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ABSTRACT

Milk production in the RRD met only less than 5 percent of the estimated
demand for local consumption. The study thus was conducted to find out the
existing constraints to and prospects of milk production. The study focused on
analyzing milk production and marketing systems in the region. Hanoi and Hatay
provinces were chosen from which a sample of 90 farm households and 30
marketing agents was selected by using multi-stages sampling procedure.
Descriptive statistics, gross margin and production function analyses were used as

the principal methods for data analysis.

The findings showed that dairy cow was a major component of the farming
system contributing to 60 percent of the total household income. Crop production
was found to be subsistence oriented. Almost all output of crops was used for

feeding and home consumption.

Dairy farm size was small. Sixty percent of the total households owned 1-3
heads of cow.' The F1 %, F2 % and F3 3/8 blood of HF, and crossbred Sindhi were
four common types of cow breed in the region. In which, F2 % blood of HF cow
was adopted broadly by Hanoi farmers. Hatay households considered both F1 2
and F2 % blood of HF as main breeds.
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Cost of raising a cow varied by breeds and by locations, but in general
ranged from 7.5-11.2 million VND/cow/year. The cost per kg of milk produced by
F2 cow was 2,600-2,800 VND/kg and was found to be 100-300 VND lower than
that of other breeds. The net return to dairy farmers was only moderate. Farmers
adopted to raise cow because they could utilize their available resources (family
labours, on-farm feeds, etc)). Moreover, the dairy farming generated cash flow

regularly for them and supported crop cultivation.

The main marketing channels of raw milk varied by location. Most of
Hanoi farmers sold their milk to collectors and the milk collection co-operative. On
the contrary, most of raw milk in Hatay was delivered to the milk processing
factory and the collection station. Number of buyers in raw milk market was
limited. In 1998 there was only one milk collection co-operative and one milk
collection station existed in Hanoi and Hatay, respectively. Most of raw milk was
finally delivered to two milk processing factories located in the region. However,
there existed a thin market for fresh milk where the milk shops in urban areas

directly severed final consumers.

Price of raw milk was pre-determined by buyers. However, the price was
reported to be unchanged for the whole year and quite stable over current years.
The final prices received by milk suppliers were determined by quality standard.
There were two sets of quality standards established by two groups of buyers, i.e.
one by the intermediaries and the other by the factory. For the former, the most
important criterion was specific gravity of raw milk. Two highest levels of price
offered for grades A and B were 3,100 and 2,800 VND/kg in Hatay or 3,150 and
3,100 VND/kg in Hanoi, respectively. However, most milk fell in grade B. By
these grading systems, the intermediaries bear high risk because most of the raw
milk was resold to milk factory where stricter quality tests were applied. Raw milk
had to satisfy criteria of organoleptic, chemical-physical components and
microorganism. The collection station was found to have better milk quality, so it

received higher price.
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The farmers and collectors received higher prices from fresh milk shops
than from the milk factories. However, milk absorbed by milk shops was small.
Besides, the buying quantity and price fluctuated considerably according to
weather condition. Since fresh milk shops performed processing as well as
retailing, they incurred the highest marketing cost. However, they enjoined the

highest net return.

The outcomes from regression analysis indicated that milk output of
household was correlated significantly and positively with dairy farm size,
expenditure on feeds, labour, average percentage of HF blood in the household’s
cow herd, experience and educational level of the household head. Assessment of
input use at mean level indicated that labour use nearly reached to maximum point
of profit, when fodder and concentrates were slightly over utilized at the given

prices of milk and respective inputs.

The problems in milk production and marketing revealed by the farmers
were incidence of disease, lack of fodder and capital. Low price of raw milk was

also a large obstacle for increasing the total milk production.

The study found that therc exists good prospect of enhancing the
performance of milk production. The findings suggest that credit institutes should
consider providing low and long term loans to dairy farmers. Local leaders ought
to pay attention on zoning of grass production and processing waste of dairy farms.
In addition, the improvement of veterinary and milk collection networks at the
raising zones is also very necessary. Fresh milk shops should be encouraged to
develop further by the government. If the prices of milk and respective inputs are
unchanged, the major productivity improvement must be rely heavily on raising
high percentage HF blood cows (i.e. F2 cows) and improving feed production.

However, the government should seriously pay attention to price policy. '
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