
i

COST – BENEFIT ANALYSIS OF MILK PRODUCTION

IN KANYAM VDC OF ILAM DISTRICT

A Thesis

Submitted to the Central Department of Economics,

Tribhuvan University, Kirtipur, Kathmandu, Nepal

In Partial Fulfilment of the Requirements for the

Degree of Master of Arts

In

ECONOMICS

By

Hari Prasad Poudel

Roll No: 122/2067

Regd No: 6-1-1-137-2005

Central Department of Economics

Tribhuvan University

Kirtipur, Kathmandu, Nepal

March 2015



ii

Date: 2071/11/04

LETTER OF RECOMMENDATION

This thesis entitled Cost – Benefit Analysis of Milk Production in
Kanyam VDC of Ilam District has been prepared by Mr. Hari Prasad
Poudel under my supervision and guidance in partial fulfilment of the
requirements for the Degree of Master of Arts in Economics. I forward it
with recommendation for approval.

.....................................

Prof. Dr. Sohan Kumar Karna

Central Department of Economics

Tribhuvan University

Kirtipur, Kathmandu, Nepal

Date: 16 February, 2015



iii

Date: 2071/11/19

LETTER OF APPROVAL

We certify that this thesis entitled Cost – Benefit Analysis of Milk
Production in Kanyam VDC of Ilam District submitted by Mr. Hari
Prasad Poudel to the Central Department of Economics, Faculty of
Humanities and Social Sciences, Tribhuvan University, Kirtipur has been
accepted as a partial fulfilment of the requirements for the Degree of
Master of Arts in Economics.

Thesis Committee

…………………………………..

Dr. Ram Prasad Gyanwaly

Head of the Department

..…………………………………

Prof. Dr. R. K. Shah

External Examiner

…………………………………

Prof. Dr. Sohan Kumar Karna

Date: 3 March, 2015 Thesis Supervisor



iv

ACKNOWLEDGEMENTS

I would like to express my sincere gratitude and deep appreciation to Prof. Dr.

Sohan Kumar Karna, Central Department of Economics, Tribhuvan University,

Kirtipur, for his continuous guidance, supervision, encouragement and valuable

suggestions in making this thesis complete on time. I would also like to thank

Dr. Ram Prasad Gyanwaly, Head of the department, Central Department of

Economics, Tribhuvan University for generous encouragement to my research

work.

I would like to express my gratitude and appreciation to all those who provided

me the genuine support to complete this thesis. I am greatly beholden with all

personalities for their respective helps and suggestions. My respectful regards

goes to my honourable father Mr. Tulasi Ram Poudel, mother Mrs. Ganga

Poudel and my whole family for their continuous encouragement in every step

to make my study in present stage.

Thanks go to governmental, non-governmental and VDC office for providing

the required materials. My special thanks go to the farmers of Kanyam VDC

for giving their valuable time and responses during field survey.

I would also like to thank to all my respected teachers and staffs of the Central

Department of Economics. And I would like to express my sincere gratitude to

my friends and relatives Mr. Prakash Godtaula, Nabin Godtaula, Yuba Raj

Poudel, Tej Prasad Pandey, Hari Bhusal, Narayan Neupane, Kamal Raj

Dhungel, Bhuvan Kattel and Bimal Godtaula for their valuable support to

complete my thesis.

Hari Prasad Poudel

Date: 2071/11/20 Kirtipur, Kathmandu



v

TABLE OF CONTENTS

Page No.

