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Abstract 
 
Agriculture and livestock are key components of the livelihoods of the poor. Livestock make a 
substantial contribution to household livelihoods’ and currently sustain the livelihoods of an estimated 
700 million rural poor in developing countries. In Nepal, poverty levels are extremely high and more 
than 80% of the population relies on the agriculture sector for employment and income generation.  
 
In this context, it is important to be able to understand the link between poverty and livestock and the 
possible impact of livestock policies on the poor. The aim of the analysis presented in this paper is 
twofold: firstly, to gain an in-depth understanding of the features that characterize the poor in Nepal so 
as to determine the role livestock plays in and for household’s income and income sources; secondly, 
based on the findings, set up household typologies related to livestock to be used to identify 
household groups within the country to better target specific livestock policies 
 
In conclusion the authors find that poverty in Nepal is mainly a rural phenomenon, where households 
mostly own land and livestock, and are extremely dependent on agriculture for household income. 
Livestock is found to contribute significantly to agriculture income both in the form of home production 
consumed within the households and agriculture cash income. The cash component proves to be 
especially important for the more isolated areas in which access to cash is very limited and for the 
landless households. This is leads to a call for policy makers to ensure that policies targeting livestock 
are put in place, since this will indirectly help the large portion of rural poor in the country. 
 
Key Words: Nepal, Livestock, Household Typologies, Poverty Reduction, Rural Livelihoods and  
 Income Sources.  
JEL: Q12, R20, 012. 
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Household Distribution 
Sampling Households Percent (%) 
Area Location 
Urban 716 12.2 
Rural 2,657 78.8 
Geographical Belt 
Mountains 409 12.1 
Hills 1,740 51.6 
Terai 1,224 36.3 
Regions 
Mountains 409 12.1 
Rural Hills 1,088 32.3 
Rural Terai 1,112 32.9 
Other Urban 428 12.7 
Katmandu 336 10.0 
Total 3,373 100.0 
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Region Sample Household 
Size 

Children per 
Household 

Household 
Head Age 

Literate 
Household 

Head 

Female 
Household 

Head 
 Freq. %* Mean sd Mean sd Mean sd %* %* 
Mountains 409 12.1 5.8 2.7 2.5 1.8 44.9 15.0 24.2 14.7 
Rural hills 1,088 32.3 5.8 2.5 2.6 1.7 45.2 14.4 36.5 17.1 
Rural terai 1,112 33.0 6.5 3.4 2.8 2.1 44.4 14.2 28.4 9.0 
Other urban 428 12.7 5.9 3.0 2.3 1.9 44.6 14.2 55.6 14.0 
Katmandu 336 10.0 4.9 2.1 1.6 1.2 44.0 14.5 72.6 14.6 
Total 3,373 100.0 6.0 2.9 2.5 1.9 44.7 14.4 38.4 13.5 
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Region Time to Road 
(hr) 

Time to Health 
Post (hr) 

Time to School 
(hr) 

Time to Market 
(hr) 

 Mean sd Mean sd Mean sd Mean sd 
Mountains 22.8 33.9 2.2 4.8 0.5 1.3 15.6 31.6 
Rural Hills 10.5 21 1.8 3.3 0.6 1.6 8.2 19.2 
Rural Terai 0.5 5.1 0.9 1.6 0.3 0.8 1.4 1.7 
Other Urban 0.2 2.3 0.4 0.3 0.2 0.2 0.3 0.3 
Katmandu 0 0 0.2 0.2 0.1 0.1 0.3 0.3 
Total 6.3 18.7 1.2 2.7 0.4 1.1 5.1 16.3 
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Region Land 
owners Plot size (Ha) 

 %* Mean** sd 
Mountains 96.8 1.16 2.2 

Rural hills 95.3 0.90 1.9 

Rural terai 76.2 1.24 1.7 

Other urban 47.4 0.86 1.7 

Katmandu 24.4 0.91 2.1 

Total 76.0 1.05 1.9 
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Region Livestock 
owners Herd size (TLU) Own LR Own 

SR 
Own 

Poultry 
Own 
Pigs 

 %* Mean** sd %*** %*** %*** %*** 
Mountains 95.1 3.3 2.7 94.6 52.4 47.0 11.3 

Rural hills 93.9 2.9 2.3 94.7 58.5 60.0 13.2 

Rural terai 86.2 2.3 2.5 84.7 55.1 44.7 12.2 

Other urban 37.1 0.6 1.1 69.8 44.0 44.7 2.5 

Katmandu 13.7 0.1 0.6 54.3 23.9 50.0 2.2 

Total 76.3 2.2 2.4 88.7 54.8 51.2 11.7 
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Region Mean 
(NRs.) 

Stnd. Dev. 
(NRs.) 

