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Abstract: In India, after a huge success of green revolution in 1960s, India achieved a status of self 
sufficiency in the production of food grains particularly wheat and rice, where it remained as an exporter 
of food grains. After this, Indian government took one program viz; “Operation Flood” under the 
National Dairy Development Board (NDDB) in 1970, with the help of forward and backward linkage 
of supply chain formed “National Milk Grid” and ensured high producer’s share in consumer rupee 
which resulted into ‘White Revolution’. Though India has achieved the status of highest milk producer 
in the world, there is a grave crisis underway in the Indian milk market which is threatening to 
undermine the multifunctional role of livestock and the way of life of entire dairy community. At 
domestic and global level, demand for milk has decreased down but the supply is more. Dairy processors 
are competing with each other to sell milk at extremely low prices in cities. In order to compete in 
global market & create additional demand for Indian dairy products, it has pressurized the Indian milk 
producers to reduce the prices to the lowest. This is also a result of heavy subsidy granted to milk 
producers in European nations.  A large number of these producers are small and marginal farmers, 
whose livelihood depends only on selling milk. Some stringent steps need to be taken for securing 
interest of stakeholders particularly small and marginal milk man. In this paper, researcher made a small 
attempt to peep into various issues and challenges related to dairy crisis in India during the post 
liberalised period. Further the researcher analyses the emerging future trends and recommends a road 
map ahead in view of Indian dairy industry. 
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Introduction: As we all know milk and its milk products are very inevitable part for our life. From 
ancient Vedic period, the benefits of milk and milk products have been understood. Historical 
documents suggest that milk and milk products were well known to cure diseases. In Ayurveda milk and 
milk products are considered to be the curer of diseases especially those associated with mental 
disorder, i.e. irritability, restlessness, and overexertion. In this contemporary era Indian consumers are 
becoming very particular about their diet and health. For centuries, livestock has been a critical 
component of the lives and livelihoods of India’s small farmers, pastoralist and indigenous peoples 
(Adivasis). Together, these communities own nearly 70% of all livestock in India. Animals and animal 
products are a vital part of Indian food, farming and agriculture systems – providing food (meat, eggs, 
milk and milk products), fiber and energy (manure, draught, transportation) and playing a critical role 
in ecosystem diversity. Animals are considered as “banks on hooves’ for these communities, and an 
intrinsic part of their cultures. In the national economy also, animals contribute significantly to India’s 
gross domestic product (GDP). 
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In India, after a huge success of green revolution in 1960, Indian government took one program viz; 
“Operation Flood” under the National Dairy Development Board (NDDB) in 1970. Under this program, 
milk is collected from small and marginal dairy farmers and sold off to metropolitan cities under 
“National Milk Grid”. This controlled price fluctuations and ensured producers by getting major share in 
consumer rupee. Here the operation flood program emphasized specifically on augmenting farmer’s 
income and milk production in the country and fair prices to consumers. But the scenario of dairy 
industry is changing. Our small and marginal farmers fear that they would be pushed out of the dairy 
business as their produce couldn’t fetch good price and entering to indebtedness. 

 
Objectives of the Study: 
1. To study production and per capita availability of milk in India. 
2. To study factors responsible for new entrants in the dairy sector. 
3. To study of prices of milk at the global platform. 
4. To study factors responsible for declining prices of milk at the global platform. 
5. Evaluate impact of “Operation Flood” in India. 
6. To study problems of small and marginal farmers and suggest the remedial measures. 
 
Significance of the Study: India is at 1st position in production, consumption and export of the milk. 
Indian dairy industry is depending majorly on small and marginal dairy farmers. Due to an increase in 
supply of milk not just in domestic market but also in international market, these farmers are not even 
recovering production cost. Though we brought grand success in the name of white revolution, today 
our small and marginal farmers are facing cut throat competition in getting price before huge 
international players and because of that it is huge concern that, whether these farmers will be thrown 
out of the dairy industry. Researcher wants to put some measures before our unorganised farmers so 
that they would remain in the dairy industry and serve our country happily. 
 
Hypothesis of the Study: 
H0 (Null Hypothesis) 
1. Now days Stakeholders of dairy industry are getting better price out of their production and 

marketing. 
2. Prices of milk and milk products are rising in global and domestic market. 
 
H1 (Alternative Hypothesis): 
1. Stakeholders cannot even cover the cost of production 
2. Prices of milk and milk product are slashing down in the global and domestic market. 
 
Research Methodology: The information collected in this paper is based on the secondary data by 
using websites, magazines, various classical and modern economics books and journals which gives a 
qualitative approach towards this research framework. 
 
Historical Perceptive: Operation flood carried out with three phases viz; Phase-I (1970-1980), Phase- II 
(1981-1985) and Phase- III (1985-1996). 

 
Phase-I (1970-1980): Traditionally, India has been an importer of dairy products. Phase-I (1970-1980) 
was financed by the sale of skimmed milk powder and butter oil gifted by the European Union (then the 
European Economic Community) through the World Food Program. NDDB planned the program and 
negotiated the details of European Economic Community (EEC) assistance. During first phase, operation 
flood linked 18 of India’s premier milk sheds with consumers in major metropolitan cities like Delhi, 
Mumbai, Kolkata and Chennai, which established mother dairies in 4 metropolitan cities. 
 
