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ABSTRACT 

 As the Indian agriculture suffers from the vagaries of monsoon and consequent 

fluctuations in income levels, Indian farmers undertake dairying to supplement their incomes.  

India, with 304 million cows and buffaloes produces about 122 million MT of milk 

occupying the first place in the world.  With a lower labour cost, India’s cost of production is 

one of the lowest in the world. The 1.44 lakh milk cooperatives and a large number of private 

dairy farms in India play a pivotal role in the milk production and distribution in the country.  

Thanks to the Operation Flood programmes in the country since 1973, the per capita milk 

availability and milk consumption increased to 281 grams/day. The growth of per capita 

income and changing consumption pattern among the middle income groups left little export 

surplus of milk and milk products.  Hence India’s trade in dairy products accounted for only 

0.3 and 0.4 per cent of global exports and imports respectively.     

  

KEYWORDS: Live stock, Milk Co-operatives, Milk production, Per capita Milk 

Consumption, Exports of Dairy Products 

 

INTRODUCTION 

 Indian agriculture is considered to be the gamble in the monsoon even after 63 years 

of planned economic development in the country. The crop failures hit the farmers very much 

and they suffer from loss of incomes, at times leading to poverty especially among small and 

marginal farmers. In this context, Dairying has been regarded as one of the activities that 

could supplement the meager farm income and contribute to alleviating the poverty and 

unemployment especially in the drought prone and rain-fed areas. In this paper an attempt is 

made to analyse the emerging trends in India in terms of live stock strength, production of 

milk and milk products, cost of production of milk and the role of co-operative sector in 

furthering the prospects of Dairy industry in India. 
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Live Stock Population 

According to the 2007 Livestock Census, there are 166 million indigenous cattle, 33 million 

crossbred cattle and 105 million buffaloes in India. Out of these, the proportion of adult milch 

females is 19 per cent, 43 per cent and 46 per cent respectively.  During the decade 1997-

2007 there was a distinct shift in composition of dairy animal stock in favour of buffaloes and 

crossbred cattle, as their numbers increased by 5.91 million and 6.05 million, respectively, 

while that of indigenous cattle declined by 1.8 million. (NDRI, 2011, p.1) India accounts for 

50 per cent of the buffaloes and 20 per cent of the world’s cattle population.    The live stock 

population is projected to increase to 322 million by the 2015. As is evident from the 

livestock census, the cow population has been growing at a considerably smaller rate than 

buffalo. But the more rapid increase in yields from increasing adoption of cross-breeding has 

resulted in the relative shares of cow and buffalo milk remaining constant.  Production of 

milk from buffalo exceeds cow milk production. Buffalo yield less milk than crossbred cows, 

but are well-adapted to the extreme heat and humidity of India. Moreover, many Indians 

prefer buffalo milk over cow milk because of its higher butterfat content. 

The large live stock population is raised primarily on crop residuals and grazing in the 

common property including basement. The forest area, which was a major source of grazing, 

is no longer available to live stock breeders especially landless farmers. Feed for Indian dairy 

animals consists mainly of crop residues and byproducts. Forage and feed grain production is 

limited due to pricing incentives to grow cereals and pulses to feed India's growing  

population.  As a consequence, the available feed resources fall short of the nutritional 

requirement. This short fall is likely to increase by 2015 to 63.5 million tones of green fodder 

and 23.56 million tones of dry fodder. (Department of Animal Husbandry, Dairying & 

Fisheries, Annual Report- 2011-12).  

India’s Dairy Policy 

Economic conditions existing in India in the decade following India’s independence created 

an environment that gave rise to unique policies and institutions that shaped development of 

the country's dairy industry. In the 1950s and 1960s, India was one of the largest dairy 

importing countries in the world. For example, India's commercial imports of milk powder 

peaked at over 50 thousand metric tons in 1963-64. This contrasts sharply with the zero milk 

powder imports recorded by India in 2005. 

The large dairy imports in the 1960s stunted development of India's dairy industry causing 

milk production in the country to plateau at about 20 to 22 million metric tons per annum in 
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that decade. This happened partly because frequently it was cheaper for India's domestic 

firms to import milk powder and butter or butter oil and make reconstituted milk rather than 

buy milk from India's farmers. 

