
 

Submitted to: 

Government of Nepal 
National Dairy Development Board (NDDB) 
Hariharbhawan, Lalitpur  
Post box: 5901 

Tel : 977-1-525400Fax: 977-1-532096 

E-mail:nddb@mos.com.np 

 

 

 

 

 

Ministry of Irrigation Department of Irrigation 

Irrigation and Water Resources Management Projects 

Jaulakhel, Lalitpur, Phone: +977 1 5525585, 5530922 
Email: iwrmp_opd@yahoo.com 

TECHNICAL REPORT 

Of  

Consulting Service for Study on “Powder 

Milk Production and Utilization (Product 

diversification of powder milk and 

international market price) in Nepal” 

 
 
 
 

  
 
 
 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

Submitted by: 

Mega Mind Service (Pvt.) Ltd. 
Email: megamindpvtltd@gmail.com 

Contact: 9841584764 
Kathmandu, Nepal 

VAT No: 603516881 

11th April, 2019 

mailto:nddb@mos.com.np
mailto:megamindpvtltd@gmail.com


I 

 

Powder Milk Production and Utilization (Product diversification of powder milk and 

international market price) in Nepal 

Table of Content 

SN Particular Page no 

1  Introduction 1 

 1.1 Background 1 

 1.2 Study Objectives 2 

 1.3 Study Scope 3 

2  The Historical Development of Dairy Sector in Nepal 3 

3  World Dairy Sector Outlook 5 

 3.1 World Milk Production and Consumption 5 

 3.2 World Dairy Animal Farm Structure 8 

 3.3 Cost of Milk Production 9 

 3.4 World Milk Price Trend and product diversification 10 

 3.5 World Trade of Milk and Products 11 

 3.6 Global Skim Milk Powder Trade, Price and Trends 11 

4  National Dairy Sector Outlook 17 

 4.1 Dairy Animal Population, Distribution and Trend in Nepal 17 

 4.2 Annual Milk Production 19 

 4.3 Per Capita Milk Availability 22 

 4.4 Dairy Animal Management System 23 



II 

 

 4.5 Major Constraints in Dairy Animal Farming 26 

 4.6 Dairy Industries in Nepal 27 

 4.7 Skim Milk Powder Production 31 

 4.8 Requirement of SMP 33 

 4.9 Import of SMP and other dairy products 34 

 4.10 Cost of SMP Production 36 

 4.11 Province-wise SMP Establishment 37 

5  Recommendation 38 

 

 

 

  



III 

 

List of Table  

Table 1: Chronology of Dairy Sector Development in Nepal 5 

Table 2: World Milk Production Scenario (2017) 6 

Table 3: Milk Production by Continents in 2017 6 

Table 4: Average Lactation performance of Dairy Cattle in some selected countries 7 

Table 5: Top 15 countries producing highest SMP (2017) 12 

Table 6: Top 15 SMP importing countries (2016) 12 

Table 7: SMP Price trend in Western Europe 15 

Table 8: SMP Price trend in USA 15 

Table 9: SMP Price trend in India 16 

Table 10: Dairy animal population by province (2017)  17 

Table 11: Annual Milk Production in different province (2017)  20 

Table 12: projected milk production in current, moderate and high annual growth rate 22 

Table 13: Projection on Annual Growth rate required to meet milk consumption recommended by 

FAO/WHO by 2024 (15
th
 5 years Plan period).  22 

Table 14: Dairy industries of Nepal 27 

Table 15: Milk collection and processing by dairy industries under NDA 29 

Table 16: Average daily processing of milk by DDC 30 

Table 17:  Summary of the diary industries and their operation against installed capacity 30 

Table 18: SMP production for DDC (2019) 32 

Table 19: Production of SMP during first 7 months of FY 2075/76 by SDPL 33 

Table 20: Gross Estimation of SMP requirement 34 

Table 21: Various dairy products import in Nepal 35 



IV 

 

Table 22: Import of various dairy products by country (2073/74) 35 

Table 23:  Calculation of Fresh Milk to Produce Power Milk  36 

 

List of Figure 

Figure 1: Convergence between developed and developing worlds in global milk production 6 

Figure 2: Milk yield difference in world region (Source: IFCN) 7  

Figure 3: Cost of milk production across different regions (IFCN, 2018) 9 

Figure 4: World milk price trend 10 

Figure 5: Share of consumer price among producers and processors 10 

Figure 6: Product diversification 10 

Figure 7: Global Trend of SMP production over years  13 

Figure 8: Global SMP Price trend 13 

Figure 9: SMP price trend in Australia 14 

Figure 10: SMP price trend in New Zealand 14 

Figure 11: Distribution of cattle herd in major dairy pocket area of Nepal   18 

Figure 12: Trend of cattle and buffalo population growth   19 

Figure 13: Trend of milk production (2001-2017) in Nepal 21 

Figure 14: Trend of milk productivity of dairy cattle and buffaloes (2001-2017) in Nepal 21 

Figure 15: Trend of SMP, Butter and Ghee production over last 4 years in DDC  32 

Figure 16: Import of fresh milk and other dairy products in last five years 34 

 



1 

 

Powder Milk Production and Utilization (Product diversification of powder milk and 

international market price) in Nepal 

1. Introduction 

1.1 Background 

Nepal is predominantly an agrarian country. More than 65% of its total 28 million populations are 

engaged in agriculture and the sector contributes 27% to the total GDP of the country. Livestock 

is an integral and important component of the mixed farming system in Nepal. The dairy sub 

sector is the most important component of the livestock sector and contributes almost two third 

(63%) of the livestock GDP shares. The sector contribution in the total national GDP is 8%. The 

sector not only contributes in national GDP, but also ensures flow of money from urban to rural 

sectors. More than a half million dairy farmers produce milk, with a large number engaged in the 

milk processing industries in both rural and urban areas. Nepal has about 7 million cattle and 5 

million buffalo. From about 2.4 million milking dairy animals, the annual milk production stands 

at around 1.9 million metric tons. Despite a larger cattle population, the buffaloes contribute 

around 65% of the annual milk production with cattle contributing the other 35%. The trend is 

gradually changing as the commercial farms are more inclined towards dairy cattle than the 

buffaloes. The production and productivity of dairy animals are comparatively low due to poor 

genetic potentials culminated by poor feeding and health care management. The annual per capita 

availability of milk is around 65kg which is far below the annual consumption recommendation 

made by WHO/FAO of 91kg. The subsistence production is gradually transforming into 

commercial/semi-commercial enterprise production, particularly in the peri urban areas and with 

private dairy industries. There are 4 large scale dairy industries with processing capacity of more 

than 50,000 litres per day, around 30 industries with medium processing capacity of 10,000-

50,000 litres per day, and several hundred small scale industries with less than 10,000 litres 

processing capacity per day. More than 1,700 primary milk producers‟ cooperatives are playing a 

vital role in channelling the milk produced by smallholder farmers in the formal milk market. The 

government of Nepal has made a commitment to make the country self-sufficient in dairy 

products. However, currently the country is importing various dairy products including skim milk 

powder (SMP) worth billions of rupees annually.     

Despite the importance of and contribution from the dairy sector to the national economy, the 

Nepalese dairy sector remains delicate and unstable with frequent market ups and down. A 

decade ago there was a practice of „Milk Holiday‟ in which in certain days of the week, the 

government owned Dairy Development Corporation and few private dairy industries refused to 

purchase milk produced by the farmers during the flush season. To address the situation, private 

dairy industries with various capacities were established. Gradually the demand for fluid milk 

increased and many dairy farms were established. Again the supply side exceeded the demand of 

processing industries and thus powder milk plant was established to absorb excess milk during 

flush season. However, due to many internal and external factors including price fluctuation of 

SMP in international markets, the newly established milk processing plant with the capacity of 

processing 150,000 litres of milk per day producing SMP couldn‟t compete and survive and 

closed for some time. Recently, the industry is reviving al bait coping with the various 

constraints. The demand and supply side assessment and projection is poor, that hard hit both the 
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producers‟ and processors‟ sides.    

Another important issue, which the dairy farmers always raise in any dairy forum, is high cost of 

milk production given the poor productivity of the existing dairy animals. This has been mostly 

linked with the high cost of inputs, particularly feed. Lack of proper land use policy is also 

hindering farmers from adopting a forage-based feeding system which has been time and again 

recommended for reducing the cost of production. The production cost also has been increased 

due to compulsion for management of unproductive dairy cattle due to prevailing laws.  

International pricing of SMP and butter also influences the Nepalese dairy sector. Whenever the 

international SMP price falls, the dairy industries often opt to reconstitute milk by importing SMP 

and butter instead of buying from the farmers. Even during the lean period, this problem was 

faced this fiscal year and with the news of farmers‟ protesting through pouring their milk on the 

roads. Apart from that, the import of near to expire SMP at a lower price from India also distorts 

and affects the Nepalese dairy farmers.   

Skim Milk Powder (SMP) is obtained by removing water from pasteurized skim milk. It 

contains 5% or less moisture (by weight) and 1.5% or less milk fat (by weight) and a 

minimum milk protein content of 34%. Whole milk powder (WMP) is obtained by removing 

water from pasteurized, homogenized whole milk through evaporation and spray drying 

processes. It possesses all the appealing qualities of milk and, in its dry form, is an important 

ingredient in the manufacture of a remarkable range of food products. Both SMPs and WMPs are 

produce to extend shelf life for trade in the international market by major dairy players in the 

world. For countries like Nepal, SMP or WMP production has been felt essential to mitigate milk 

holiday problem during flush season of the year, when the milk production by the farmers is more 

than market demands for fresh milk and different dairy products. During production of SMP, 

extra fat content in the milk is extracted for butter production. SMP and WMP are required for 

production of various dairy products and sweet and also can be easily transported into the remote 

parts of the country, where milk production is limited.   

1.2 Study Objectives 

The main objective of the current study is to analyze the current milk production situation and 

product diversification with especial focus on powder milk production, import situation and 

international price dynamics of skimmed milk powder in order to recommend measures for 

sustaining and flourishing the current unstable Nepalese dairy sector. The following were the 

specific objectives of the study.   

1. Assess current milk production and its trend across the country 

2. Assess current status of milk product diversification and its future potential 

3. Assess cost of production of SMP, national demand and current national and international 

market price and its trend 

4. Assess demand of SMS for dairy products that are not being produced in the country at 

present and are being imported. 
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5. Assess need and feasibility of establishing powder milk plant in province 5. 

6. Determine pricing of milk to be sold in Powder milk plant according to season. 

1.3 Study Scope 

The scope of study should encompasses all the envisioned objectives of the proposed study and 

cover the following areas. 