Phase-II (1981-1985): Operation flood Phase- II (1981-1985) increased the milk sheds from 18 to 136; 290 
urban markets expanded the outlets for milk. By the end of 1985, a self-sustaining system of 43000 
village co-operatives with 4.25 million milk producer’s pre project year to 140,000 tons by 1989, all of the 
increase coming from dairies set up under Operation Flood. In this way EEC gifts and World Bank loan 
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helped to promote self- reliance. Direct marketing of milk by the  cooperatives of producers , increased 
by several million liters a day.  
 
Operation flood was jointly sponsored by the European Economic Community (EEC), the World Bank 
and India’s National Dairy Development Board (NDDB). The UNDP provided technical assistance by 
sending foreign experts, consultants and equipment to India. The World Bank and its affiliates 
supported agricultural extension, social community based forestry, agricultural credit, dairy 
development, horticulture, seed development, rain-fed fish farms, storage, marketing and irrigation. 
 
Phase III (1985-1996): PHASE III (1985-1996) enabled dairy cooperatives to expand and strengthen the 
infrastructure required to procure and market increasing volumes of milk. Veterinary first- aid health 
care services, feed and artificial insemination services for cooperative members were extended, along 
with intensified member education. PHASE-III of Operation Flood consolidated India’s dairy 
cooperative movement, adding 30,000 new dairy cooperatives to the 42,000 existing societies organized 
during Phase II. Milk sheds peaked to 173 in 1988-89 with the numbers of women members and 
Women’s Dairy Cooperative Societies increasing significantly. 
 
The Women’s Dairy Cooperative Leadership Program (WDCLP) was launched in 1995 as a pilot program 
with the objective of strengthening of the dairy cooperative movement significantly by increasing 
women’s participation as active members and as leaders in the governance of cooperative societies, 
unions and federations. NDDB provides assistance to milk producer’s cooperative unions in conducting 
several activities to achieve WDCLP objectives. The WDCLP encourages cooperative milk producers’ 
unions to identify women staff to participate in training designed to develop their latent potential. In 
the village, a key strategy is training and positioning a local woman as a resource person to encourage 
and support women’s involvement in their dairy cooperative. 
 
Phase- III gave increased emphasis on research and development in animal health and animal nutrition. 
Innovations like vaccine for Theileriosis, bypassing protein feed and urea-molasses mineral blocks, all 
contributed to the enhanced productivity of milch animals. 
 
India has outpaced the global rate of 5.53% compared with the 2.09% achieved globally. India is the 
largest producer of milk production about 176.35 million ton in the world for the past 15 years (2017-18). 
Similarly income of dairy farmers increased by 23.77% in 2014-2017 compared to 2011-2014. Union 
government aims to double farmer’s income by 2022 by increasing milk production and productivity and 
by increasing the price of raw milk.  
 
A scheme titled Dairy Processing and Infrastructure Development Fund (DIDF) for dairy co-operative 
sector has been initiated with an outlay of Rs. 10881 crore. This scheme would focus on creation of 
additional milk processing infrastructure and chilling infrastructure through bulk milk coolers. 
Provision of electronic milk adulteration testing equipment and facilities for manufacturing value added 
products. 
 
Yet today, there is a grave crisis underway in the Indian milk market which is threatening to undermine 
the multifunctional role of livestock and the way of life of entire communities. Dairy processors are 
competing with each other to sell milk at extremely low prices in cities. To keep prices low, while 
retaining their margins, the dairy processors are reducing the procurement prices and volumes of milk 
from producers. A large number of these producers are small farmers, whose livelihoods depend only on 
selling milk. They are the backbone of the Indian milk market but have been hardest hit by the price war 
being waged by dairy processors. This has also severely affected the peoples’ milk market, commonly 
referred to as the “informal” or “unorganized” milk market. 
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Anand Pattern of Co-Operative Milk Producer’s Organization 

 

 
 
Why “Anand Pattern” Got Success?: In the Anand pattern, dairy co-operatives are collecting milk 
from small farmers through backward linkage. Apart from this co-operatives assist farmers in many ways 
such as provision of feed and fodder, cooling, weighing and packaging facility, training of farmers on 
breeding methods, Artificial insemination etc. collected milk by village co-operatives is transported to 
district level co-operative and to consumers. Because of volunteer involvement and association of small 
and marginal farmers and use of backward and forward linkage of supply chain, ‘Anand Pattern’ is a 
win-win example of dairy industry. 
 
Following Are The Push And Pull Factors Due To Which Our Small And Marginal Farmers Are 
Penetrating Into Dairy Industry: 
Push Factors: 
1. Less income from food grain  
2. Small land holdings by marginal and small farmers 
3. Reluctance of farmers to directly sell produce to consumers 
4. Less storage mechanism for food-grains 
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5. Involvement of large number of intermediaries in the supply chain of agricultural produce 
marketing. 