This situation concerned India's policy makers who reasoned that an expanding domestic 

dairy industry would be a good vehicle for promoting employment and rural development. 

Moreover, government officials and persons in the dairy industry recognized that India's 

population growth, urbanization, income growth, the high income elasticity of demand for 

dairy products, and changes in consumption habits, all might support profitable expansion of 

the country's dairy industry. Hence, the government of India embarked on an import 

substitution policy that would produce near self-sufficiency in dairy products through the 

encouragement of Dairy Cooperatives in the country.  

Role of Cooperative Sector 

India has an extensive government-supported dairy cooperative structure. Cooperatives not 

only market their members' milk, but also supply feeds and many dairy services. There are 1, 

44, 246 Dairy Cooperative Societies in India with a total membership of 144.61 lakh farmer 

members.  These were formed into 170 Milk Producers’ Cooperative Unions, which federate 

into 15 State Cooperative Milk Marketing Federations. (Indiastat.com table) Over the years, 

several brands have been created by cooperatives like Amul (GCMMF), Vijaya (AP), Verka 

(Punjab), Saras (Rajasthan). Nandini (Karnataka), Milma (Kerala) and Gokul (Kolhapur). 

Gujarat Cooperative Milk Marketing Federation (GCMF) with the Amul brand continues to 

be the main operator in milk market in India.  In recent years several private dairy industries 

such as Heritage, Sangam, Dodla in Andhra Pradesh have also come up in several states.  

These private dairy companies tend to duplicate the operating procedures of the cooperatives.   

 

Milk Production 

India surpassed the United States in 1998 to become the largest single milk producing 

country in the world. In 2005, Indian milk production represented 14.6 percent of world milk 

production, exceeding the combined production of the top five dairy countries in the EU-25.  

Milk production has grown steadily and rapidly over the last 25 years, from 50 million MT in 

1979-80 to 127.90 million MT in 2011-12. The production level is expected to increase to 

135 million tones by the year 2015. In the year 2010-11, out of the total milk production of 

121..85 million MT, cow milk accounted for 54.90 million MT (44.81 per cent), Buffalo milk 

62.35 million MT (51.17 per cent) and the rest 4.59 million MT was goat milk (3.77 per 
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cent).  (Indiastat.com. tables) At present, India is the world's largest producer of dairy 

products accounting for more than 13 per cent of world's total milk production.  

In 2010, the government and the National Dairy Development Board have drawn up a 

National Dairy Plan (NDP) that proposes to nearly double India's milk production by 2020. 

This plan will endeavour to increase the country's milk productivity, improve access to 

quality feeds and improve farmers’ access to the organised market. These goals will be 

achieved through activities that focus on increasing cooperative membership and growing the 

network of milk collection facilities throughout India. 

The production capacity of 1065 Registered Dairy Plants in India (registered by both central 

and state registering agencies) aggregated to 1205.48 lakh liters per day. The cooperative 

sector accounted for 263 units and 432.51 lakh liters per day (35.88 per cent) as on 31st 

March, 2011. This was followed by 765 private sector Dairy units with total capacity of 

732.52 lakh liters (60.77 per cent) per day. Apart from these two sectors, there were 16 other 

registered units whose daily production capacity aggregated to 32.20 lakh liters per day. 

(Indiastat.com table)  Growth in milk production has exceeded the growth in India's 

population, enhancing the per capita milk availability from 92 grams/day in 2004-05 to 281 

grams/day in 2010-11.    

 Dairy Cooperatives account for the major share of processed liquid milk marketed in 

the India. The total milk procurement per day averaged to 261.88 kgs per day and the liquid 

milk sale aggregated to 219.89 lakh liters per day.  (Indiastat.com table) 

 

Cost of Milk Production: 

On average, milk production costs in India are very low by international standards. In its 

2005 Annual Dairy Report, the International Farm Comparison Network (IFCN) reported 

2004 costs and returns for eleven Indian dairies in four states in the year 2004. Cash costs 

excluding non-milk returns ranged from US$2.50 to US$15 per 100 kg. Total costs ranged 

from US$15 to US$23 per 100 kg.  