LETTER OF RECOMMENDATION i

LETTER OF APPROVAL ii

ACKNOWLEDGEMENTS iii

TABLE OF CONTENTS iv

LIST OF TABLES vii

ACRONYMS viii

CHAPTER I

INTRODUCTION

1.1 Background of the Study 1

1.2 History of Livestock Development of Nepal 2

1.3 Brief Introduction to DDC 3

1.4 Importance of Livestock Farming in Nepal 4

1.5 Economic Significance of Livestock Farming 5

1.6 Statement of the Problem 7

1.7 Objectives of the Study 8

1.8 Significance of the Study 9

1.9 Limitations of the Study 9

CHAPTER II

REVIEW OF LITERATURE

2.1 Theoretical Review 10

2.1.1 At International Level 10

2.1.2 At National Level 13



vi

2.2 Empirical Review 16

2.2.1 At International Level 16

2.2.2 At National Level 19

2.3 Research Gap 23

CHAPTER III

RESEARCH METHODOLOGY

3.1 Introduction to the Study Area 25

3.2 Research Design 26

3.3 Nature and Sources of Data 26

3.4 Population and Sample 26

3.5 Sampling Procedures 27

3.6 Methods of Data Collection 27

3.7 Questionnaire and Interviews 28

3.8 Presentation, Analysis and Interpretation of Data 28

CHAPTER IV

DATA ANALYSIS AND PRESENTATION

4.1 Population and Production of Livestock in Nepal 29

4.1.1 Livestock Population of Nepal 30

4.1.2 Status of Domestic Animals/Fowls Production 33

4.1.3 Milk Production of Nepal 35

4.1.4 Total Production of Milk and Milk Products by DDC 36

4.2 Socio- Economic Characteristics of Milk Producers 37

4.2.1 Ethnic Composition 37

4.2.2 Age of Respondents 38

4.2.3 Family Size of the Sample Households 39



vii

4.2.4 Size of Land Holding 39

4.2.5 Size of Milkable Cattle Stalls of the sampled HH 40

4.3 Milk Collection Centres 41

4.4 Milk Production 41

4.5 Cost of Milk Production 43

4.6 Income from Milkable Livestock 45

4.7 Net Profit 47

4.8 Problems of Dairy Farming 49

4.9 Measures to Solve the Problems of Dairy Farming 49

CHAPTER V

SUMMARY OF FINDINGS, CONCLUSION AND
RECOMMENDATIONS

5.1 Summary of Findings 51

5.2 Conclusion 53

5.3 Recommendations 55

REFERENCES 57

APPENDICES 61



viii

LIST OF TABLES

Table No. Title Page No.

Table 4.1 Livestock Population of Nepal 30

Table 4.2 Description of Animal and Fowls 32

Table 4.3 Production of Animal and Fowls 34

Table 4.4 Number of Milking Cows, Buffaloes and Average

Milk Production 35

Table 4.5 Total Production of Milk and Milk Products by DDC 36

Table 4.6 Ethnic Composition of Sample Household 37

Table 4.7 Age Group of Respondents in the Study Area 38

Table 4.8 Family Size of the Sample Household 39

Table 4.9 Size of Land Holdings in the Study Area 40

Table 4.10 Size of Cow Stalls in the Study Area 40

Table 4.11 Ward-wise Milk Collection Centre of Kanyam VDC 41

Table 4.12 Average Milk Yield According to the Size of Stalls 42

Table 4.13 Cost of Milk Production According to Size of Stalls 43

Table 4.14 Per Day Average Income from Mlkable Cattle 46

Table 4.15 Calculating of Per Day Average Net Profit 48



ix

ACRONYMS

ADB : Agriculture Development Bank

CBS : Central Bureau of Statistics

DAE : Department of Agriculture Extension

DDC : Dairy Development Corporation

DLDAH : Department of Livestock Development and
Animal Health

DLDVS : Department of Livestock Development and
Veterinary Sciences

DLS : Department of Livestock Service

DLSO : District Livestock Service Office

FAO : Food and Agriculture Organization

FY : Fiscal Year

GDP : Gross Domestic Product

HH : Household

IAAS : Institute of Agriculture and Animal Science

KG : Kilogram

MoA : Ministry of Agriculture

MoF : Ministry of Finance

MPCs : Milk Producer Cooperatives

MT : Metric Ton

NARC : National Agriculture Research Council

NDDB : National Dairy Development Board

Rs.                                        : Rupees

SNF : Solid Not Fat