Median 
(NRs.) Frequency 

Area Location 
Urban 114,113 179,983 72,400 696 
Rural 30,980 36,766 22,070 2,632 

Region 
Mountains 26,564 31,588 18,810 409 
Rural Hills 32,526 40,131 23,270 1,082 
Rural Terai 30,107 34,359 21,504 1,094 
Other Urban 96,386 203,882 58,125 417 
Katmandu 128,142 127,422 95,660 326 

Livestock Ownership 
Livestock 35,093 46,543 23,368 2,565 
No Livestock 92,986 171,259 54,500 763 

Gender of Household Head 
Male 49,162 95,151 26,978 2,878 
Female 43,273 92,157 19,647 450 

Household Head Can Read and Write 
Yes 74,688 140,240 42,876 1,324 
No 29,671 42,216 19,450 2,023 
Total 48,366 94,760 25,943 3,328 
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Poverty 

The Foster Greer Thorbecke class of poverty measures are defined as 

�
=

=
q

i

a
ia zgnzxP

1

)()1();(  

where =x income 
 =n total number of households 
 =q number of poor households with income no greater than z 

 )( ii xzg −=  is the income shortfall of the ith household 
 z > 0 is the predetermined poverty line 
 a is a measure of poverty aversion (measures with larger a are more sensitive to the poorest 

poor) 
for  a = 0 aP  will be equal to the poverty headcount ratio 

 a = 1 aP will be equal to the normalized poverty gap 

 a = 2 aP will be equal to the squared normalized poverty gap ratio 
Inequality 

The Gini Coefficient is defined as  

2
1

( 1) 2 n

i
ix

n
G ix

n n µ =

− += + �  

where recipients are ordered from lowest to highest income and  

ix  = income of recipient i 

xµ  = average income 

n  = total number of recipients 
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Headcount Poverty Gap Severity Characteristic 
FGT(a=0) FGT(a=1) FGT(a=2) 

Gini 
Coefficient 

Total 
 0.540 0.237 0.141 0.491 

Area Location 
Urban 0.216 0.099 0.065 0.538 
Rural 0.565 0.248 0.147 0.439 

Belt 
Mountains 0.596 0.264 0.148 0.426 
Hills 0.460 0.183 0.098 0.510 
Terai 0.610 0.286 0.182 0.446 

Region 
Mountains 0.596 0.264 0.148 0.426 
Rural Hills 0.512 0.205 0.110 0.423 
Rural Terai 0.628 0.295 0.187 0.434 
Other Urban 0.297 0.136 0.090 0.548 
Katmandu 0.115 0.032 0.014 0.453 

Literacy 
Yes 0.369 0.128 0.063 0.492 
No 0.630 0.295 0.181 0.444 

Livestock Ownership 
Yes 0.551 0.233 0.137 0.433 
No 0.471 0.259 0.184 0.619 

Gender 
Male 0.538 0.233 0.137 0.484 
Female 0.556 0.262 0.167 0.536 
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Belt
Mountain 0.56 0.185 0.082 0.60 0.264 0.148
Hills 0.41 0.136 0.061 0.46 0.183 0.098
Terai 0.42 0.099 0.034 0.61 0.286 0.182
Sector
Urban 0.23 0.070 0.028 0.22 0.099 0.065
Rural 0.44 0.125 0.051 0.57 0.248 0.147
National 0.42 0.121 0.050 0.54 0.237 0.141
Source: Nepal Living Standards Survey (NLSS), 1995/96
 1 Extracted from Lanjouw et al. in the World Bank (1999)

Based on an estimated poverty line of Rs 4,404 per Person per Annum (World Bank, 1999)
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Region Farm Wages Rent Enterprise Other 
Mountains 71.2 7.6 10.8 4.0 6.4 
Rural Hills 64.9 10.7 8.3 6.3 9.8 
Rural Terai 60.8 13.2 7.8 11.0 7.2 
Other Urban 17.8 25.6 24.1 23.1 9.4 
Katmandu 6.5 36.8 21.9 28.7 6.1 
Total 52.7 15.6 11.7 11.9 8.1 
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Region Mean 
(NRs.) 

Stnd. Dev. 
(NRs.) 

Median 
(NRs.) 

Mountains 16,901 14,811 12,540 
Rural Hills 17,690 15,032 13,981 
Rural Terai 17,454 21,420 11,667 
Other Urban 7,971 15,309 1,200 
Katmandu 3,880 16,377 0 
Total 14,945 18,156 10,118 
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Region Mean Income 
(NRs.) 