These are impressively low costs of production, compared to U.S. total costs (excluding less 

non-milk returns) in the neighborhood of US$11.80 to US$13.60 per hundred weight. They 

result from very low labor costs (paid labor and opportunity costs for family and operator 

labor), feed costs, depreciation, and opportunity cost for laud. For example, labor costs for 

some of the smaller representative farms were reported at US$0.20 per hour. Land cost for 

some farms is zero. Indian dairy formers’ cash expenses and overhead costs are low enough 
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to more than offset the negative effect on unit costs of production of very low milk yields per 

animal. But Indian costs of milk production must be interpreted carefully. While they may 

accurately represent average costs under existing conditions, they do not likely reflect 

marginal costs, especially if ambitious expanded production goals are achieved and economic 

conditions in rural areas improve. 

Demand for Milk Products 

 The direct consumption of liquid milk by the producer households as well as the demand for 

processed dairy products has increased with the growth of income levels. India faces a milk 

supply gap due to increasing demand from the growing middle class population. Estimation 

suggests that Indian dairy production is growing at a rate of about four percent per year, yet 

consumer demand is growing at approximately double that rate.   

As the country consumes almost all of its own milk production, India was neither an active 

importer nor an exporter of dairy products prior to launch of Operation Flood Programmes in 

early 1970s.  However, since the implementation of Operation Flood Programme, the 

situation changed significantly and imports of dairy products reduced to very small 

quantities. From 2001, India has become a net exporter of dairy products. After 2003 India's 

dairy import has declined while exports have increased at a faster rate. Yet the country's share 

in global dairy trade still remains at low levels of 0.3 and 0.4 per cent for exports and imports 

respectively. (IUF Dairy Division, Indian Dairy Industry, p.3.)  

Nevertheless, India consistently exports specialty products such as casein for food processing 

or pharmaceutical products. The Indian dairy sector is also different from other dairy 

producing countries as India places its emphasis on both cattle and buffalo milk.  

 Indian dairy industry needs to further develop proper dairy production, processing and 

marketing infrastructure, which is capable of meeting international quality requirements. 

India can focus on buffalo milk based specialty products, such as Mozzarella cheese, in order 

to meet the needs of the target consumers. 

Distribution of Milk Products 

Sale and distribution of fluid milk may occur directly from the farm or the milk collection 

stations or through local distributors. The remaining milk is cooled, transported to processing 

plants, and converted into market (fluid) milk and milk products that are distributed by a 

variety of means. Loose or bulk pasteurized milk is dispensed to the consumer in the Mother 

Dairy kiosks. Each dairy cooperative has its own channels for distributing milk and other 

products. Private dairy companies distribute products through local shops because 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, ISSN: 2320-5083, Volume 1, Issue 12, January 2014 

 

www.jiarm.com 
606 

 

refrigerated distribution channels are sparse. Initiatives have begun to enlarge their markets 

into other states. Larger cooperatives are beginning to expand through their own and 

franchised market outlets.  The principal outlet for the popular traditional sweets made from 

condensed milk is sweetshops or hallways. These are located in markets of virtually every 

city and are generally subject to government oversight. A limited number of dairy outlets are 

in newly-built shopping centers in the upper-middle and upper class sections of cities like 

New Delhi, Mumbai, Bangalore, etc. Fashioned after western-style merchandizing, they 

handle Indian dairy products and imported items such as cheeses from a number of European 

and Oceanic countries. 

Pricing Milk Products  

The Cooperatives and most of the private dairy farms set their milk prices independently 

based on the profitability of final product sales, local competition, and other such factors. 

There is no systematic milk price reporting in India, probably because of wide variability in 

prices among and within plants and the difficulty of obtaining reliable price data from 

thousands of reporting units.  The government also periodically fixes the prices of milk and 

milk products and provides guide lines for the cooperative and private players to fix the 

prices accordingly.   

In India, the Prices of both cow and buffalo milk have been gradually increasing with 

significant gains since 2002. The gap between buffalo and cow milk prices has been steady in 

percentage terms at about 30 per cent premium for buffalo milk. The cow milk prices varied 

between 1991 and 2005 and averaged at 70 per cent of U.S. milk prices.  Buffalo milk prices 

averaged around 92 per cent.  According to the Food and Agricultural Organization of the 

United Nations (FAO) Report, Indian milk prices were very stable compared to U.S. prices.  

 

Emerging Trends in Dairy Industry 

Emergence of a more affluent segment of the Indian population, though constitutes a smaller 

proportion of total population seems to be prompting a shift to more value-added dairy 

products. Packaged market milk is gaining more popularity compared to "loose" milk. 