1. Annual milk production in the country disaggregated by species and provinces 

2. Trend of annual milk production over last 10 years and projection for next 10 years 

3. Annual imports of various dairy products including SMP and its trend over last five years 

disaggregated by countries of import 

4. National and international price trends of SMPs over last 5 years 

5. Catalogue various dairy products that use SMP that are imported and are nor produced 

within the country at present   

6. Evaluate cost of SMP production 

7. Evaluate annual flow of milk from province 5 to other province and explore feasibility of 

establishing new powder milk plant. 

8. Establish pricing mechanism for raw milk to be sold into powder milk plant depending on 

season (flush and lean) 
 

2. The Historical Development of Dairy Sector in Nepal 

The historical developmental initiation of livestock in Nepal can be traced back to 1917 Bikram 

Era (1850 A.D.) in which the then Rana regimes brought some European cattle breed in the 

country. The first official organization "Livestock Improvement Section" was established in 1952 

for development of livestock in the country with main objectives of improving genetic 

potentialities of indigenous cattle through introduction of exotic cattle breeds. Thereafter Red 

Sindhi, Jersey and Brown Swiss cattle and Murrah buffaloes were introduced in Nepal. These 

animals were initially kept at Singh Durbar Livestock Farm, which later on moved to Khumaltar 

from Singh durbar in 1969. Later on Holstein Friesian cattle breed was also introduced in the 

country. To speed up genetic improvement programme, artificial inseminations using warm 

semen at initial stage and with frozen semen later were initiated in Nepal.  

Before advent of the Dairy Development Corporation (DDC), marketing of milk was limited to 

nearby town by the individual producer farmers. Even, in some part of the country, there was 

taboo of not selling milk with the fear that their animals would be harmed with this activity.  

Organized dairy development activities in Nepal began in 1952 with the establishment of a Yak 

cheese factory in Langtang of Rasuwa district under Food and Agriculture Organization (FAO) 

assistance in 1953. In 1954, a Dairy Development Section was established under the Department 

of Agriculture (DoA) and also a small-scale milk processing plant was started in Tusal, a village 

of Kavre district. Central Dairy Plant with processing capacity of 500 litre per hour was 

established at Lainchaur in Kathmandu in the year 2056. In the meantime, two additional cheese 

factories were established in alpine regions under Department of Agriculture.   
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The Dairy Development Section was established within Department of Agriculture in 1954. A 

Dairy Development Commission was formed in 1955, which later on 1962 converted into Dairy 

Development Board. Again, the Diary Development Board was converted into Dairy 

Development Corporation in 1969 under the Corporation Act of 1964. With this institutional set 

up, milk supply schemes and dairy product production schemes were established, which have 

been involved both in collection and processing of milk. The involvement of private sector on 

dairy development started in the late 1970s. Milk Producers' Associations and later on Milk 

Producers' Cooperatives were formed to channelize raw milk marketing in the formal sector in 

the country. There were 1748 such cooperatives at the end of Ashad 2068.  As milk is of 

perishable nature and the range of skills involved in its production and marketing, dairying 

requires a number of services that can best be provided by cooperative action. It is not surprising 

therefore that the cooperative movement has featured prominently in the development of the dairy 

industry worldwide.   

In 1992, the government established National Dairy Development Board (NDDB) with the major 

functions and responsibility of formulating and recommending policies and plans for dairy 

development in Nepal; and strengthen the dairy sector by bringing coordination between private 

and public sector. 

The government has also approved Nepal‟s Dairy Development Policy drafted by National Dairy 

Development Board to increase milk production and productivity at rural areas; minimize import 

of milk and milk products by product diversification according to the feasibility of internal 

market; increase the export of quality milk products; and supply adequate amount of hygienic 

milk and milk products to the consumers. 

The cooperative movement has been the mile stone and driving force for milk marketing in the 

country. Despite decades of cooperative movement and gradual shifting toward formal milk 

marketing sector, a large proportion of milk and milk products in Nepal continues to be marketed 

through the „informal or unorganized sector‟. The informal sector comprising middlemen, private 

milk traders and direct sale from producer to consumer, still accounts for nearly 70 percent of 

marketed milk and milk products in the country. Trends indicate that, the informal sector will 

continue to play its dominant role in milk marketing in the foreseeable future. 

Table 1: Chronology of Dairy Sector Development in Nepal 

S.N. Date Evolution 

1 1917 Importation of European cattle in Rana regime 

2 1952 Establishment of Livestock Improvement Section 

3 1952 Yak cheese production in Rasuwa with FAO support 

4 1953 Small scale milk processing plant in Tushal 

5 1954 Dairy Development Section within DOA 

6 1955 Dairy Development Commission 

7 1956 Central Dairy Processing Plant (500 lph capacity) in Lainchaur 

8 1962 DD commission changed into Dairy Development Board 

9 1969 Dairy Development Corporation (DDC) 

10 1973-1980 BMSS, HMSS, KMSS, PMSS established 
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11 Late 1970s Involvement of private sector 

12 1980 Milk producers' cooperative and Association 

13 1990 Ten year Dairy Development Plan with Danish support 

14 1992 National Dairy Development Board (NDDB) 

15 1995 Establishment of SMPP in Biratnagar 

16 2008-09 SMPP in Kaski and Chitwan (private sector) 

 

3. World Dairy Sector Outlook 
 

3.1 World Milk Production and Consumption 

 

World milk production during 2017 was 796 million MT compared to 709 million MT during 

2009 with average annual growth rate of 1.5%. The global milk production growth in the year 

2017 remains remained only at 0.5% compared to the year 2016. Cow milk represented 

85% of the total milk produced whereas buffalo milk production making 15% of total world milk 

production. India and Pakistan produce more than 94% of the total volume of buffalo milk (113.6 

million MT), but smaller volumes are also produced in Egypt, China, Iran, Italy, Nepal and South 

East Asian countries. The goat milk represented 2.2%, sheep milk 1.3% and camel milk 0.3% of 

total global milk production. Most of the goat milk was produced in Asia (59%), Africa at 21% 

and Europe at 16%. Globally, the average milk production of cows and buffaloes stand at 2430.0 

and 1810.0 kg/head/year (Table 1). 

 

Table 2: World Milk Production Scenario (2017) 

Species 
Number of milking 

animals 

Annual Milk Production 

(MT) 

Productivity 

(Kg/head/yr) 

Cattle 278,014,142 675,621,019 2430.0 

Buffalo 66,499,442 120,355,705 1810.0 

Total 344,513,584 795,976,724  

Source: FAOSTAT (http://www.fao.org) 

 

The share of Asia in global milk production was highest (40.5%) followed by Europe (27.8%), 

Americas (23.2%), Africa (4.7%) and Oceania (3.8%). The milk production gaps between 

developed and developing countries have now converged (figure 1) to almost equal level 

compared to nearly four folds difference in early sixties. However productivity of dairy animals 

among different regions still varies greatly (Figure 2). 
 

Table 3: Milk Production by Continents in 2017 

Continent Annual Milk Production (MT) 

Cattle Buffalo Total 

Africa 35,376,022 2,034,030 37410052 (4.7%) 

Americas 184,552,225  184552225 (23.2%) 

Asia 204,089,340 118,100,181 322189521 (40.5%) 

Europe 221,362,061 219,494 221581555 (27.8%) 

http://www.fao.org/
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Oceania 30,241,371  30241371(3.8%) 

Total 675,621,019 120,353,705 795,976,724 

Source: FAOSTAT (www.fao.org) 

 

Figure 1: Convergence between developed and developing worlds in global milk production 

 

Figure 2: Milk yield difference in world region (Source: IFCN) 

http://www.fao.org/
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The average lactation milk yield of dairy cattle in Israel and USA is many folds as compared to 

the productivity of cattle in Nepal (Table 3). 

 

Table 4: Average Lactation performance of Dairy Cattle in some selected countries 

Countries Number of milking Cows Avg. LMY (kg) 

Israel 126,000 9,405 

USA 9,132,000 9,219 

Denmark 545,424 8,434 

Canada 994,800 8,176 

Finland 296,069 7,956 

Netherlands 1,443,000 7,450 

Germany 4,029,800 7,048 

France 3,845,820 6,338 

Australia 1,617,000 5,703 

New Zealand 4,167,121 3,801 

India 38,000,000 1,129 

Nepal 908,712 432 

Mongolia 839,400 367 

Source: Dempfle (2010) 

 

The current global per capita milk consumption stands at 108kg with great disparity between 

developed and developing countries. Asia is the largest consuming region, but consumption per 

capita (67 kg) is low compared to Europe (277 kg). This is due to the fact that in more developed 

dairy regions like the EU, North America and Oceania, dairy products are considered staple 

foods, while in other regions they are not part of a traditional diet, and is often considered to be 

luxury goods. Continent wise total consumption of milk and milk products are:  

Asia: 39%  

Europe: 29%  

North America: 13%  

South America: 9%  

Africa: 6%  

Central America (incl Mexico): 3%  

Oceania: 1%  

Countries in Northern Europe have the highest consumption per capita of liquid milk in the 

world. Estonia, Ireland, Finland, UK and Iceland have consumption per capita of more than 100 

kg, with consumption quantities in Estonia, Ireland and Finland being twice as high as the 

average consumption in the EU as a whole. Highest per capita butter consumption is found in 

Western Europe; with France at the top (7.5 kg per capita, twice as high as the EU 

average).Western Europe have the highest average consumption of cheese, with Luxembourg and 

France at the top, both countries consuming more than 25 kg per capita. 

Significant divergences exist in the consumption of different dairy products by region. Cultural 

factors are a significant influence on regional/national consumption patterns, however relative 
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disposable incomes help explain significant variation in the consumption of value added dairy 

products. 

 Per capita consumption of dairy products is weakest in least developed and developing 

nations. 

 The variation in per capita consumption between developed and developing regions is 

clearest when analyzing the more value added products. 

 

3.2 World Dairy Animal Farm Structure 

 

In the IFCN Dairy Report 2011, milk production profiles for 90 countries are shown, representing 

about 98% of milk production worldwide. These 90 countries have an average herd size of only 3 

cows per farm. This is mainly due to the fact, that in developing and transition countries many 

small scale dairy farms with 1 to 2 cows exist. On the other hand only 11 of the 90 countries have 

an average farm size of more than 100 cows. The extremely high differences in farm structures 

can be shown via the example of comparing the farm structures of the USA with Pakistan. In the 

USA twice the amount of milk is produced compared to Pakistan, but this is produced in the USA 

from only less than 1% of the amount of dairy farms Pakistan has. IFCN studies allowed 

clustering the farms into three categories: 

Farm size 1 - 10 cows: 78% of all farms and 56% of the cows are in this category. A large part of 

the milk produced in these farms is consumed by the family, whereas the rest of the milk is sold 

locally and often to an informal market. Milk selling is providing the daily cash for the family 

subsistence. These dairy farms can be described as “household farms”. 