Share of Farm 
Income (%) 

Share of Total 
Income (%) 

Home Production  
Mountains 14,439 90.4 63.3 
Rural Hills 14,270 86.2 54.8 
Rural Terai 11,892 78.6 45.7 
Other Urban 6,002 89.0 14.5 
Katmandu 2,320 90.2 5.2 
Total 11,303 84.5 43.0 

Farm Cash 
Mountains 2,461 9.6 7.9 
Rural Hills 3,419 13.8 10.1 
Rural Terai 5,562 21.4 15.1 
Other Urban 1,969 11.0 3.3 
Katmandu 1,560 9.8 1.3 
Total 3,642 15.5 9.8 
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Total Livestock (Home Production and Farm Cash) 
 Region Share of Total 

Income (%) 
 

 Mountains 10.6  
 Rural Hills 12.9  
 Rural Terai 8.4  
 Other Urban 3.3  
 Katmandu 1.0  
 Total 8.8  

Livestock Home Production  

Region Mean Income 
(NRs.) 

Share of Home 
Production 
Income (%) 

Share of Total 
Income (%) 

Mountains 1,899 11.1 7.1 
Rural Hills 2,403 14.0 7.5 
Rural Terai 1,183 9.2 3.9 
Other Urban 1,052 12.5 2.1 
Katmandu 271 7.4 0.5 
Total 1,562 11.5 4.9 

Livestock Cash 

Region Mean Income 
(NRs.) 

Share of Farm 
Cash Income 

(%) 

Share of Total 
Income 

(%) 
Mountains 1,094 44.4 3.5 
Rural Hills 1,751 47.6 5.4 
Rural Terai 1,236 32.2 4.6 
Other Urban 503 31.9 1.2 
Katmandu 1,176 29.5 0.6 
Total 1,288 39.9 3.9 
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Region Mean Income 
(NRs.) 

Share of Home 
Production 
Income(%) 

Share of Total 
Income 

(%) 
Dairy 

Mountains 1,678 9.4 6.1 
Rural Hills 2,070 11.9 6.3 
Rural Terai 1,041 7.5 3.2 
Other Urban 950 10.9 1.9 
Katmandu 254 6.6 0.4 
Total 1,365 9.7 4.2 

Meat 
Mountains 221 1.6 1.0 
Rural Hills 333 2.2 1.2 
Rural Terai 142 1.7 0.6 
Other Urban 102 1.7 0.2 
Katmandu 17 0.8 0.0 
Total 196 1.8 0.7 
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Typology Groups Nomenclature Location Livestock Land 

1 No livestock Yes - Urban 
 2 With livestock 

Urban 
 No - 

1 Landless, no livestock No No 
2 Landless, with livestock Yes No 

3 Marginal land, 
less than 2 TLU < 2TLU 0-1 ha 

4 Marginal land, 
more than 2 TLU > 2TLU 0-1 ha 

Rural 
Terai 

 

5 Non-marginal land 

Rural 
Terai 

 

- More than 1 ha 
1 Landless, no livestock No No 
2 Landless, with livestock Yes No 

3 Marginal land, 
less than 2 TLU < 2TLU 0-1 ha 

4 Marginal land, 
more than 2 TLU > 2TLU 0-1 ha 

Mountains 
& 

Rural 
Hills 

5 Non-marginal land 

Mountains 
and 

Rural 
Hills 

- More than 1 ha 
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Typology Mean 
(NRs.) 

sd 
(NRs.) 

HH 
Freq. 

Share of sub-
sample (%) 

Urban Typology     
No livestock 125,234 198,135 521 74.9 
With livestock 81,005 102,932 175 25.1 
Total 114,113 179,983 696 100.0 

Rural Terai Typology 

Landless, no livestock 17,226 32,417 93 8.5 
Landless, with livestock 16,786 18,766 157 14.4 
Marginal land, less than 2TLU 19,527 19,286 302 27.6 
Marginal land, more than 2TLU 31,659 25,989 221 20.2 
Non-marginal land 49,237 46,202 321 29.3 
Total 30,107 34,359 1,094 100.0 

Rural Hills & Mountains Typology 

Landless, no livestock 28,317 23,653 41 2.7 
Landless, with livestock 27,880 25,369 34 2.2 
Marginal land, less than 2TLU 24,506 26,194 451 29.3 
Marginal land, more than 2TLU 29,728 32,294 634 41.2 
Non-marginal land 43,898 55,687 378 24.6 
Total 31,601 38,385 1,538 100.0 
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Urban Typology 
 

Total Income Home 
Production Farm Cash Total 

Livestock 

Livestock 
Home 

Production 

Livestock 
Cash 

 Farm Wage Rent Enterprise Other HP/ 
TF 

HP/ 
TOT 

FC/ 
TF 

FC/ 
TOT L/TOT LHP/ 

HP 
LHP/ 
TOT 

LC/ 
FC 

LC/ 
TOT 

No 
livestock 3.9 34.8 21.6 31.0 8.7 95.5 3.4 4.5 0.5 0 0.7 0.1 0.0 0.0 

Livestock 33.6 19.2 26.5 13.3 7.5 83.6 26.3 16.4 7.3 8.3 21.1 4.9 41.2 3.4 
Total 11.4 30.9 22.8 26.5 8.4 89.2 9.1 10.8 2.2 2.1 11.4 1.3 32.7 0.9 

