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Agriculture Perspective Plan N—1

LIVESTOCK

THE IMPORTANCE OF THE LIVESTOCK SECTOR to development has already been well

established: it is not only a fast-growing sector, but it accounts for a substantial share of
~ overall growth. Under the APP, the growth rate of the livestock sector accelerates from
- 2.9 percent at the outset of the plan to 6.1 percent in the last five-year period (table 8-1).

And its share in AGDP growth rises from 31 percent before the APP to 45 percent in the -
last period.

Table 8-1. Livestock Growth Rate and Propomon of GDP by Regum 1991/92 to 2014715
(percent)

Region ' " Livestock Proportion of GDP o I,iwxmd- 'GDP Growrh Rare
1991/92 2014715 1991/:52 1o 2009710 1o
: . - 1994/95 . 20141715
Teral 38 - 35 : 2.8 5.8
Hitls 53 55 : 2.9 6.2
Mountains 9 : C 10 30 - 6.4
Total 100 : 100 29 S 6.1

Source: APP calculations based on National Planning Comumission {1993},

Livestock growth, as for all the output priorities, is largely demand- driven and
dependent on private sector activities.  Thus, the APP has few specific public sector
recommendations to make for the sector. The plan does lag the livestock growth behmd
the plan because the llvestock demand is largely domestically driven.

 'This chapter draws heavily on the recently prepared Livestock Master Plan (HMG/ASDB
1993).
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At present, the sector is growing slowly because the growth of per capita income
is stagnant, one consequence being the current surplus of milk. The demand for livestock
products is highly elastic with respect to per capita income. Thus as income growth
accelerates under the APP, there will, after a modest lag, be an explosive growth in the
demand for livestock products. This pattern is the norm in developing countries achieving
fast growth. :
The livestock sector can only aclueve high growth rates if the expansion in crop
production, the multipliers to other sectors, and the growth in livestock production itself
propel per capita incomes at a rate greatly accelerated from that of the past. Since the
plan is conservatively framed, that should be possible. Indeed, growth exogenous to
agriculture in the nonagricultural sector may be faster than assumed in the APP. In that
~case, the APP assumptions for livestock growth will prove conservative. Further, some
export potential does exist (for example, for Yak/Chauri cheese). Thus, policies and
institutional development plans would best be based on the 'assumption that livestock
~ targets will be overachieved rather than underachieved.

As stated many times in this volume, the growth emanahng from the APP can be
seen as a chain reaction: agricultural improvements cause income growth, which then
generates growth in the livestock sector, which pushes up the overall growth rate.
Livestock growth plays an even more important role in reducing poverty and enablmg
women to participate in the force. The livestock sector objectives will require an
immense effort by the private sector, especially in input supply and dairy processing, and
strong complementary public sector activities (HMG/AsDB, 1993).

Success in the livestock sector will also help Ncpal achieve the reglonal balancc
- objectives of the APP. Livestock are more predominant in the hills than in the terai and
_the APP provides a somewhat higher growth rate in the hills and mountains (figure 8-1).

Figure 8- 1. Growih Pa.rh of Per Capzta Livestock GDP in Teraf and Hills and Mountains,
I 994/95 - 2014/15
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Source: APP calculations.
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The APP assumes that supply response is highly elastic—that is, farmers will
respond to increased opportunity as they have in the past. But some public investment
will be required, particularly as aggregate production becomes larger and larger. Roads
will be the most important investment for the development of the livestock sector.
In the past, when effective demand increased, the livestock supply quickly more
than matched that increase—but only in areas with good transport since many of them
were a long distance from urban markets. The commercial development of livestock,
which is the objective of the APP, entails the buying of inputs (including concentrate
feed) and the selling of output, which in this case is a perishable product that must be
transported quickly if its high value is to be maintained, Thus, direct public investment
in the livestock sector at the expense of the APP road target represents a mnsallocanon
of resources, even for achieving livestock growth.
The increased livestock investment will be made primarily by prwate farms for
production and private firms for marketing and processing. In general, direct public
investment in these activities would be counterproductive, becaust, it would crowd out
the more efficient private investment, :
Over the long run, the Department of Agncultura] Dcvelopment will need to
monitor and recommend actions to ensure adequate quality control and competltwe
conditions. In the short run, public -facilities can play an important role in setting
standards and providing competition. The critical issue is less one of privatizing these
existing facilities than it is one of providing a level piaymg field with respect to pricing
policy, so as to allow the private sector to develop There should be no pubhc subsrdles _
- of the processing and distribution systems.