Farm size 10 - 100 cows: 22% of all farms and 28% of the cows are in this category. Most of 

these farms can be described as “family farms” as most of the work is done by family members. 

The economic aim of these farms is to generate a sufficient income for the family members. 

Farm size more than 100 cows: Only 0.3% of the dairy farms having 16% of the cows are in 

this size category. These farms can be described as “business farms” as most of the work is done 

by employees. The main aim of these enterprises is to generate the expected return on investment. 

 

3.3 Cost of Milk Production 

Cost of milk production has increased greatly across the world particularly due to increased price 

of feed. The cost of milk production for 2017 is based on the data of 132 typical farm types, one 

average and one larger sized farm from each of the 66 dairy regions in 53 countries. The simple 

average cost of milk production of all the 132 farms analyzed was 40.2 USD / 100 kg milk which 

was nearly 2 USD above the previous year (IFCN, 2018). Globally, the cost of milk production 

varied from US$20 to US$105 per 100kg of milk. While majority of the countries/ farms, the 

milk production cost was US$30.0 to US$60. Canada and Scandinavian countries had the highest 

milk production cost, whereas some African countries, Asian countries except China and 

Australia and New Zealand in general has lower cost of milk production. In addition, a wide 
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number of emerging countries like China, India and Brazil showed strong cost increase 

driven by rising wage levels.  

 

 
Figure 3: Cost of milk production across different regions (IFCN, 2018) 

 

3.4 World Milk Price Trend and product diversification 

The international milk price varied greatly. The farm gate milk price (Euro/100kg Energy 

Corrected milk) was highest during Jan 2008 and again in 2014, while remained lowest during 

2009-10 and again in 2016.International trade of milk and milk products (demand and supply) 

greatly influenced the farm gate price of milk particularly in those countries, which are the major 

player in the world trade of milk and milk products.  

 

 
Figure 4: World milk price trend 
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Figure 5: Share of consumer price among              Figure 6: Product diversification 

producers and processors 

 

Worldwide, the share of milk price paid by the consumers, to the producer‟s remained less than 

50% and similar to the processor and retailers combined. Globally, nearly half of the total milk 

produced is processed in cheese making.  

 

3.5 World Trade of Milk and Products 

 

In 2010 world dairy trade volume (excluding intra-EU trade) amounted to about 51.9 million 

tones milk equivalents (non-fat solid content). This was nearly 9% above previous year. Barely 6 

to 7% of the world milk production is traded internationally. The bulk of the world dairy trade is 

in cheese, butter and powders. A growing shift towards cheese is expected in the near future. Two 

dynamic products with a substantial projected growth in the coming years are yoghurt and dessert 

(Global Dairy Trade).  

 

The international dairy trade is dominated by four players - EU, New Zealand, Australia and USA 

- which together account for 85% of all exports. New Zealand and Australia export as much as 80 

and 50% of their milk production respectively. The Asia-Pacific region has been net milk 

importer. In contrast, most cheese imports go from developing countries to developed countries 

such as Japan and the United States. 

 

The dairy industry is regulated in most countries through various ways. Imports are commonly 

restricted, and exports frequently subsidized. High dairy price supports in many countries are put 

in place to stimulate production to the extent that subsidies for exports are necessitated to 

maintain domestic dairy Programmes. 
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3.6 Global Skim Milk Powder Trade, Price and Trends 
 

During the year 2017, there was a total of 3.65 million metric ton Skim Milk Powder production 

worldwide. Of the total production USA ranked top with 26.2% share of the global production 

followed by New Zealand (9.9). However, in terms of global trade, New Zealand ranked the first 

with 35.2% share equivalent to US$ 3,254,527,100.0. In terms of global trade USA stands on 16
th
 

position with only 1.1% share in the trade. The top SMP producing countries and importing 

countries are given in the following two tables. 

The wholesale price of the SMP ranged from US$1.65 (New Zealand) to US$6.56 (Japan) per kg. 

 

Table 5: Top 15 countries producing highest SMP (2017) 

SN Country

Production 

(MT)

% of Global 

Production Export Value ($)

Exporter 

Rank

Wholesale 

Price ($/kg)

1 USA 956,400.00 26.2 101,398,895.00    16 2.16

2 Neqw Zealand 360,000.00 9.9 3,254,527,100.00 1 1.65

3 Germany 316,500.00 8.7 250,612,002.00    9 2.25

4 France 250,000.00 6.9 240,755,637.00    10 2.74

5 Australia 233,835.00 6.4 335,560,315.00    6

6 India 200,000.00 5.5 1,654,318.00       57

7 Poland 125,100.00 3.4 68,427,493.00      21 1.91

8 Japan 119,844.00 3.3 17,127,879.00      31 6.56

9 Ukraine 108,000.00 3.0 34,758,928.00      44

10 Belarus 94,500.00   2.6 84,669,608.00      17

11 Belgium 90,000.00   2.5 161,610,612.00    14 2.27

12 Canada 73,860.00   2.0 9,971,638.00       38

13 Ireland 70,600.00   1.9 322,520,921.00    8 1.95

14 Netherlands 70,000.00   1.9 1,422,798,840.00 2 2.22

15 United Kingdom 66,600.00   1.8 185,197,568.00    12 2.21  

 

Table 6: Top 15 SMP importing countries (2016) 

SN Country 
Import 

Volume (MT) Amount (M US$) Unit Price (US$) 

1 Hong Kong 85470 1370.00 16 

2 China 443660 1340.00 3 

3 Algeria 267970 641.98 2 

4 Brazil 129540 336.74 3 

5 Oman 138610 334.44 2 

6 UAE 133720 308.86 2 

7 Macao 9330 281.11 30 
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8 Saudi Arabia 78580 225.51 3 

9 Venezuela 49490 208.13 4 

10 Srilanka   179.13   

11 Nigeria   150.7   

12 Singapore 69380 148.24 2 

13 Malaysia 60450 142.52 2 

14 Russia 52280 140.32 3 

15 Bangladesh 56640 131.62 2 

 

Global SMP production in different year is presented in the following figure. The annual 

production of SMP from 1995 to 2014 only a slight increase. IN the year 2017, it has reached to 

3.65 million metric ton.  

Figure 7: Global Trend of SMP production over years  

 

The SMP price is most volatile and is influenced by the demand of major importing countries. 

The global average SMP price over years is presented in the following figure. The average price 

in the year 2014 was about US$ 4000.0/MT which started continuously decline and reached to a 

minimum of US$ 1400/MT in the April of 2015. 
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Figure 8: Global SMP Price trend 

Source: https://www.globaldairytrade.info/en/product-results/skim-milk-powder/ 

 

In Australia, the SMP price also fluctuated over the years reaching to peak during year 2013 and 

2014 with price of Aus $ 5000.0/MT. 

 

 

Figure 9: SMP price trend in Australia 

Source: http://www.agriculture.gov.au/milkpriceindex.  

https://www.globaldairytrade.info/en/product-results/skim-milk-powder/
http://www.agriculture.gov.au/milkpriceindex
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In New Zealand also, the SMP export price (FOB) has reached highest during 2013 and 2014 

(US$ 4000.0/MT) and started sharp decline until 2016. From year 2017 the SMP price has again 

started to rise and trying to stabilize at US$2300.0 /MT.  

 

Figure 10: SMP price trend in New Zealand 

Sourcehttps://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%2

0Annual_Wellington_New%20Zealand_10-16-2018.pdf 

 

The highest price recorded for SMP in Western Europe was Euro 3380/t in Feb of 2014 and reach 

lowest of Euro 1320..0/t during March of 2018. The annual average SMP price was highest 

during the year 2013 and reached to minimum during year 2018. In the year 2019, the SMP price 

has again started rising. 

Table 7: SMP Price trend in Western Europe 

WESTERN EUROPE 

Skim Milk Powder, 1.25% butterfat 

Month 2011 2012 2013 2014 2015 2016 2017 2018 2019 

% on 

Prev. 

month 

% on 

2018 

January 2.447 2.365 2.677 3.356 1.833 1.626 2.114 1.363 1.803 +6.77% +32.23% 

February 2.811 2.320 2.674 3.380 2.084 1.576 2.019 1.369 1.961 +8.82% +43.31% 

March 2.819 2.176 2.763 3.186 2.172 1.554 1.814 1.320 1.965 +0.17% +48.81% 

April 2.456 2.010 3.163 3.025 2.025 1.522 1.749 1.353    

May 2.428 2.019 3.117 2.900 1.834 1.580 1.829 1.483    

June 2.424 2.200 3.164 2.833 1.717 1.694 2.020 1.599    

July 2.362 2.200 3.164 2.833 1.717 1.771 1.820 1.568    

August 2.312 2.471 3.229 2.497 1.604 1.809 1.804 1.571    

September 2.318 2.695 3.229 2.096 1.597 1.963 1,694 1.656    

October 2.355 2.716 3.042 2.035 1.746 2.083 1.546 1.588    

November 2.362 2.697 3.195 1.916 1.769 2.070 1.508 1.594    

December 2.320 2.660 3.256 1.865 1.656 2.093 1.438 1.688    

Arithmetic 

average 
2.451 2.370 3.054 2.661 1.818 1.778 1.780 1.513 1.910 

Source: https://www.clal.it/en/index.php?section=skim_west 
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IN USA, the annual average price for SMP was highest during 2014 9US$ 2803/MT) which 

started decking and reached to minimum during 2018. IN the first quarter of 2019 it has again 

started rising and reached US$ 2156.0 in the first quarter of FY 2019. 

