the product. In case of
essential oils and MAPs, the quality criteria are even more stringent since these are use in preparing
products like medicine, edibles, cosmetics, where consumers are directly in contact to the product.
Quality assurance (QA) and certification also adds value to the product in international market.
The importers like USA and several countries of Europe, are willing to invest significantly higher
value for the product that have international level QA or certifications. In fact, some of them do
not entertain products that do not meet specific quality criteria. Department of Plant Resources
(DPR), Ministry of Forest and Soil Conservation, Government of Nepal, is the central agency
authorized to issue quality certification, except for organic certification, of MAPs and essential
oils of Nepal. However, DPR is not fully equipped and capable of certifying quality of products
other than CITES certification (chemical composition and packaging). Government should invest
on such institutions to fully equip them with necessary instruments for thorough international level
analyses of MAPs.
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9.2.5 Marketing, Branding, and Pricing Awareness and Training to Increase

Competitiveness and Add Value

Highlighting the elements of rich indigenous knowledge in promoting the products from Mustang,
Mugu and other Himalayan region of Nepal could one of the key branding strategies to attract
international market and gain competitive advantage over other similar products. The farmers,
collectors, local traders, and other individuals in the MAPs supply value chain should be aware of
business strategies like marketing, branding, and pricing so that they can gain higher value by
implementing these strategies per their need and interest.

Business awareness also prevents random price fluctuations in the market, where
farmers/collectors, who are at the bottom of the value chain, are misled and poorly paid for their
products. Proper packaging and labeling also supports value addition and assure quality
consistency over longer period of time. The farmers are collectors are not getting fair price for
their products where lack of market awareness and marketing trainings are two major factors for
their halted growth. Thus, marketing related trainings should be provided to them. They also need
to be connected to the market, but only connecting to market without awareness only leads to
ultimate failure to enter, capture, and flourish in the market.

9.2.6 Research and Development for Conservation, Sustainability and Advancement

Prioritization of research and development in different areas favouring advanced instruments,
methodologies and modern technology in medicinal plants research laboratories, technology
development for the production of herbal products, standardization and quality assurance of
medicinal plants and plant products is recommended. Since Mustang and Mugu has so much
potential in terms of medicinal herbs and their value added products, very few are in practice while
others herb resources are still unexplored which calls for the alarming need for R&D and adequate
budget allocations depending on priority sectors. Easy accessibility of website or databank sharing
research outcomes/information among public private institutions at least within Nepal is
recommended. The attractive scientific and financial incentives for people working in MAPs is a
necessity of current scenario in order to generate good revenue form high value processed
products.

9.2.7 Biobank establishment (herbs nursery for conservation and cultivation) to Guarantee
Better/ Advanced Quality Seeds and Plantlets

Biobanks can be a huge reservoir for conservation of species that are in the verge of extinction and
as a repository of high value medicinal plants, The biobank can be of plantlets, seeds or roots.
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Policy level interventions are necessary in Mustang and Mugu which are botanical resources of
high value plants. In order to conserve, sustainable cultivation and utilization of herbs biobank can
be a useful database for researchers, organizations involved in MAPs, students, traders, farmers,
concerned individuals, and investors in Nepal and beyond.

9.2.8 Industrialization and Intellectual Property Rights (IPR)

There is a need to transform and enhance value creation of herbal sector through technology and
processing methodologies by capitalizing on the strength of MAPs in order to commercialize
discoveries in natural products so as to promote the position of Nepal in bio-generic as well as
industrial market. It is recommended to build the processing plants in potential areas of Mustang
and Mugu as well as develop technical resource capabilities in line with market need through
special policies, schemes, programs and trainings.

Development of infrastructure by applying competitive “field to market” incentives and fundings
to promote committed participations of locals, experts, researchers, private sector, stakeholders
and government-linked companies is recommended.

Strong policies to create an enabling environment through continuous revenues of country’s
framework and procedure in line with global standards and best practices is recommended. The
clear understanding of the access and benefit sharing of natural herbs, conservation, sustainable
utilization, indigenous knowledge protection and information sharing should be at policy level.
There is also a need for development of protocol and a strong intellectual property regime to
support research and development and commercialization efforts.