 
Abbreviations: 
HP: Farm home production income  FC: Total farm cash income 
TF: Total farm income   LHP: Livestock home production income 
TOT: Total household income  LC: Livestock cash income 
L: Livestock 
 
Source: NLSS (World Bank, 1996), calculations by the author. 
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Rural Terai Typology 
 

Total Income Home 
Production Farm Cash Total 

Livestock 

Livestock 
Home 

Production 
Livestock Cash 

 Farm Wage Rent Enterprise Other HP/ 
TF 

HP/ 
TOT 

FC/ 
TF 

FC/ 
TOT L/TOT LHP/ 

HP 

LHP
/ 

TOT 

LC/ 
FC 

LC/ 
TOT 

Landless, no 
livestock 15.7 24.2 12.7 34.4 13.1 94.3 15.2 5.7 0.5 0.0 4.2 0.2 66.7�� 0.2 

Landless, with 
livestock 39.1 22.9 10.4 14.4 13.2 78.5 29.6 21.5 9.4 11.4 16.8 4.8 65.6 6.6 

Marginal land, 
less than 2 TLU 56.1 17.4 7.6 12.4 6.4 82.3 44.3 17.7 11.8 6.4 6.2 2.3 31.5 4.1 

Marginal land, 
more than 2 TLU 73.2 6.7 6.2 6.2 7.6 81.2 58.1 18.8 15.1 13.0 12.8 6.6 40.6 6.4 

Non-marginal 
land 80.2 5.8 6.4 4.6 3.0 71.1 55.1 28.9 25.1 8.0 7.4 4.0 20.4 4.0 

Total 60.8 13.2 7.8 11.0 7.2 78.6 45.7 21.4 15.1 8.4 9.2 3.9 32.2 4.6 
 
Abbreviations: 
HP: Farm home production income  FC: Total farm cash income 
TF: Total farm income   LHP: Livestock home production income 
TOT: Total household income  LC: Livestock cash income 
L: Livestock 
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�� Livestock ownership may change throughout the year. 
�
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Rural Hills and Mountains Typology 
 

Total Income Home 
Production Farm Cash Total 

Livestock 

Livestock 
Home 

Production 

Livestock 
Cash 

 Farm Wage Rent Enterprise Other HP/ 
TF 

HP/ 
TOT 

FC/ 
TF 

FC/ 
TOT L/TOT LHP/ 

HP 
LHP/ 
TOT 

LC/ 
FC 

LC/ 
TOT 

Landless, no 
livestock 9.5 33.7 3.2 44.4 9.1 99.9 9.5 0.1 0.0 0.0 2.0 0.1 0.0 0.0 

Landless, with 
livestock 40.2 29.4 12.4 10.5 7.5 94.2 38.0 5.8 2.2 11.8 29.2 10.7 63.1 1.1 

Marginal land, 
less than 2 TLU 57.2 11.1 12.6 7.4 11.7 90.9 51.3 9.1 5.8 7.7 9.7 4.8 42.6 2.9 

Marginal land, 
more than 2 TLU 71.6 8.3 8.6 3.3 8.1 86.9 61.3 13.1 10.3 14.7 14.0 8.5 52.0 6.3 

Non-marginal 
land 74.3 8.5 8.0 3.5 5.7 83.3 60.5 16.7 13.8 14.1 14.8 8.7 40.9 5.4 

Total 65.7 10.3 9.6 5.8 8.6 87.5 56.3 12.5 9.4 12.1 13.1 7.3 46.4 4.8 
Abbreviations: 
HP: Farm home production income  FC: Total farm cash income 
TF: Total farm income   LHP: Livestock home production income 
TOT: Total household income  LC: Livestock cash income 
L: Livestock 
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Urban Typology 

 Headcount Poverty 
Gap Severity Gini Coefficient 

No livestock 0.165 0.078 0.052 0.526 
With livestock 0.320 0.139 0.089 0.486 

Rural Terai Typology 

Landless, no livestock 0.787 0.532 0.422 0.642 
Landless, with livestock 0.818 0.514 0.38 0.557 
Marginal land, less than 2TLU 0.712 0.339 0.208 0.402 
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Marginal land, more than 2TLU 0.606 0.213 0.101 0.343 
Non-marginal land 0.418 0.127 0.055 0.347 

Rural Hills & Mountains Typology 

Landless, no livestock 0.371 0.209 0.151 0.486 
Landless, with livestock 0.499 0.245 0.169 0.519 
Marginal land, less than 2TLU 0.534 0.229 0.131 0.438 
Marginal land, more than 2TLU 0.564 0.224 0.115 0.397 
Non-marginal land 0.416 0.149 0.073 0.437 
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