Table 8: SMP Price trend in USA 

US 

(Nonfat Dry Milk) 

Month 2011 2012 2013 2014 2015 2016 2017 2018 2019 

% on 

Prev. 

month 

% on 

2018 

January 2.842 3.059 3.397 4.555 2.231 1.635 2.282 1.529 2.143 +6.03% +40.14% 

February 3.379 2.958 3.361 4.569 2.313 1.606 2.167 1.587 2.188 +2.09% 37.85% 

March 3.483 2.826 3.282 4.604 2.309 1.642 1.903 1545 2.136 -2.37 % +38.23% 

April 3.468 2.684 3.508 4.477 2.140 1.622 1.835 1.619    

May 3.547 2.450 3.725 4.150 2.099 1.704 1.946 1.806    

June 3.598 2.527 3.760 4.042 2.067 1.791 2.046 1.806    

July 3.555 2.676 3.862 4.012 1.827 1.949 1.970 1.702    

August 3.329 2.978 3.954 3.713 1.565 1.952 1.970 1.856    

September 3.287 3.323 4.009 3.190 1.816 2.037 1.918 1.929    

October 3.2.1 3.296 4.041 3.063 2.056 2.059 1.805 1.935    

November 3.139 3.332 4.206 2.779 1.795 2.048 1.677 1.985    

December 3.091 3.379 4.412 2.483 1.698 2.176 1.596 2.021    

Arithmetic 

average 
3.327 2.957 3.793 3.803 1.993 1.852 1.926 1.777 2.156 

Change 

(1) 

+26.71% -11.10% +28.26% +0.26% -47.60% -7.08% +4.02% -7.77% +38.73% 

Source: https://www.clal.it/en/?section=nonfat1 

SMP Price in India during 2016 was as follow. 

 

Table 9: SMP Price trend in India 

Dairy Trade India – Price of SMP 

Survey Data 
INR per 

Kg 

+- on prev. 

Price 
E per Kg 

+- on prev. 

price 

USD per 

Kg 

+- on prev. 

Price 

Tuesday 27 

September 

2016 

195.00 0.00% 2.60 +1.24% 2.93 +0.85% 

Tuesday 23 

August 2016 

195.00 0.00% 2.57 -2.49% 2.90 -0.56% 

Tuesday 09 

August 

195.00 0.00% 2.63 -0.19% 2.92 +0.77% 

Tuesday 26 

July 2016 

195.00 +25.81% 2.64 +26.19% 2.90 +25.42% 

Tuesday 12 

July 2016 

155.00 -3.13% 2.09 -1.26% 2.31 -3.18% 

Tuesday 14 

June 2016 

160.00 -15.79% 2.12 -15.66% 2.38 -15.26% 

Tuesday 24 

May 2016 

190.00 +15.15% 2.51 +15.41% 2.81 +13.59% 

Tuesday 10 165.00 +3.13% 2.17 +1.93% 2.48 +3.12% 

https://www.clal.it/en/?section=nonfat1
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May 2016 

Tuesday 26 

April 2016 

160.00 -11.11% 2.13 -10.30% 2.40 -11.29% 

Tuesday 12 

April 2016 

180.00 +20.00% 2.38 +16.48% 2.71 +21.12% 

Source: https://www.clal.it/en/?section=smp_india 

 

The import of SMP in Nepal is directly influenced by the SMP price in India. Once price start to 

drop in India, the Dairy Industries in Nepal are more inclined towards import and reconstitute 

milk to sell in the market, whereas when price of SMP goes up, dairy industries, start demanding 

more milk from the farmers rather than import of SMP and reconstitute.  Though India is highest 

milk producer country, its international trade represents only a small proportion. Drop of SMP 

price in international market compelled Indian government to provide subsidies for exporter of 

SMPs in International market (IRs. 50000.0 /MT) in addition to about 3-4% subsidies to export 

value in some Indian states like Gujarat and Maharashtra.  

The major reasons behind such price volatility for SMP are demand variation in the major import 

countries and production volume in the major producing countries. This make the whole dairy 

sector quite volatile across the globe and many established dairy farms abandon the farming.   

 

4. National Dairy Sector Outlook 

 

4.1 Dairy Animal Population, Distribution and Trend in Nepal 

 

Cattle, buffaloes, yak and their crossbred are important dairy animals being reared in the country. 

The estimated population of cattle, buffaloes and yak/crossbred are 7.3 million, 5.2 million and 

63 thousand respectively during the year 2017/18. Province 1 has the highest cattle population 

(27.0%) followed by Province 3 (15.0%) and Province 5 (14.5%). Province 4 has the lowest cattle 

population distribution (7.2%). Similarly, Province 5 (21.60%), followed by Province 3 (17.6%) 

and Province 1 (16.6%) had the highest buffalo population distribution, whereas Province 6 has 

the lowest buffalo population (5.9%).Of the total cattle and buffalo population, estimated 14.1% 

and 29.4% are considered to be in production stage, respectively. 

 

Table 10: Dairy animal population by province (2017) 
 

Province 
Total population Milking population Milking Proportion 

Cattle Buffalo Cattle Buffalo Cattle Buffalo 

Province 1 1970177 857085 274972 231280 14.0 27.0 

Province 2 1030922 779525 153848 279919 14.9 35.9 

Province 3 1093311 910788 150707 255050 13.8 28.0 

Province 4 525801 677053 68271 196956 13.0 29.1 

Province 5 1055437 1117409 152787 313577 14.5 28.1 

https://www.clal.it/en/?section=smp_india
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Histogram of Herd Size
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Province 6 616315 307350 80889 93265 13.1 30.3 

Province 7 1010845 519599 148055 148465 14.6 28.6 

Nepal 7302808 5168809 1029529 1518512 14.1 29.4 

 

Though statistics on population of cattle and buffaloes segregated by breed is not available, it is 

estimated that around 15% of the cattle population and 25-36% of buffalo population are 

considered to be exotic or crossbred (DLS, 2010). The proportion of crossbred cattle and 

buffaloes are in increasing trend whereas native population is in decline.  

 

The crossbred/ improved populations are mostly concentrated in the peri urban areas of hill and 

Terai regions with comparatively better infrastructures and marketing facilities. Holstein Friesian 

and Jersey are the predominant exotic breeds of dairy cattle introduced in Nepal for genetic 

improvement of indigenous cattle, whereas Murrah is the only exotic buffalo breed introduced for 

the same purpose. Both solo and mixed species are being raised by the farmers particularly for 

milk production and sale. Majority is smallholder farmers with some medium sized and extremely 

few large scale producers (Shresthaet al., 2010) with median cattle herd size of 5. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 11: Distribution of cattle herd in major dairy pocket area of Nepal  

(Source: Shrestha et al, 2010). 

 

 

Dairy Animal Population Trend 

 

The estimated cattle and buffalo population during 2001 was around 3.5 million and 7.0 million 

respectively, which reached to 7.3 million and 5.16 million in the year 207. In this period, the 

cattle population has remained static or increased slightly (0.3%/annum) whereas annual increase 

of 2.7% in buffalo population during the last 16 years has been observed. However, critical 

observation in the villages makes one to speculate that the population of indigenous cattle and 
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buffaloes are decreasing at dramatic rate which needs to be verified. Export of live buffaloes to 

India particularly from the far western region of the country has been recently noticed.   

 

The number of milking buffaloes during 2001 was 937 thousand heads (25.9% of the total 

population), while it has been estimated to be 1.5 million during 2017 (29.2%). However, in case 

of cattle, the number of milking cattle during 2001 was 853 thousand heads (12.2% of total) and 

by 2017 it has increased to 1.02 million (14% of the total). Still, the unproductive cattle has been 

the major economic burden to the farmers and social and environmental burden to the 

community. Management of the unproductive cattle has been the major problem faced in 

commercial dairy farming. 

 

 
Figure 12: Trend of cattle and buffalo population growth 

Source: FAOSTAT, 2019 

 

4.2 Annual Milk Production 

 

The estimated annual milk production in the country in the year 2017 was 1.9 million MT 

(MOALD, 2018). Of the total milk produced, 665 thousand MT was from cattle (35%) and rest 

1.25 million MT was from buffaloes (65%). The proportion of buffalo milk is gradually 

declining and from the cattle is increasing owing to the farmers interest on commercial dairy 

cattle farming that is emerging in the country in recent days. Analysis of the milk production 
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province wise revealed that Province 1 is ahead (20.1%) followed by Province 3 (18.7%) and 

Province 5 (17.5%). Whereas the annual milk production was lowest in Province 6 (5%), 

followed by Province 7 (10.9%) and Province 4 (13.4%). The cattle milk production was highest 

in Province 1 (26.5%) and lowest in province 6 (5.5%), whereas, buffalo milk production was 

highest in Province 3 (20.1%) and lowest in Province 6 (4.7%). The average milk production per 

milking cow and buffalo stood at only 446.0 kg and 820kg respectively. There has been 

significant increase in the productivity of cattle compared to 2010 which was only 

450kg/milking animal per year. Again the productivity of animals in Terai and Hills were higher 

as compared to the productivity of animals at Himalayan region mainly due to gradual 

replacement of indigenous cattle and buffaloes with exotic or crossbred animals particularly in 

the region where milk collection facilities from organized sector (DDC and private dairies) have 

been established. 

 

Table 11: Annual Milk Production in different province (2017) 

Province 
Milk Production (MT) Total Milk 

(MT) 

Productivity (kg/yr) 

Cattle Buffalo Cattle Buffalo 

Province 1 176065 208775 384840 640.3 902.7 

Province 2 99903 174205 274108 649.4 622.3 

Province 3 107357 250581 357938 712.4 982.5 

Province 4 61162 194628 255790 895.9 988.2 

Province 5 92279 242806 335085 604.0 774.3 

Province 6 36457 58167 94624 450.7 623.7 

Province 7 92062 116792 208854 621.8 786.7 

Nepal 665285 1245954 1911239 646.2 820.5 

Source: (MOALD, 2017) 

 

There is steady increase in annual milk production in the country. The total milk production in the 

year 2001 was around 1.2 million metric ton which reached to around 1.9 million MT with an 

annual growth rate of 3.65%. If we look at the below graph, it is evident that the rate of cow milk 

production in later years (2015 onward) are in increasing trend probably associated with 

immerging dairy cattle farms in the country, whereas the rate of increase of buffalo milk in the 

same period are in declining trend indicating farmers preference toward dairy cattle compared to 

buffaloes as a commercial farming option. Similarly, the productivity of dairy cattle has been 

increased to a larger extent compared to dairy buffaloes associated with increase in number of 

exotic/ crossbred dairy cattle in the recent years, with the efforts from the government programme 

such as AI mission. The annual AI in cattle before 7-8 years was around 100000 (mostly in cattle 

and few in buffaloes) which have crossed to more than 600000 per annum in the recent years. 

Importation of high genetic worth semen from New Zealand and USA and import of sexed semen 

in the later years have also contributed in the increase in milk production and productivity of 

dairy cattle. The dairy cattle improvement project (DCIP) funded by FAO as Technical 

Cooperation Project (TCP) jointly implemented by NARC and DLS and later on Dairy Cattle and 

Buffalo Genetic Improvement Project funded by USAID has be helpful in uplifting the 

productivity of dairy cattle in Nepal.  
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Figure 13: Trend of milk production (2001-2017) in Nepal 

Source FAOSTAT (2019)  

 

 
Figure 14: Trend of milk productivity of dairy cattle and buffaloes (2001-2017) in Nepal 

Source FAOSTAT (2019)  

 

The trend analysis of milk production from cattle and buffaloes shows gradual steady increase in 

both total production and number of milking animals, but the productivity improvement has been 

marginal both for cattle and buffaloes. Programme for increasing the productivity of dairy 

animals rather than increasing the absolute number of animals would be quite essential to 

minimize additional burden on already limited availability of livestock feeding resources.  
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The predicted production in the future in three different scenarios is presented in the following 

table. 