9.2.9 Formulation and Implementation of Government Trade Policies

Trade policies specific to the region have to be formulated to create an environment conducive to
socio-economic growth in the region. In the case of Mustang and Mugu, both the regions are
protected as conservation areas to prevent uncontrolled and illegal trade of MAPs. However, if the
conservation policies are not in alignment with the trade policies then it can pose economic threat
to the region by disabling the optimal use and trade of resources in the region. Policies should be
formulated such that sustainable harvest and collection of MAPs is promoted, instead of being
completely stopped. Since it is a highly sensitive and debated topic, the policies should include the
recommendations of not just the experts, but also the locals who have to follow the policy rules
and regulations, if implemented. Another challenge is that of having proper policies in place, but
lacking implementation. Different stakeholders like local community leaders, conservation
organizations like ACAP, and government should also be involved to bring policy to
implementation.
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11 SUPPLEMENTARY DATA
Field Group Discussion (FGD) Questionnaires
MUSTANG/MUGU

FGD/ interview with farmers/ traders/ cooperative (MAPs: Medicinal and Aromatic plants-
ayurvedic tatha sugandhit jadibuti)

Objectives:

* Plants being cultivated

» Cultivation methods

» Scale of production

* Processing methods and scale

» Trading Mechanism

 Raw or value added form?

» Livelihood

» Challenges

Questions:

1) Plants being cultivated

a) Different aromatic plants types
b) Are there any major preferential plants for cultivation and why?

¢) According to you which aromatic plants has high commercial value.
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d) Are there certain plants that are harder or more risky to cultivate than others?

e) Where do you bring the seeds or plantlets from? Is the source uniform every year?

f) Types of land suitable for MAPs cultivation?

2) Cultivation methods

a) Existing methods of cultivating,harvesting, collection and storage

b) Seasonal cultivation or not

c) Major constraints faced while cultivation

d) How long have you been practicing the same techniques

e) Is there any cultivation training programs for local farmers?

f) Any advanced technology introduced to mitigate management interventions?

g) Water source? Irrigation methods?

h) Collection model vs individual sellers model?

3) Scale of production

a) Individual farming scale vs cooperative farming scale

b) Annual production rates (in kg) of different aromatic plants

c) Is plant production consistent, increased or decreased in last 5 years?

4) Processing methods and scale

a) What is the final form before trading?

b) Based on the form what are the processing methods?
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c) In case of aromatic oils, are there further steps after distillation?
d) What happens to the by-products after the oil distillation process?
e) What types of distillation plants do you use?

f) What is the capacity (in kg)?

g) How much did it cost? Where did you bring it from? Which year did you get it? (Make, Year,
Company, number of vessels, coolers, heating process, general cost for fuel per round of
distillation, water supply)

h) Do you share the distillation unit with other farmers?

i) How much is the vessel used? Hours per cycle of distillation?
j) Human resource involved in the process?

k) Are the HR/ technicians/farmers trained?

I) Maintenance process and cost?

5) Trading Mechanism

a) Do you trade directly or do you supply these to other traders?
b) Where do you take these products?

¢) Who are the biggest buyers?

d) How many middlemen are there in the trading process?

e) How much do you get per kg?

) Does the price fluctuate? What are some of the factors for fluctuation of price as pointed by the
buyers?
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6) Raw or value added form? Branding/ Marketing?

a) Are the oils further refined?

b) Are the oils sold in bulk or are branded before selling?

c) Have you received trainings for marketing/ branding/ value add?
d) Do you have some ideas for value add?

7) Livelihood?

a) Has MAPs cultivation and distillation increased your income?

b) When did you get the return of investment and started getting profit?
c¢) Do you plan on continuing or scaling up MAPs cultivation?

d) Do you plan to diversify the crop types?

e) How Socio-economic aspect of cultivating MAPs affects your life?
8) Multi stakeholder engagement?

a) What kinds of support have you gotten from external stakeholders?
i) Government

i) Private sector

iii) NGOs/ INGOs

9) Challenges

a) What are some of your challenges?

b) Any challenges in these specific areas?
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i) Access to Market

ii) Risks related to farming and harvesting?
iii) Yield fluctuation

iv) Price fluctuation

v) Social challenges

vi) Access to Finance?

vii) Climatic/Seasonal/year-to-year changes?
viii) Lack of skilled Human resource?

iX) Technical challenges- crop selection, technology used, distillation
X) Business acumen

Xxi) Storage

xii) Lack of experts for utilizing available technology?
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FGD Quesionnaires translated to Nepali
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Sorvey Form
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M4 Pr Production in Mustmmg and Mugu

Eesearch Area: Lower Mustang

Table 11.1. Micro forest producton sitoation and total quamtty ready to export data (2011-

201
VIDC- Jomsom
Species Appros Lamnd Producton Present stock | Todal
density per | ecoupied area callecton
5010 Cuaniity
Yarshagomba | 0205 1 33 Bkzhec 33.5kg
Dialecimk 1.57 3 115 gram | 430 kg 'hec 350kzhec
(Hippophaesali fnaits
cifinlia)
Sunpati 3325 137 75% of land
(Fhodndendro area  and
o apthopezoo) productivity
Total a0l