: In the greatly accelerated livestock growth reglme of the APP, animal feed of
- requisite quality wilt become an mcreasmgly important constraint to growth. Past growlh

rates could be accommodated largely by increasing the feed from traditional sources:
natural grazing, scavenging, and by-products. The high growth rates of the APP will
require greater use of high-quality forage and purchased concentrates, along with
improved grasslands, including those adjacent to forestiands. With this change, research
on fodder production and on animal nutrition will become all the more important.

“Improved feeding will increase the returns to improved animals, and this will then

. increase the returns to improved management and health services. The Department of
Agricultural Development will need to monitor the research program, ensure adequale
extension, monitor and supplement the private provision of veterinary and other services,

and oversee quality control and the effectiveness of competition in marketmg and
processing.

- PRESENT STATUS

- At present, livestock contributes 31 percent to the total AGDP of the cbilhtry, as..

53 percent of this amount is derived from the hills, 38 percent from terai, and 9 percent

from the mountains (table 8-1). Milk is by far the most important livestock commodity
(nearly half of livestock GDP), with meat next, much of which is a by-product of the
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milk subsector, Fisheries, included as a subsector of livestock, has experienced very
rapid growth in the past decade, but its weight in total AGDP is so low (initially 1.0
percent) that its aggregate impact on growth is modest. Sheep and swine are both of
minor importance.

Three-quarters of all households keep cattle, and half keep buffalo, goats, and
poultry (table 8-2). Livestock raising is an important agricultural enterprise of the poor
families. About two-thirds of Nepal’s livestock owners have less than | hectare of land,
and women contribute significantly to livestock raising (National Sample Census of
Agriculture for Nepal, 1991/92).

At present, crop residue contributes about 47 percent of animal feed, and the
forests contribute 30 percent. The rest is supplied from noncultivated inclusions
- (risers/bunds, roadsides, and so on), shrublands, and grazing lands (HMG/AsDB/
FINNIDA, 1988). Despite these sources, livestock are generally underfed~—by about one-
third (Pariyar, 1993). The low supply of forage from rangelands (that is, forests and
grazing lands) is directly associated with low productivity and limited access. Forage
yield from rangelands averages 0.2 metric tons of dry matter per hectare in the conifer
forest, 1.2 metric tons in the flatiands, and 3.08 metric tons in the alpine meadows Only
37 percent of the rangelands are accessible for forage col]ecuon however
(HMG/AsDB/FINNIDA, 1988). '

Table 872.' Percenmgc of Households Keeping Livestock and Birds by Region, 1991/92

Region  Cattle  Chauri  Buffalo Goat  Sheep - Pigs  Horses/  Poultry - Ducks
. T ' c R ihules ' .

Mountain 828 = 29 44.8 - 55.5 6.5 103 1.3 56.4 6.0

- Hills 773 01 . 600 542 42 122 04 67.6 9.2

Terai 74.4 0.0 35.8 468 18 71 - 04 | 324 15.7

Nepal 76.6 0.3 - 485 513 3.4 9.9 0.5 51.9 11.6

Source: National Sampla Census of Agricultum for Nepal (1991/92).

" ‘The supply of waste and scavengmg feed is melastlc even with the best of efforts
in forest and grassiand 1mprovement more and more feed must come from high-quality
fodder produced in competition with other crops. The rapid increase in yields of field
crops envisioned for the APP will facilitate the needed transfer of arca, if commensurate
improvements in fodder yields also occur. .

THE ROLE OF WOMLN

The expansmn of the hvestock sector drwen by rising incomes, of fers the smgl
most 1mportant opportunity to bring women into the commercial production system and -
to raise their incomes. Women conmbutc 70 percent of the work effort in livestock
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raising and are more knowledgeable than men about treating sick animals (Sharma and
Awasthi, 1993). Livestock are not only disproportionately found on the small and
marginal farms and with the landless, but women are disproportionately represented in
those groups. In contrast to the opportunity that is available, women tend to be excluded
from cxtenston, marketing, credit, and other activities critical to increasing livestock
productivity and incomes (HMG/AsDB, 1993). Given the high growth rates expected of
the livestock sector, efforts to 1mprove 1he lot of rural women should be targeted on this
sector.

Women's needs (for example, for time- sw:ng technology) are not considered in
the conduct of research, nor is the extension education systeni tailored to women farmers
(for example, curricula, timing, and training locations are not chosen with the
participation of women farmers in mind). Moreover, the present system does not
sufficiently target women farmers for other extension activities, such as farmer tours and
exposure to extension malerials.