 

Table 12: projected milk production in current, moderate and high annual growth rate 

  2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 

3% 

growth 
2000000 2060000 2121800 2185454 2251018 2318548 2388105 2459748 2533540 2609546 2687833 

5% 

growth 
2000000 2100000 2205000 2315250 2431013 2552563 2680191 2814201 2954911 3102656 3257789 

7% 

growth 
2000000 2140000 2289800 2450086 2621592 2805103 3001461 3211563 3436372 3676918 3934303 

 

4.3 Per Capita Milk Availability 

 

Per capita milk availability in Nepal is around 65 kg which is far below the 250g/day (91 

kg/annum) recommendation of WHO/FAO. The per capita availability of milk in developed 

world is 222kg. Among the South Asian countries, Pakistan has highest per capita availability 

(230kg), followed by India (98kg). Per capita availability of milk in Bangladesh (18kg) and Sri 

Lanka (33kg) is below compared to the figure in Nepal. It has been estimated that annual milk 

production growth rate of 7-8% is required to meet the WHO/FAO recommended per capita 

consumption of milk (Table 10).    

 

Table 13: Projection on Annual Growth rate required to meet milk consumption 

recommended by FAO/WHO by 2024 (15
th

 5 years Plan period).  

  2019 2020 2021 2022 2023 2024 

Milk Production (MT at current 

growth)  
1992333 2046811 2102779 2160277 2219347 2280032 

Human Population (@1.3% growth 29602340 29975031 30352414 30734549 31121494 31513311 

Per capita availability (lit) 67.3 68.3 69.3 70.3 71.3 72.4 

Projected milk production ( at 5% 

annual growth) 
1992333 2091950 2196547 2306374 2421693 2542778 

Per capita availability (lit) 67.3 69.8 72.4 75.0 77.8 80.7 

Projected milk production ( at 7% 

annual growth) 
1992333 2131796 2281022 2440694 2611542 2794350 

Per capita availability (lit) 67.3 71.1 75.2 79.4 83.9 88.7 

Projected milk production ( at 8% 

annual growth) 
1992333 2151720 2323857 2509766 2710547 2927391 

Per capita availability (kg) 67.3 71.8 76.6 81.7 87.1 92.9 
, 

 

The annual milk production growth rate at present is around 3%. With proper breeding, feeding 

and health management with proper functioning of AI mission and forage mission, it is not 

difficult to attain 7% annual growth rate, however given the situation or recent reform in the set 

up under Department of Livestock Services, it is likely that the required growth rate of 7% seem 

nonrealistic and annual growth rate between 3-5% is expected for coming years. 
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4.4 Dairy Animal Management System 

 

Milk production in Nepal broadly can be classified into two systems 1) traditional subsistence 

milk production system and 2) market linked commercial/ semi commercial milk production 

system. Under traditional subsistence production system, majority of the dairy animals are of 

indigenous origin, are kept in low input and mostly under grazing management with rare uses of 

external inputs. Under this system animals are kept for milk and milk products mainly for 

household consumption. Surplus milk if any is sold to village tea shop if the opportunity for this 

exists in the village. The products particularly Ghee (clarified butter) are traded in the nearby 

town. The system is under pressure and gradually shifting towards commercial/ semi commercial 

production, once the villages are connected by road network and national milk grids. In the areas 

lacking these opportunities, farmers are gradually abandoning rising of animals in search of other 

employment opportunities in cities or abroad. The second type of milk production system which 

is emerging in the country is described under following sub headings: 

 

(i) Smallholder dairying 
 

Smallholder dairy systems are common throughout the developing countries. Market-oriented 

dairy farming by smallholders practicing a mixed crop-livestock form of farming can be a key to 

economic development in many areas of the HKH including Nepal. Over the past 10 to 15 years, 

considerable changes have taken place in the structure and management systems of smallholder 

dairy farming within the mixed crop-livestock farming systems. In particular, there have been 

notable changes in the species and breeds of the dairy population, infrastructure, and market 

developments. Increasing urban markets and improved marketing systems have led to a slow but 

steady move towards dairy farming as a means of supplementary income generation and even as a 

commercial venture rather than as part of a subsistence system.  

 

Devendra (2001) categorized smallholder dairy production system into three systems: 

1. Traditional, usually with ad hoc marketing arrangements such as many peri urban farms 

2. Cooperative, formed from natural aggregation and concentration of farms 

3. Intensive, where herd sizes become larger 
 

Smallholders manage their herds in order to maintain a steady supply of milk. The number of 

mulch animals that can be reared in a smallholder system has a certain ceiling. The obvious 

determining factors to this are the size of landholding, the availability of feed and human labour. 

In the major dairy pocket areas of Nepal, majority of the dairy farmers are smallholders. Out of 

880 farms under recording scheme for genetic improvement programme across 14 hill and Terai 

districts of Nepal, the median herd size was found to be 5 with majority of households (56%) 

having cattle herd size of 1-5. Very few households were having more than 10 cattle and 

extremely low had herd size of more than 20 cattle. Some of the smallholder dairy farmers keep 

the mixed herd of cattle and buffalo, some only buffaloes and rest only cattle with their unique 

explanation for such practices. Although government programmes have promoted crossbred cows 

for use as dairy animals, the use of buffalo is becoming popular among small farmers because of 

their adaptability to local feed resources, high milk fat content, and salvage value in the hills. The 

milk produced from these smallholder farmers come into formal milk market through organized 
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private and public dairy sector in the country. Some farmers are still opt to supply milk directly to 

the consumers or to the intermediate processor (hotel and restaurants producing sweets) as they 

get better price for milk compared to the price when they sell it to the formal milk market.   

 

In Nepal's hills and Terai, areas that are accessible via the road network have experienced 

significant growth in smallholder dairy farming. The marketing of milk has been facilitated by the 

establishment of milk collection centers that transport milk to the main chilling canters 

established by DDC (government), as well as by private dairies in strategic milk collection points. 

 

Private sector involvement in processing milk from smallholdings is increasing. However, the 

private sector's efforts are also uncoordinated, and quality enforcement is lacking. The private 

sector also suffers from unfair competition with the subsidized public sector.  

In the high hills and mountain areas, Chauries (crossbred between yak and hill cattle) are being 

raised mainly for milk production. The milk is being utilized for Yak cheese production by DDC 

owned and private cheese factories. Milk production from Chauries are seasonal (not milked 

during winter feed scarce period) and thus the operation of these cheese factories located in the 

remote high hills of the country are also seasonal.  
 

(ii) Periurban milk production 
 

Most of the smallholder dairy production development has been evolved around peri urban areas 

as there is good road link and good market potential for the milk and products in adjoining city 

center. The state owned Dairy Development Corporation (DDC) initiated 5 different milk supply 

scheme namely Kathmandu Milk Supply Scheme (KMSS), Biratnagar Milk Supply Scheme 

(BMSS), Hetaunda Milk Supply Scheme (HMSS), Pokhara Milk Supply Scheme (PMSS) and 

Lumbini Milk Supply Scheme (LMSS) in Kathmandu, Biratnagar, Hetauda, Pokhara and Butwal 

respectively. Consequently, the smallholder as well as medium to large scale dairy farms emerged 

in the vicinity of these city centers. The collection and chilling centers were established around 

these dairy farm settlements. The private dairy sectors also focused their activities on these 

established centers thus smallholder dairy grew faster in these peri urban areas. However, in the 

present context of short supply of around 400000 lit of milk daily to the established capacity of 

small to large dairy industries, the private sectors are expanding their coverage in new peri urban 

areas as well as in the villages where there is good road linkage. The lower opportunity costs of 

land and labor in peri urban areas compared to that within the cities have greatly encouraged 

dairy development in peri urban areas. However, smallholder dairy farming is not uncommon in 

the city Centre itself. Small to medium sized dairy farms are found in major cities like 

Kathmandu, Pokhara and Biratnagar. The feeding of these dairy animals kept in the city itself 

however differs from that kept in the peri urban areas. In the city centers, the animals greatly 

depends on straw and concentrates, whereas there is a practice of cultivating forage grass 

depending on availability of land in peri-urban areas. Green grasses from fallow land and 

roadside and from fodder tree is also available in the peri urban areas. 
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(iii) Dairying through co-operatives 

 

The fundamentals of the cooperatives is working together to build self-reliant communities. 

Cooperatives are often cited as one of the most effective way of grouping small dairy farmers to 

deal with the challenges of producing and marketing milk. As a result of the perishable nature of 

milk and the range of skills involved in its production and marketing, dairying requires a number 

of services that can best be provided by cooperative action. It is not surprising therefore that the 

cooperative movement has featured prominently in the development of the dairy industry 

worldwide.  

 

A dairy cooperative business is owned, operated, and controlled by the dairy farmers who benefit 

from its services. Members finance the cooperative and share in profits it earns in proportion to 

the volume of milk they market through the cooperative. Milk producers' cooperatives and 

association were formed for the first time in 1980 in Nepal to cope with the challenges being 

faced by smallholder farmers in milk production pockets. At present, there are 1748 Milk 

Producer's Cooperative Societies (MPCs) functioning in 62 districts in the country (as of Ashad 

2068). These primary cooperatives used to have at least 25 member farmers. In the district level, 

District Milk Producers‟ Cooperative Unions (DMPCUs) are in function in 38 districts which 

coordinates and facilitates its member primary cooperatives within the district for dairy operation. 

Central Dairy Cooperative Association of Nepal (CDCAN) is the national level umbrella for 

primary cooperatives and union in the country.  

 

The farmers‟ are paid for milk on basis of fat and SNF content of the milk. However, the primary 

cooperatives are additionally paid for total solid content of the bulk milk from DDC and dairy 

industries. This amount helps to run cooperative for its day to day operation. The salary to the 

personnel involved in the cooperative, transportation cost from collection to chilling centres or 

dairy industries, and purchase of chemicals and glassware required are also paid from these 

earnings of the cooperatives.   