Markets for UHT milk and flavored milks are growing but are still are in their initial stages.  

It must be remembered, however, that a niche market of 0.1 percent of the Indian population 

is more than 1.2 million persons. 

Traditional Indian dairy products such as pander and dairy-based sweets, with longer shelf-

life, are being marketed as branded products by cooperative and private companies. Butter, 
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ghee and ice cream are competitive markets dominated by a few firms that have the 

manufacturing and merchandizing capabilities to compete in these markets. 

In India, dairy products, undoubtedly, are now widely considered as premium foods.  

However, it may become more difficult for dairy producers to keep this status when more 

people enter the middle and upper income brackets. It is likely that middle and upper income 

consumers would not be satisfied with the sort of two to four day shelf-life milk sold by 

processors in the formal sector.  These producers have to satisfy the aspirations of the upper 

and middle income people by providing hygiene and quality milk at their convenience. 

The affordability of dairy products varies widely across India. About, 450 million middle and 

upper income consumers in the future will have the purchasing power to purchase desired 

quantities and qualities of dairy products. However, the rest of the population, including 

many people living in rural areas, will have income constraints. 

As in many parts of the world, India's dairy industry will witness increases in demand for 

dairy products from the food service industry, the ingredients market, and from the fast food 

centers. Improved milk quality is a sine quo non for realizing the demand for milk and dairy 

products from these sources in India. 

Prospects of India’s External Trade in Dairy Products 

Dairy imports are a contentious issue in India. While government policy generally supports 

more open trade, dairy interests are strongly opposed to allowing great access to imports. 

Some of this opposition seems to reflect a misunderstanding of India's current dairy trade 

balance, or, perhaps, a general negative perception regarding the possible benefits of 

expanded trade. 

Opposition also comes from those concerned about the impact of more open trade on the fate 

of rural residents and rural communities. The Government of India and many agricultural 

trade groups have expressed a strong interest in maintaining self-sufficiency in dairy and 

other agricultural products. However, India may experience pressures to import more dairy 

products in the future if demand for dairy products unfolds strongly in response to increases 

in population and incomes. 

Alternatively, if strong internal demand for dairy products fails to materialize, India, as the 

largest milk producer in the world, may be compelled to export dairy products. For example, 

if India's real GDP growth moderates to 4.5 per cent and assuming an income elasticity of 

demand of 0.6 per cent and population increases at the rate of 1.4 percent year, then domestic 

dairy product purchases in India might increase at only about 4.1 per cent per annum. Under 
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such a scenario, the estimated growth in the domestic supplies of dairy products could exert 

strong downward pressure on domestic prices of dairy products and hence, strong pressure 

groups would build up in the country to encourage exports of dairy products.  

Concluding Observations 

 The National Dairy Research Institute (NDRI) in India offers its services to meet the 

challenges of market driven growth momentum in the dairy sector in India through 

technology support for enhancing the livelihood security of the millions of dairy farmers and 

ensuring sustainable development of dairy sector in the country.  Innovations in dairy 

production, processing, policy and technology delivery mechanisms would lead to faster 

growth of the sector than has been achieved so far in the country and make India a leading 

dairy nation in the world. These activities would augment farmers’ income, generate 

employment opportunities, create trade surplus, and besides being economically sustainable, 

will also be catalyst in social and environmental sustainability of dairy production system in 

the country. There should be a two-pronged strategy for the development of dairy industry in 

the country.  In the short and medium term, the approach would be on emphasizing the 

importance of nutrition, health and value addition aspects to the teeming middle class people 

in India.  In the longer term, the approach to dairy development would be on breed 

improvement and application of biotechnology for enhancing milk production.  India, with 

some 27 per cent of Asia’s populations, accounts for more than half of the milk output with 

enough growth potential to explore foreign markets. In anticipation of the export 

opportunities under WTO regime, India is gearing up to tackle the demands of the 

International Market.  Indian companies are preparing themselves to meet International 

standards and other non-tariff barriers. Planners should take earnest measures to meet the 

sanitary and phyto – sanitary specifications insisted by the world Trade Organization (WTO) 

which range from the quality assurance of processed dairy products to the health status of live 

stock to boost the India’s exports of milk and milk products in the years to come. 
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