Women farmers are also usually excluded from planmng processes and have no
access to lending institutions, except for a few Sm'lll Farmers Development Programs,
the Production Credit for Rural Women program and the recently introduced Rural
Devc]opment Bankmg Program. There are many unfortunate instances in which
women—and the entire family—have been excluded from development activities simply
because they do not have r1ghts to family property and the husband either does not want
to participate in the economic activity as proposed by the wife or is absent. :

. The strategic policy response must ensure, first, that a sound planning sysrem is
developed to enable women farmers to parumpale in all stages of the planning cycle for
livestock production and marketing and in extension education activities. Second, an
appropriate banking system should be developed to provide women with easy and direct
access to financial institutions. Third, technology improvements should be designed
'specmcally to relieve women farmers from their time burden. And fourth, training

curricula should be developed to fit the timing and formal educanon level of the women
farmers. :

COMMODITY PRIORITIES

The commodsty pﬂOl‘lElCS for livestock are 51mple and flow d‘rectly trom the
initial weights in output, the demand elasticities (chapter 3), and the past record of
growth. Milk and the associated meat production are by far the most important of these
priorities. Initially, growth efforts will focus atmost exclusively on milk animals, with
an emphasis on animal nutrition, feed supplies, veterinary services, and marketing. The
third priority is to expand poultry production, which has already shown rap;d growth and
carries some welght in the AGDP, followed by goats, the fourth priority.

The APP is by and large a positive plan, with little emphasis on what should not
be done. In view of the pernicious theory of import substitution and the importance of

the carpet industry in Nepal, however, a warning about sheep seems in order. Sheep are -

currently inconsequential, and there is ample evidence that they do not and are unlikely
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to have comparative advantage in Nepal, beyond a few niches. But, a look at the vast
imports and a naive assumption about the ecological zones in Nepal are apt to lead to a
sheep priority. Although that would divert research resources from needs of higher
priority, the greater danger is that the local industry would be protcclcd--»—an action that

would almost certainly kill the vastly more important carpet industry, given that it is
entering a phase of increased foreign competition.

POLICY

Livestock policy should be guidéd by the realization that the livestock sector is
a private sector. Public policy must be designed to complement and help private farmers
and business people compete efficiently and thus meet the high growth rate targets for
the sector. The most critical policy measure promoted by the APP for the rapid
development of livestock is to meet the road and electric power targets delineated in
chapter 7. '

All subsidies for livestock processing and marketing must be eliminated in order
to provide free entry for the private sector, ‘Thus, public sector instilutions must privatize
or remain free-standing units that receive no subsidies and that raise all their capital
needs themselves (HMG/AsDB, 1993). The National Dairy Developiment Board (NDDB)
can play a positive role in promoting the private sector role in milk processing and
marketing.

Government rules and regulahons that mhibu free markets and private activity (for
' example restrictions on the movement of livestock commodities across district lines)

must be removed. At present, the Dairy Development Corporation keeps the producer
price of milk level across seasons (except for an adjustment for fat content), despite sharp
seasonal differences in the cost of production. This policy restrains consumption in the
low-cost season causing a seasonal glut of milk, and encourages imports of milk powder

" in the high-cost season. It is important that the market price system be used to obtain an
optimal seasonal fluctuation in price and consumption. With such a regime, consumption

“would fluctuate more seasonally than at present and production less. Wide seasonal
fluctuations in milk production are likely to continue in future. In order to minimize the
differences in supply arising from such fluctuations, it is essential that the private sector
be encouraged in the processing and marketing business.

_ - To help develop a competitive private sector, more steps should be taken to set
and enforce grades and standards, establish market information systems, improve
veterinary services, and scrutinize imports of products like skim milk pc: vcier to ensure
that they conform with GATT rules.

Another important measure would be to firmly enforce the Aquatic Life
Conservumn and Utilization Act of 1993, which is designed to improve the aquatic and
terrcstnal enwronment and heip mcrease fish productlon from patural water resources.
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INVESTMENT

As already mentioned, the public sector’s first order of priority with regard to the
livestock sector is to invest in transport. Irrigation investment is also important, because
it will promote income growth and growth in the supply of high-quality fodder. Only
after these investments are made at the full APP level should the items discussed next
move up in order of priority. Direct public investment in the livestock sector should
largely be for research and extension, and for training and institutional building in the
areas of credit, local organization, and marketing.

The Livestock Master Plan called for an investment of $304 million dollars in
livestock (including ﬁshencs) over twenty years. This translates into $15 million per
year, of which one-third is marked for private sector promotion (table 8-3). Besides,
much of the investment specified in the Master Plan is probably generated in the private
sector and therefore need not be accounted for in the public investment budget. Chapter
16 suggests an incremental investment of $10 million per year .