 

Farmer-owned dairy cooperatives engage in a variety of activities to provide members an assured 

market for their milk. Dairy cooperatives range widely in size and function-some solely arrange 

for the sale of members' milk and provide few services, while others manufacture range of 

products and may market their products directly to consumers.  Most MPCs are engaged in milk 

collection, quality testing and distribution of milk payments. Some MPCs operate input supply, 

veterinary services, and consumer goods outlets for members. Feed manufacturing by the 

cooperatives and selling to the cooperative member is gaining popularity as there is greater 

quality assurance and payment ease in the process. 

 

Dairy animal farming system sustainability: 

 

The dairy system sustainability is highly dependent on the milk and feed price ratio prevailing in 

the market. From the milk: feed price ratio, it is possible to obtain an indication of which types of 

dairy farming systems fit best into a given country or region. For instance, high milk feed: price 

ratio indicates that it may be profitable to intensify a farming system. Concentrate based and more 
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intensive system would be preferable dairy animal farming system if Milk: Feed price ratio is 

more than 1.5. Once the milk: feed price ratio starts to fall – driven either by falling milk prices or 

increasing feed prices – „intensification‟ of the system might be preferable and forage based 

production system might be profitable. In Nepal the milk: feed price is less than 1:5 and hence 

forage based production system is recommended.  

 

4.5 Major Constraints in Dairy Animal Farming 

 

Nepal is one of the countries having highest livestock population densities per unit of cultivated 

land in Asia. However, the productivity of most of the livestock species is poor due to many 

inherent and external constraints. The poor genetic potential has been further aggravated by short 

supply of quality feeding resources and poor management practices.  Some of the major 

constraints being faced by the dairy farmers throughout the country are:  

 Poor genetic potential of indigenous dairy animals: leading to high cost of production. 

 Non recommendation of proper exotic breed/ blood level for different agro ecological 

zones and production system for optimum productivity and profit. 

 High cost of production associated with rising price of feeding resources particularly 

concentrates 

 Unavailability of quality seed of forages for livestock and lack of irrigation facilities 

 Lack of appropriate insurance policies in the context of rising price for the dairy animals 

 Prevalence of many economically important diseases and parasites causing great 

production and thus economic loss 

 Infertility problem in crossbred animals-various form of infertility exists from delayed 

maturity to post portemanestorus, repeat breeding to abortion.  

 Hygienic milk production related with trade and human health (SPS measures) 

 Policy regarding animals with diseases (TB, Brucellosis etc.) and infertility problem 

 Price control system 

 Low investment from public sector, high interest rate 

 Insufficient chilling centre- problem in bringing evening milk- thus negatively impacting 

on quality of milk delivered 

 Environmental issues – methane gas emission from dairy animals 

 Management of unproductive dairy cattle. 

 

In the present context of global climate change, livestock production being blamed for 

greenhouse gas emission and country having already high number of cattle and buffaloes, it is 

imperative that increasing the productivity rather than the number of animals is absolute 

necessary. 

 

4.6 Dairy Industries in Nepal 
 

Dairy industries in Nepal is classified into four different categories; namely  large industry with 

processing capacity of more than 50000.0 lit of fluid milk per day, medium industry with 
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processing capacity from 10000 to 50000 lit/day, small industry with processing capacity of 

1000-10000 lit per and cottage industries handling less than 1000 lit fluid milk per day. There are 

4 large, 30 medium and around 700 small industries in Nepal and provide employment 

opportunities for about 20000 people in the country. The share of government owned DDC is 

40% and the various private dairy industries share the 60% of the formal milk market. It is 

estimated that around 15-20% of the total milk produce enter into the formal milk market in 

Nepal. There are two different associations linked with dairy industries namely i) Nepal Dairy 

Association (NDA) and Dairy Industries Association (DIA). The capacity and current operation 

of various dairy industries under DIA is given in the following table. The total installed daily 

processing capacity of these dairy industries is 612000 lit per day but colleting 381500 lit milk 

per day and operating at 62% of the installed capacity. 

 

Table 14: Dairy industries of Nepal 

S.N. Name of Dairy Industries Address 

Production 

Capacity 

(kg/d) 

Avg Daily 

Collection 

(kg) 

Major products  

1 Adhunik Dairy Pvt. Ltd Balaju, Ktm 15000 12000 
Process Milk , Dahi, 

Paneer, Ghee 

2 Bhaktapur Dairy Pvt. Ltd Bhaktapurr 10000 2500 Pastuaurised Milk , butter 

3 Kalika Dairy Co. Pvt. Ltd Bhaktapapur 25000 18000 
Process Milk , Dahi, 

Paneer, Ghee, icecream 

4 Kathmandu Dairy Pvt. Ltd Kathmandu 12000 6000 
Process Milk , Dahi, 

Paneer, Ghee 

5 Kharipati Dairy Pvt. Ltd Bhaktapurr 30000 20000 
Process Milk , Dahi, 

Paneer, Ghee 

6 
Nava Pravat Dairy Pvt. 

Ltd 
Lalitpur 25000 18000 

Process Milk , Dahi, 

Paneer, Ghee, Icecream 

7 Nepal Dairy Pvt. Ltd Lalitpur 30000 18000 
Process Milk , Dahi, 

Paneer, Ghee 

8 Puspa Dairy Farm Balaju, Ktm 5000 3500 
Process Milk , Dahi, 

Paneer, Ghee 

9 Sainju Dairy Pvt Ltd Bhaktapurr 25000 17000 
Process Milk , Dahi, 

Paneer, Ghee 

10 Rajdhani Dairy Pvt. Ltd Lalitpur 30000 18000 
Process Milk , Dahi, 

Paneer, Ghee 

11 
Sujal Dairy Pvt. Ltd, 

Pokhara 

Pokhara, 

Ktm 
80000 60000 

Process Milk , 

IcecreamSMP, Dahi, 

Paneer, Ghee 

12 Modern dairy I. Pvt. Ltd Bhaktapurr 15000 10000 
Process Milk , Dahi, 

Paneer, Ghee 

13 
Integrated Dairy & Agro 

Products Ltd. 
Panauti 15000 6000 

Process Milk , Butter, 

Ghee 

14 Sanjeevani Dairy Udhyog Bhaktapurr 10000 9000 
Process Milk , Dahi, 

Paneer, Ghee 
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15 Chitawon Milk Ltd. Chitawon 150000   Processed milk, SMP 

16 Jagadamba Dairy Pvt. Ltd Nhaktapur 15000 10000 
Process Milk , Dahi, 

Paneer, Ghee 

17 Hetauda Dairy I. Pvt. Ltd Hetauda 30000 20000 
Process Milk , Dahi, 

Paneer, Ghee 

18 Kamadhenu Dairy Coop., Sunsari 20000 15000 
Process Milk , Dahi, 

Paneer, Ghee, icecream 

19 Idea Plus Dairy Pvt. Ltd Lalitpur 0    Closed  

20 Country Food Pvt. Ltd. Bhaktapurr 20000 12000 
Process Milk , Dahi, 

Paneer, Ghee 

21 
SamuhikKrishak Dairy 

Ltd. 
Kathmandu 10000 5000 

Process Milk , Dahi, 

Paneer, Ghee 

22 Samyukta Dairy Pvt. Ltd. Lalitpur 30000 20000 
Process Milk , Dahi, 

Paneer, Ghee 

23 Tulasa Dairy Pvt. Ltd Kathmandu 20000 12000 
Process Milk , Dahi, 

Paneer, Ghee 

24 Shivam Dairy Pvt. Ltd. Bhaktapurr 15000 8000 
Process Milk , Dahi, 

Paneer, Ghee 

25 Himilayan Dairy Pvt. Ltd lalitpur 30000 16000 
Process Milk , Dahi, 

Paneer, Ghee 

26 NMC Dairy Coop Ltd Jhapa 20000 12000 
Process Milk , Dahi, 

Paneer, Ghee, ice-cream 

27 Lumbini Milk Limited Butwol 15000 10000 
Process Milk , Dahi, 

Paneer, Ghee, ice-cream 

28 Milan Dairy Pvt Ltd Saptari 15000 10000 
Process Milk , Dahi, 

Paneer, Ghee 

29 Kosheli Dairy Sindhuli 8000 2500 
Process Milk , Dahi, 

Paneer, Ghee 

31 Fishtail Dairy 
Pokhara, 

Ktm 
15000 10000 

Process Milk , Dahi, 

Paneer, Ghee 

30 JeenaBikash Dairy Bitatnagar 12000 8000 
Process Milk , Dahi, 

Paneer, Ghee 

31 Anup Dairy Pvt. Ltd Banepa 10000 5000 
Process Milk , Dahi, 

Paneer, Ghee 

  Total 612,000 381,500   

 

The daily collection and processing of milk with their installed capacity of various dairy 

industries affiliated with Nepal Dairy Association in given in the following table.  

 

Table 15: Milk collection and processing by dairy industries under NDA 

SN Name of Industries Address 

Daily 

Collection 

Daily 

Processing 
Processing 

Capacity 

Percent 

Utilization 
2074/75 2073/74 2074/75 2073/74 

1 SitaramGokul Milks Kirtipur 40000 30000 40000 30000 100000 40.0 



28 

 

2 Jayashrree Krishna Dairy Panchkhal 6000 4000 6000 4000 8000 75.0 

3 Fistail Dairy PvtLts Pokhara 10000 9000 10000 9000 10000 100.0 

4 Ritika Dairy Industry Jhapa 9000 8000 9000 8000 10000 90.0 

5 HD Dairy Milk Kathmandu 6000 4000 6000 4000 6000 100.0 

6 Love Kush Dairy Pokhara 10000 7000 10000 7000 10000 100.0 

7 Shree Krishna Dairy Pokhara 7000 3000 7000 3000 8000 87.5 

8 Narayani Milk Hetaunda 4000 3000 4000 3000 4000 100.0 

9 Hetaunda Dairy Industries Hetaunda 30000 25000 30000 25000 30000 100.0 

10 Khaptad Dairy Udhyog Dhangadhi 4000 3000 4000 3000 6000 66.7 

11 Milko Industries Siraha 4000 3000 4000 3000 4000 100.0 

12 Panthi Dairy Pokhara 6000 5000 6000 5000 8000 75.0 

13 Malika Dairy Udhyog Kathmandu 1000 800 1000 800 1200 83.3 

14 Dhumbarahi Dairy Kathmandu 700 500 700 500 800 87.5 

15 Bagmati Dairy Company Kathmandu 500 500 500 500 800 62.5 

16 Asal Dairy Udhyog Pokhara 1000 1000 1000 1000 1200 83.3 

17 Gokul Dairy Udhyog Hetaunda 1000 1000 1000 1000 2000 50.0 

18 Shivakalai dairy Milk Gaur 2000 2000 2000 2000 2000 100.0 

19 Milan Dairy Simara 1000 800 1000 800 1000 100.0 

20 Ma Bhawani Dairy Siraha 1000 1000 1000 1000 1000 100.0 

21 Ujjwal Dairy Udhyog Kathmandu 2000 1500 2000 1500 3000 66.7 

22 Anupam Dairy Banke 2000 1500 2000 1500 2000 100.0 

23 Milan Dairy Udhyog Saptari 16000 10000 16000 10000 16000 100.0 

24 Pabitra Dairy Rupandehi 2000 1500 2000 1500 4000 50.0 

25 Shivaganga Dairy Rupandehi 4000 300 4000 3000 6000 66.7 

26 Pawan Dairy Udhyog Chitwan 1000 700 1000 700 1000 100.0 

27 Ugrachandi Dairy Kathmandu 800 400 800 400 800 100.0 

28 Shreeram Dairy Udhyog Kathmandu 3000 1500 2000 1000 3000 66.7 

29 Dhamala Dairy Kathmandu 2000 1000 2000 1000 3000 66.7 

30 Sulav Dairy Milk Bhaktapur 300 200 300 200 500 60.0 

31 Parasi Devi Dairy Kathmandu 2000 1500 2000 1500 4000 50.0 

 Total  179300 131700 178300 133900 257300 2527.6 

 