Todal land area 18420 hec, Possible avallability for herts m 801 hec

Source: ACAR
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Table 11.2. Micro forest prodocton siniation and total goantity ready o export data{2011-

2012) VDC- Kobang

Species Approz Land Frodoction Prezent Total
density per occapied stock collection
5.m ares Qmaniity
Yarshapumba | 0.03 1170 00625 kg |0.0625 kg
250 piece'hac | 250
piscahac
Dalechuk 0.165(35% |40 115 pram | 100 kg'hec Tikghec
(Hippophaesa | immaturs, fnuifs
licifolia) 354
healthy)
Sunpati 325 238 75% of land
(Bhododendr area  and
on prohactivity
anthopezon)
Lauth  salla | 0.02 327 T00kz'hec 264kp'hec
(Tawas
Wallickiana)
Afis 0.56 138 15zm dry | 100kghec 50kzhec
(Aconium tabar
bieterophy]in
Total 2015

Todal land area 5015 hec, Possible availability for herbs in 3015 hec

Source; ACAR
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Table 11.3. Micro forest producton sitnation and total quantity ready to export data (2011-

2012) VDC- Late

Speries Approx Land Production FPresent Total
density per | occupled stock collection
5g.m area Quaniity
Yarshapomba | 0.03 315 00525 kg |0.062F kg
250 piecehec | 250
pieca’hec
Dalechuk 1.57 160 115 gram | 430 kg'hec 337 5kghec
(Hippophaesal fnaits
icifolia.)
Sunpati 3325 171 75% of land
(Ehododendro area and
o apthopoegon) productivity
Lauth  salla [ .03 67 1000kpher | 3530kz'hec
i Tamus
Wallichiana)
Afs 1.75 31l 15zm dry | 250 Ez'hec 2Mkg'hec
(Aconifum bobar
beterophylim)
Total 1044

Total land area 5080 hec, Possible availability for herbs in 1044 hec

Source 4CAD

82



Table 11.4. Micro forest production sintation and total guantiy ready to export daa{2011-

2013 VDC- Tokoche

Species Approz Land Froduoction Present Total
density per occupied stock collection
5.m area Quantity
Yarshagomb | 0.03 206 0.0625kg  or | 0.0625ke or
a 0 peecehec | 250
piscahec
Calechmk 1.57 56 113 gram | 430 kz'hec 338 5kphec
(Hippophass fnits
Sunpati 325 03 75% of land
(Bhododend ar=a  and
ron proshuctivity
anthopogomn)
Tozal 1085

Total land area 1225 4 hec, Possible avaiability for herbs in 1065 hec

Source: ACAPR
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Table 11.5. Micro forest producton situation and total goantity ready o export data(2011-

2012) VDC- Knnjo

Species Approz Lamd Produchon/ Present Taotal
demsity per oocapied Flant (green stock collection
5q.m area Weight]) Juantity
Yarshagumb | 0.03 40 00625 ke |0.062F kg
a 1530 piece'hec | 250
piecahar
Dalecimk 1.25 18 115 gram | 400 kg'hec 300kg'hec
(Hippophass fruits
Sunpati 3325 M 75% of land
(Fhododend ares  and
ron prochuciivaty
anthopogon)
Lauch salla | 032 i 1300kghec | 405kghec
(Tamas
Wallichiana)
Atis 1.58 111 15gm dry | 230 kg'hec 200kghec
(Aconitum tabar
hiteraphyll
o)
Total 587

Total land area 7599 hec, Possi

Souroe ACAR

ole availability for herbs in 387 bec
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Selected Field Research Pictures from Mustang and Mugu
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Figure 11.1. In front of ACAP office, Jomsom, Mustang after informational interiews and
data collection
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Figure 112. Dr T:ampa Ngawang Gurung, an internationally renowned Amchi from
Jomsom, Mustang

Figure 11.3. Dr. Tsampa Nzawang Gurung's MAPs farm in Mustang

86



Figure 11.4. Interviewmgz Mr. Chandra Gauchan in Mustang

Mustanz

Figure 11.5. Mr Chandra Gauchan's greenhouse nursery in Gunjo,

87



Figure 11.7. Visiting research site for FGDs and stakeholder interviews in Muzu
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Figure 11 8. Gamghadi Dismict Headquarter in Musu
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FGD Qwesionnarres translared fo Nepal

T Mugu
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Uses For Wintergreen Essential Oil

Arthritic Pain
Bone Pain

Bone Spurs
Cartilage Injury
Menstrual Cramps
Kidney Problems
Lower Back Pain
Stomachache
Muscle Pain
Headache

Joint Pain
Dandruff

Government of Nepal
Ministry of Industry, Commerce and Supplies

Trade and Export Promotion Centre
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https://www.tepc.gov.np/