Table 8-3. Livestock Master Plan. Inves.'mem by Line ltemn, Twenty- Year Projection
(mllllons of U.S. dollars)

Years

Line Item : First Five Second Five Second Ten  Total - Total(%)
NGOs and private-sector 4.0 300 547 88.7 202
promotion . : ' o Co
Capital cost - -~ 20.5 .2y 4 53.4 L 11.5
Training and feflowship 6.0 6.5 40 166 - 155
Technical assistance 5.1 . 11.0 - 11.3 37.4 - 123
Incremental operating costs 25 12.0 28.0 . 4325 14.0
Incremental manpower 1.0 3.0 1.5 12,0 4.0
Credit o 4.0 105 20,0 34.5 113
Others _ 3.0 ' 5.8 {06.0 8.8 6.2
Total R 56.1 - 106.8 . 1410 - 3040 ' 100
 Source: HMG/ASDB (1993).
INSTITUT]ONS

“The prlvate sector must be pnmarlly responmble for the expansion of the
necessary production, marketmg, and processing activities for livestock in the APP. Thus
it is critical that the market pricing system be left to operate so as to direct activities to
the most economical and effective tcchnology and management systems However, five _
public sector institutions will have an important comp]ementary role in the development
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of these private sector activities: the Nepal Agricultural Research Council for technology
development; the Department of Agricultural Development for extension, regulatory, and
other facilitatory activities; Agricultural Development Bank of Nepal for finance; district
bodies (see chapter ‘18 for details) for decentralized activities; and farmers and trade
organizations, in which NGOs have an important organizational role.

Nepal Agricultural Research Council

As explained in chapter 6, livestock research is given a high priority in the
expansion of the NARC, in kecping with ils heavy weight in AGDP growth under the
APP. Within livestock, dairy is the first priority, and at least in the short run, the buffalo

is the priority animal. Given the poor state of animal nutrition and the current lack of
" emphasis on fodder crops, close attention should be given to animal nutrition and the
principal fodder crops, particularly berseem, stylo, oats and vetch during winter, and
maize, cowpea, teosinte and sorghum during the summer season. This emphasis should
include efforts to improve natural pastures and develop them in the context of community
forestry. As the feeding problems are brought under control, emphasis can shift to
broader management issues and to improved breeding. As laid out in the Livestock
Master Plan (HMG/AsSDB, 1993), it is essential that women farmers participate in
planning and designing livestock research activities,

l)epartment of Agricullural Develdpinent

The DOAD has several critical responsxbllmes in the drive to g,really accelerate
livestock production and should step up its efforts in these areas accordingly.

First, the extension system nceds to be upgraded, given a sharper focus, and
encouraged to give special attention to women in livestock production. In doing so, it
must work closely with the NARC. It should also interact with the NARC and the
Forestry Department in the move to improve pasture on forestlands. As part of its
~ extension activities, the DOAD also needs to develop the capacity to provide financial
and managerial training to the small private marketing and processing sector.

 Second, the DOAD's regulatory functions need to be strengthened. The private
* sector is unlikely to ensure quality in the near future. This problem is difficult to resolve,
but a start must be made by introducing minimum .quality standards. These w1!l
encourage producers to increase the quality of their products.

~Third, the veterinary system needs to move toward privatization, ttnt is, lDWEiId
chargmg a fee for services. However, the emphasis must be on prowdmg good veterinary
service, and the privatization must be carried out in a manner that increases the quality

and quantity of those services and brings them more in line with farmer needs Those are
~ the objectives, not pnvatlzatlon per se. ;

. The DOAD can meet the majority of these needs by shifting its prlormes At the
* same time, skills throughout the department will have lo be radically upgraded, through
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a large training effort at all levels. The message should be that the DOAD as a whole is
being upgraded, and that this effort should be guided by the APP priorities.

Agricultural Development Bank of Nepal

Farmers need loans to purchase animals, market livestock, and process and
market livestock products. A large proportion of livestock farmers are poor and have
little access to formal lending institutions. Many of them have no fand or insufficient land
to offer as collateral, or are tenants and thus have no right to use that land as mortgage.
Moreover, women—even though they provide more than 70 percent of the livestock
labor—have little access to these institutions for borrowing. The present system has
overlooked the ability of women and the poor to raise livestock. These problems cannot
be properly addressed without administrative and legat changes pertaining to the ADBN,
Commercial banks should also be strengthened so that they could perform these roles.