The industry‟s aggregate daily collection and the daily processing capacities were 179300 liter 

and 178300 liter respectively for FY074/75; and 131700 and 133900 liter respectively for 

FY073/74. From the table 14 & 15, the total per day milk collection from the formal sector is 

714316 ltrs including all of the DDC, NDA and DIA. Moreover, the total processing capacity 

utilization of the industries is 64 % of the installed capacity, excluding the DDC figure. The 

average daily procurement and processing of milk operated by DDC in various parts of the 

country is given in the following table. 
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Table 16: Average daily processing of milk by DDC 

Scheme name 

Processing 

capacity 

(ltr/hr) 

Major products 

Avg. 

Collection 

(Ltr/day) 

Average 

sale 

(Ltr/day) 

Major Collection 

area 

Kathmandu Milk 

Supply Scheme, 

Balaju 

15000 

Processed milk, 

Fresh milk, 

Yoghurt, Butter 

and Ghee 

60166 91639 

Chitwan, 

Sindhupalchowk, 

Kavre, Bhaktapur 

and Dhading 

Hetauda Milk Supply 

Scheme, Hetauda 
3000 

Processed 

milk,Fresh milk, 

Yoghurt, Butter, 

Ghee and sweets 

11044 7660 

Bara, Rautahat, 

sarlahi, 

Makwanpur 

Milk Product Supply 

Scheme, Lainchaur 
3000 

Yoghurt,Cheese, 

Ice-cream and 

Paneer 

4423 
 

Kavre, Nuwakot, 

Ilam and Pachthar 

Biratnagar Milk 

Supply Scheme, 

Biratnagar 

5000 

Processed 

milk,Skimmed 

Milk Poder 

(SMP), Yoghurt, 

Ghee and Butter 

31489 6138 

Ilam, Dhankuta, 

Terathum, sunsari 

and Morang 

Janakpur Milk Supply 

Scheme, Dhalkewar 
2000 

Processed milk, 

Yoghurt and ghee 
1272 1653 

Dhanusha, 

Mahottari, Saptari 

and Udaypur 

Lumbini Milk Supply 

Scheme, Butwal 
2000 

Processed milk, 

Fresh milk, 

Yoghurt and ghee 

29361 3737 

Kapilbastu, 

Rupendehi and 

Nawalparasi 

Nepalgunj Milk 

Supply Scheme, 

Nepalgunj 

1000 
Processed milk, 

Yoghurt and ghee 
12834 593 

Dang, Banke and 

Bardiya 

Dhangadhi Milk 

Supply Scheme, 

attariya 

1000 
Processed milk, 

Yoghurt and ghee 
3927 1111 

Kailali and 

Kanchanpur 

Aggregate Industry 

Total  
32000 

Aggregate 

Industry Total 
154516 13232 

Major milk 

production 

Pockets of Nepal 

 

The large dairy industries with more than 50000 lit processing capacities per day were operating 

at 58% of the installed capacity (excluding Chitwan Milk Ltd). Similarly, the medium diary 

industries were found to be operating at 68% of the installed capacity and those of small dairy 

industries was operating at 78%. 
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Table 17:  Summary of the diary industries and their operation against installed capacity 

Dairy Industries  Number Operation 

Large (>50000 lt capacity) 2 58% 

Medium (10000-50000 lit Capacity) 32 68% 

Small (<10000 lit) 27 78% 

DDC 1 67% 

 

4.7 Skim Milk Powder Production 
 

Nepal has two distinct seasons in terms of milk production namely flush season (Sep-March) and 

lean season (April-Aug). To address this seasonality of production and overcome excess milk 

during flush season (due to excess production than the formal market can consume) and short 

supply during lean season, powder milk (whole milk powder-WMP and skimmed milk powder-

SMP) production which has long shelf life would be appropriate option. Apart from that, SMPs 

are required for production of various dairy products such as confectionaries, ice creams and 

sweats. Long distance transportation cost could be significantly reduced if SMP/WMP are 

produced instead of transporting the fresh milk which has quite short shelf life and there is a quite 

high chance of spoilage of milk during such long haulage.  

 

Skim Milk Powder is obtained by removing water from pasteurized skim milk. It contains 5% or 

less moisture (by weight) and 1.5% or less milk-fat (by weight) and a minimum milk protein 

content of 34%. Skim Milk Powder is classified for use as an ingredient according to the heat 

treatment used in their manufacture. There are three main classifications: high-heat (least 

soluble), medium-heat, and low-heat (most soluble). Spray-dried Skim Milk Powder is available 

in two forms: ordinary or non-agglomerated (non-instant) and agglomerated (instant). 

 

The state owned Dairy Development Corporation (DDC) and private dairies namely Sujal Dairy 

Industries PVt Ltd in Pokhara and Chitwan Milk Limited in Chitwan are the industries that 

produce SMP in the country. The Chitwan Milk Limited which has capacity to produce 20 MT 

SMP daily has to stop operation few years back due to some management constraints, however, 

has been recently  restarted production though to a limited extent. DDC has its powder milk 

production plant at Biratnagar in eastern Terai and has capacity to produce 6MT SMP processing 

around 60000 lit of milk per day.  

 

The annual SMP production from DDC during FY 2071/72 was nearly 1000 MT, which 

continuously declined and reached to less than 500MT during 2073/74. International price drop of 

SMP might have influenced on the lesser production of SMP by DDC. During the Year 2074/75, 

SMP production again increased and reached 8000.0 MT which also coincide with the 

international price increase for SMP.   
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Figure 15: Trend of SMP, Butter and Ghee production over last 4 years in DDC  

Source (DDC annual report 2073/74 and DDC website for FY 2074/75 figure) 

 

SMP production from DDC (Biratnagar Milk Supply Scheme) and milk conversion for DDC 

from Sujal DairyPvt LTD (SDPL) and Chitwan Milk Limited (CML) during first 7 months of FY 

2075/76 is given in the following table. A total of 628 MT of SMP has been produced.  

 

Table 18: SMP production for DDC (2019) 

  Srawan Bhadra Aswin Kartik Marg Poush Magh Total 

BMSS 52200 45750 56275 55150 73175 10350 51350 344250 

SDPL 5678.5     7957.25 58539 42915.25 46476.25 161566.3 

CML       13628.86 25839.73 48244.32 34409 122121.9 

Total 57878.5 45750 56275 76736.11 157553.7 101509.6 132235.3 627938.2 

Source: DDC 

 

The total SMP produced by Chitwan Milk Limited during Srawan to Magh, was 900MT of which 

750 MT was for various dairy industries and rest 150 MT produced for the industry itself which is 

at stock currently.  

 

Similarly, Sujal Dairy has converted milk into SMP for various dairy industries located in 

different part of the country and during first 7 months of FY 2075/76, SDPL has produced 382 

MT of SMP (that also include 166 MT converted for DDC). SDPL has closing stock of 74.5 MT 

of SMP in the month of Magh, 2075.  
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Table 19: Production of SMP during first 7 months of FY 2075/76 by SDPL 

Total Milk Conversion by SDPL for FY2075/76 (Sharwan to 

Magh) 
Conversion Summary 

SN Company Total 

Total 

Production 

Butter in KG 

Total 

Production 

SMP in KG 

1 DDC 1977060 113176 166700 

2 Rajdhani Dairy 27818 1518 2185 

3 Sauyukta Dairy 54034 2824 4148 

4 Kalika Dairy 19898 1688 2480 

5 Modern Dairy 16038 912 1305 

6 Kanchan Dairy 33521 2050 2648 

7 Samuhik Dairy 5088 244 392 

8 Nepal Dairy 32020 1264 1766 

9 Kharipati Dairy 104777 7924 11927 

10 Godhuli Dairy 11745 584 885 

11 Jaya Himali Dairy 4374 202 352 

12 Kamadhenu Dairy 27296 1133 2136 

13 Bajgai Dairy 22688 1598 2561 

14 Sujal Dairy 2252928 112646 182938 

 Total 4580285 247763 382432 

Source: SDPL (2019) 

 

Hence during the first 7 months of FY 2075, a total of 628+900+382-162-122= 1626 MT of SMP 

has been produced. 

 

4.8 Requirement of SMP 

 

Estimation of annual SMP requirement for the country is very hard. The annual import data and 

production data indicates around 6000-7000 MT of SMP is consumed annually in the country, but 

due to porous border between India and Nepal, it is speculated that significant amount of SMP is 

imported from second route other than from the formal custom route. Again whenever the 

international price of SMP goes down, the tendency of dairy industries incline towards import of 

SMP and reconstitute and thus the demand surges high during low SMP price in international 

market. Further, it has been speculated that near to expire SMP enters Nepal through porous 

border from India. The demand of SMP in the country is for reconstitute milk either to meet 

production deficit during lean season or to tap the profit if international price for SMP drops. 

Apart from dairy industries, the demand for SMP is for various confectionery industries in the 

country, dairy based sweet producers and for the market as tea ingredients and institutional 

consumers such as military and police camp. Baby formula (instant powder milk) is also imported 

in the country.  

 

The gross estimate of SMP requirement for the dairy industries associated with Nepal Dairy 

Association as provided by them is presented in the table.  
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Table 20: Gross Estimation of SMP requirement 

S. N. Description Falgun to Bhadra Ashoj to Magh 

 NDA Estimation 25000 KG 6250 Kg 

Hence the total volume required for these industries is calculated to be 206 MT per year.  

