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Value chain finance refers to financial products and services that flow to or through any point in a value chain in order to increase returns on investment and growth and competitiveness of that value chain. Whereas value chain finance transactions are not new (production finance could be considered “value chain finance”) the emphasis on improving finance at one point in the value chain to increase the competitiveness of the entire value chain is a relatively recent development. In Nepal, value chain finance is referred and understood as formal access to financial services by financial intermediaries and institutions supporting different actors present in the value chain. This differs somewhat from value chain finance as it is discussed in formal value chain finance research papers, and practiced in various other countries, which focuses more on intra–finance (lending) between actors in a given value chain. 
This paper looks at gaps in value chain financing in Nepal from a practitioner’s view point, with a focus on agricultural value chains. It explores how identifying relationships along the value chain, mitigating constraints, exploiting opportunities for value chain finance, and exploring how formal financial institutions can enter the equation can improve the overall effectiveness and efficiency of the value chain. The paper compares value chain finance as it is currently practiced in Nepal with global best practices in an effort to identify areas for improvement in Nepal.