Local and Private Organizations

The purpose of strengthening local institutions is to make livestock producers and
entrepreneurs capable of carrying out livestock production (which includes supplying the
inputs) and marketing livestock and livestock products on their own. To this end, it will
be vital to strengthen the capacity of the District Development Committee to famhtate
livestock development; and to encourage the livestock commadity and user groups to
appropriately use their group funds for development or entrepreneurial activities. .

Drawing guidance from the Livestock Master Plan (HMG/AsDB, 1993), all the
above activities should be supported by prowdmg appropriate training and communication
to the farmers, with particular emphasis on the participation of women, as well as the
concemed entrepreneurs and NGOs. Such participation can only take place with the aid
of well-motivated and well-trained personnel in the field. This approach is expected to
help bring farmers together in the planning cycle, help them decide on the best use of
scarce resources available locally or cxternally, and help them arrive at their own
strategy for further development. The emphasis must be on commodity and other trade
organizations, such as the milk producers association. Delegating research, extcnsmn
'and other actmtles to them, as approprlate will heIp strcngthen them.

INTERNATIONAL TECHNICAL ASSISTANCE

_ - The basic thrust of forelgn lechmcai assistance must be to slrengthen the lwestock
component of the key institutions—NARC, DOAD, ADBN, local government, and
farmers and trade associations. Assistance is primarily needed to train and upgrade staff,

and to organize and support farmers in the field of entrepreneuna! activities, partlcularly
for dairy processmg and markctmg
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Protect dairy farmers

The immense potential in
the field of the dairy farming
notwithstanding, dairy farmers in
many parts of the country may be
expected to out of business thanks to
fack of chilling and transportation
facilities. If the government or
enterprising private sector fails to
reverse the scenarlo, the situation may
force dairy farmers to give up their
trade, It's five years since the farmers
have been demanding these facilities
but the government apparently does
not seem to have accorded due prierity
to their demands. Such a negligent
attitude is bound to have adverse
impact on the dairy farming-based
rural economy. - .

According to a recent report, 30

to 40 percent of farmers in-

Sindhupalchowk district are engaged in
dairy farming and produce more than
one million litres of milk per day.
Unfortunately, these farmers are being
forced to sell their products at
throwaway prices. Moreover, high
transportation costs and lack of chilling
cenires have turned what could have
" been a very lucrative preoccupation into
" anunprofitable venture, :

" Over the years, dairy farming in
the country has really come of age. But
the required infrastructures that
would support the coftage industry
have not at all becn developed. Even
the Dairy Development Corporation

- {DDC) has done hardly anything to
link these farmers to the huge market
to enable them to sell dairy products
In the urban areas, including
Kathmandu, Neither has the
government department done
anything concrete to safeguard and
profect the interest of dairy farmers.

©." " .. For ‘instance, Balefi in

" Sindhupatchowk has only one chilling

. centre. It collects more (han one
million litres of milk every day.
However, the cold storage facility there

- Is grossly inadequate to meet the needs

- of the dairy farmers in the district.

* Had there been adequate sterage

virtue, but the parent of all other virtues.

-Clk ro

fucilities, it wounld have been possible
to market much more milk, and the
farmers would have Dbeen the
beneficiaries. ' '

. Farmers living in remote and
underdeveloped VDCs have to
undergo hardships as they have to

- walk for three hour long every day just

to sell off the day's supply. During the
summer, milk often goes sour by the

. time jt reaches the procurement depot.

A report says that 80 percent of
the farmers in a village in
Sindhupaichowk district earn an
average of Rs 10,000 a month. The
earnings would certainty go up had
there been facilities in place, Despite
the fact that a majority of farmers in
Melamchi bazar and in its
surrounding areas are invelved In
dairy farming, they are unnecessarily
inconvenienced since they have to

‘walk for two to three hours to reach

the chitling centfre at Sipaghat in
Kavre district.

~ Though there are forty public
organisations and two dairy farms in
Melamchi, the area however has only
one cold storage centre, DDC?’s
counter at Balaju used to collect milk
thrice a fortnight. This too has been
stopped for some time, The reason?
According to the officials, milk is often
spoilt after transporting over a long
distance! The government should have
paid attention to logistical bottlenecks

and taken necessary steps. But nothing’

has been done. And as a result, the
farmers are left to suffer for the lack
of marketing avenues, o

" 1tis time for the government to
realise the importance of the dairy
farming and take necessary steps to

. provide relief to dairy farmers. Just

providing more celd storage centres at
strategic places would in Hseif.go a
long way in making the industry

a sustainable proposition for

investment, Private sector investors
teo would be enceuraged to invest and
make profit even as the import of dairy
products would be substantialiy cut.
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