 

4.9 Import of SMP and other dairy products: 

 

The trend of import of fresh milk and other various dairy products in the last five years is 

represented in the following graph. The fresh milk import particularly from India and during lean 

season has gone down over these period significantly, whereas in the same period, the import of 

various dairy products is in increasing trend. The country imported around 1.25 billion rupees 

worth dairy products in 2071/72 which has reached to almost 2.3 billion rupees annually in the 

year 2074/75. 

 

 
Figure 16: Import of fresh milk and other dairy products in last five years 

 

The quantity and values of different dairy products imported and exported during 2012 to 2016 is 

given in the following table. SMP, skimmed milk dried, whole milk dried and chocolate are 

imported in high quantity and amount. Export is nominal and is represented by cheese (yak 

cheese) and some clarified butter (ghee).  

 

Table 21: Various dairy products import in Nepal 

Products 

Import/ 

Export 

Quantity (MT) Value (‘000 US$) 

2012 2013 2014 2015 2016 2012 2013 2014 2015 2016 

Butter Import 246 562 476 194 79 610.0 1470.0 1842.0 750.0 280.0 

  Export 0 1 9 2 0 0.0 1.0 16.0 5.0 1.0 

Cheese Import 128 156 168 121 88 426.0 707.0 910.0 661.0 574.0 

  Export 52 30 35 51 31 64.0 185.0 351.0 552.0 43.0 
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Chocolates Import 1954 2220 2804 2322 3125 7565.0 9572.0 13039.0 11579.0 15604.0 

  Export 0 2 7 1 0 0.0 2.0 12.0 0.0 0.0 

Ice cream Import 128 111 172 185 296 236.0 291.0 492.0 377.0 696.0 

Lactose Import 188 250 353 239 203 186.0 323.0 845.0 505.0 374.0 

SMP Import 2818 359 6248 164 92 1050.0 172.0 3047.0 85.0 93.0 

Skimmed 

milk dried 

Import 292 518 1025 477 2321 651.0 1267.0 3374.0 1238.0 7133.0 

Export 50 0 0     132.0 0.0 0.0     

Condensed 

Milk 

Import 273 191 154 114 234 349.0 175.0 156.0 177.0 704.0 

Export 0 1 4 0   1.0 1.0 2.0 0.0   

Whole 

Milk Dried Import 
1349 1026 1504 1796 2364 4728.0 4494.0 6995.0 7961.0 9530.0 

Evaporated 

Milk Import 
12 59 49 2 2 9.0 76.0 53.0 3.0 4.0 

Fresh Milk Import 4751 2332 13955 904 1536 1841.0 1111.0 7064.0 464.0 789.0 

 Total 14253 9831 28977 2816 3902 19860 21860 40212 8605 10323 

 

During the year 2073/74, the dairy products import from various 37 countries was worth 2.44 

billion Nepalese rupees with a total volume of 10312 MT. The import dairy products incorporates 

from fresh milk to SMP (different fat content), WMP, cheese, chocolates products, yoghurt, 

butter, evaporated and condense milk. Of the total dairy product imports, about 71.4% of the 

import values is from India followed by Ukraine (7.4%) and New Zealand (4.8). The dairy 

products are also being imported from African country- Uganda. 

 
 

Table 22: Import of various dairy products by country (2073/74) 

SN Country Quantity (kg) 
Value 

(NPR'000) 

Proportion to 

total trade value 

1 India 7638738 1741097.0 71.4 

2 Ukraine 607000 180419.0 7.4 

3 New Zealand 469800 117828.0 4.8 

4 Poland 299634 74880.0 3.1 

5 Uganda 267829 67075.0 2.7 

6 Belarus 150000 47691.0 2.0 

7 EU 97851 25559.0 1.0 

8 France 102150 24835.0 1.0 

9 Australia 71045 18063.0 0.7 

10 Belgium 50750 13206.0 0.5 

11 Denmark 16104 12834.0 0.5 

12 Malaysia 119510 12782.0 0.5 

13 Ireland 50000 12556.0 0.5 

14 Spain 48000 12274.0 0.5 

15 Singapore 23252 10598.0 0.4 
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16 Netherland 21673 9679.0 0.4 

17 Turkey 100144 9012.0 0.4 

18 Germany 54133 8754.0 0.4 

19 UK 11571 7349.0 0.3 

20 Sweden 25500 6556.0 0.3 

  

4.10 Cost of SMP Production 
 

DDC has provided information that their cost of production for 1 kg SMP is 480 NPR. However, 

detail study from Sujal Dairy Pvt. Ltd (Srawan 2075 to Magh 2075) reveals a slightly different 

cost of production.  

 

Table 23:  Calculation of Fresh Milk to Produce Power Milk  

SN Particulars Unit Detail 

1 Milk converted to SMP 458,0285 kg 

2 SMP Produced 382,432 kg 

3 Proportion of SMP recovered 8.34% 

4 Butter Produced 247,763 kg 

5 Proportion of butter recovered 5.4% 

6 Butter Price Rs 600.0/kg 

7 Butter Income [6X4] Rs. 148,657,800.0 

8 Milk Price @45.0 (4% fat and 8% SNF) Rs, 206,112,825.0 

9 Milk Price minus- Butter income (9-8) Rs 57,455,025.0 

10 Conversion cost for 1 kg SMP (105+13%VAT) Rs 118.65 

11 Conversion cost for Butter (45+13% VAT) Rs. 50.85 

12 Conversion cost SMP (382432kgX118.65) Rs 45,375,556.0 

13 Conversion cost Butter (247763kgX50.85) Rs 12,598,749.0 

14 Total conversion cost (12+13) Rs 57,974,305.0 

15 Total cost of SMP (9+14) Rs. 115,429,330.0 

16 Cost of SMP/kg (15/2) Rs. 301.83 

Source: Consultant Estimation      

 

A total of 4,580,285 kg fresh milk was used for powder milk production for various dairy 

industries including DDC and for Sujal Dairy Industry itself. From which 382,432 kg SMP and 

247,763 kg butter (with 80% fat) was produced. With Assumption that NRS 45.0 Rs is paid for 

4% Fat and 8% SNF content milk, Rs, 206,112,825.0 was paid for fresh milk. The conversion 

cost of 105 Rs/kg for SMP and Rs 50/kg butter plus 13% VAT include all production cost 

associated with recurrent cost including packaging, depreciation on machineries and other fixed 

cost and margin set by the processing industries. With addition of fresh milk procurement cost, 

and deduction of income from butter sale, the cost of production for 1 kg SMP comes around NRs 

300.0. If Indian SMP enters in Nepal at a price of 180 to 200 INR/kg, Nepalese production should 

be competitive. However international price of US$2.3/kg SMP is cheaper even with addition of 

freight charges and custom duties.  
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4.11 Milk Production Potential and SMP Establishment 

 

There is SMP production plant in Province 1, 3 and 4 in Nepal. The plant at Province 1 is also 

procuring milk from Province 2 for conversion into SMP. However there is no powder milk plant 

in Province 5, 6 and 7.   

 

The total volume of annual milk production in Province 5 during FY 2017/18 was 335 thousand 

metric ton. Milk produce in Rupandehi, Palpa, Arghakhanchi, Gulmi and Kapilabstu might be 

easy to bring in Pokhara or Chitwan for SMP production or in Kathmandu for fresh milk sale. 

Deducting milk production from these districts, the annual production volume in Province 5 

stands at above 250 thousand MT or 700000 lit of milk daily. If we add the production figure 

from Province 6 and 7 also, the daily production stands at around 15,00,000 lit. Currently the 

Nepalgunj Milk Supply Scheme and Dhandgadhi Milk Supply Scheme under DDC collect around 

15000 lit of milk daily of which around 50% is locally consumed and rest is exported to other 

Milk Supply Scheme under DDC. If we assume, only 10% of the milk produced to come into the 

formal market around 150000 lit of milk can be collected in this region daily. Thus establishment 

of powder milk plant with capacity of 50000 to 100000 lit per day would be rational for dairy 

sector development in these provinces. 

 

The transportation cost for raw milk from mid and far western regions of the country (Province, 

5, 6,7) is very high and due to long distance, there is high chance that the milk get spoilt during 

transportation. Even at current rate of production and small proportion of milk produced coming 

into formal market in the provinces, the local consumption is below the volume of milk collected. 

Nearly half of the collected milk has to be transported into other provinces for processing and 

marketing. Once there is good road link, the volume of milk coming into formal market would be 

dramatically increased and SMP plant will be felt essential. It is unlikely that the establishment of 

powder plant in the province will negatively impact on the existing power plants as the annual use 

of SMP in the country is still far above the national production and is being imported through 

formal and informal channel. The following are the pros and cons of establishing powder milk 

plant in the province 5. 

Pros: 

a. The dairy farming business in the province will bloom that will support employment 

creation and income generation. 

b. The powder plant establishment will ensure the farmers that they will not have to face 

milk holiday in future. 

Cons. 

a. If the international market price for SMP continuously falls, it would not be possible for 

the Powder plant to compete with the international trade, however in such scenario, for 

protecting the wellbeing and interest of the farmers and safeguarding them from being 

collapse, government intervention and support would be essential.    

 

 

 

 



37 

 

5 Recommendation  

 

The dairy is emerging but most unstable livestock sub sector in the country. The international 

price volatility, porous border, high cost of production, lower dairy animal productivity are some 

of the reasons for the sector being such unstable. Production of SMP to reduce transport cost and 

extend shelf life of highly perishable product would be desirable but equally important is the need 

to be competitive in the market. The following recommendations have been made: 

 

1. The milk production cost is comparatively higher in Nepal owing to the low milk: feed 

cost ratio. The farm gate price for milk and price for concentrate is almost similar. In 

such circumstances, the intensive dairy animal farming might not be competitive and 

hence forage based extensive system is recommended.  

2. Milk production and productivity has to be improved significantly through adoption of 

appropriate technologies on breeding, feeding, health care and other farm management 

that will help reduce cost of production. 

3. Appropriate milk pricing system should be adopted as led by the market demand and 

supply situation as in the international market. However, to protect national dairy farmers 

and industries, government support system should be in place such that the system does 

not collapse.  

4. Skimmed Milk Powder Plant of capacity to process 50000-100000 lit of milk should be 

established in the appropriate location to cover province 5, 6 and 7 owing to the potential 

for dairy sector development in these regions. 

5. Import of SMP should be regulated by the central and provincial government and illegal 

import should be strictly prohibited. Specially near to end SMP shouldn‟t be imported. 

6. If the national production of SMP couldn‟t compete with the international price, the 

government should provide subsidies to protect the national farmers‟ interest. 