 
Pull Factors: 
1. Compared to food-grains, dairy   gives good remuneration to farmers. 
2. Through cooperatives, less involvement of intermediaries 
3. Milk if sold off to metropolitan cities give good margin i.e. farmer’s share in consumer rupee is 

sufficient. 
4. Comparative advantage in producing milk in our country. 
5. Availability of good weather condition for milk production.  
6. Easy availability of feed and fodder for milch animals  
 

Table No. 1: (Source: www.nddb.coop) 
Production Data of Milk from 2008-18 

Sr. No. Year Production (MT) 

1.  2008-09 112.2 

2.  2009-10 116.4 

3.  2010-11 121.8 

4.  2011-12 127.9 

5.  2012-13 132.4 

6.  2013-14 137.7 

7.  2014-15 146.3 

8.  2015-16 155.5 

9.  2016-17 165.4 

10. 2017-18 176.35 

 

 
Source: www.nddb.coop 

 
Table No. 2: (Source- www.nddb.coop) 

 

Sr. No. Year Per Capita availability (gms/day) 

1.  2008-09 266 

2.  2009-10 273 

3.  2010-11 281 

4.  2011-12 290 

5.  2012-13 299 
6.  2013-14 307 

7.  2014-15 322 

8.  2015-16 337 

9.  2016-17 355 
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Source: www.nddb.coop 

 
International Trade: The international dairy industry is highly protected through domestic support 
and export subsidies and does not provide an easy market access. A number of nontariff trade barriers 
(NTBs) are applied to deprive the developing countries from sharing the markets of developed nations. 

 
International Prices of Milk ($ per ton) 

Sr. No. Year Price ($ per ton) 

1.  2013 4566 

2.  2014 3516 

3.  2015 1702 

4.  2016 1927 

5.  2017 2024 

6.  2018 1959 
Table No.3 Source:-www.nddb.coop 

 

 
Source: www.nddb.coop 
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Observation: As per the Table no. 1 researcher has taken data of production of milk right from 2008 to 
2018, is consecutively increasing at a linear growth rate of 6.48%. From the table no.2 from 2011 to 2017 
consecutive years our per capita availability of milk and milk products has also been increased. Linear 
growth of per capita availability of milk in India is 12.59% from 2008-2017. As per the table no. 3 we 
could see, globally from 2013 onwards price of milk is declining consecutively. On 2015 least price for 
milk has been observed internationally.  
 
Research Findings: Production and consumption of milk and milk product is increasing yearly but the 
prices are slumping down gradually not only in international market but also in domestic market. Now a 
day our small and marginal farmers are facing grave issue of dairy industry because these farmers are 
engaged majorly in dairy activities apart from their food grain production. But as slackening of prices 
these farmers cannot even cover their production cost. There are many issues should be discussed 
before coming to a conclusion about our small and marginal dairy farmers. 
 

· Breeding System: 
Late maturity of Indian cattle breeds 
Deficiency of mineral, hormone and vitamin lead to fertility problem 
Increasingly reduces the efficiency of the animal performance. 

· Health: -Ratio of cattle population and veterinary institutions is much wider, so poor health facilities 
to animals such as vaccination, de-worming etc. resulting into heavy mortality rate of cattle as well as 
calves. 

· Hygiene Conditions: 
Unhygienic condition of cattle shed and milking yards lead to poor quantity and quality of milk. 
Marketing and Pricing: 
Except China and Japan the demand for milk and milk product is declining down globally especially 
from European Union and USA.  
Pricing of milk is very less of Indian milk not only on global platform but also on domestic platform 
because of surplus amount of milk. 
Poor fat content of milk fetches fewer prices by the farmers. Indian milk products have often been 
rejected in the export market due to unhygienic milking resulting in high microbial count.   

· Excess Handling of Milk By The Intermediaries: 
Presently, our dairy farmers get about Rs.7-8 per lit. at their village cooperative. This milk is handled 
at several levels by co-operatives or private agencies till it reaches the mother dairy located in a large 
city for pasteurization.  The milk is then sent to consumers through various outlets.  In this process, 
the consumers have to pay almost twice the farm-gate price i.e. around Rs.14-16.  

Study of SWOT of Dairy Producers: 

· Strengths: Environment for dairy industry is favorable  
India is known to be as a country of Livestock 

· Weaknesses: - Because of huge numbers of small and marginal farmers which have less bargaining 
power in the pricing of dairy product compared to very few large dairy industrialists. 
Less awareness of production of quality milk, lack of health related facilities to their livestock, 
concentration of dairy co-operatives. 
Less focus, towards R & D, So farmers are not much aware about new state of an art. 
Lack of capital investment by our farmers compared to dairy industrialists 
Still large number of intermediaries in the supply chain 

· Opportunities:- Government has allocated funds of around Rs.10,000Cr for modernized 
procurement and up gradation of dairy industry. 
Because of ageing population of China and Japan the demand for milk and milk will be augmented in 
near future. 
Threat: Fierce price war in between supermarkets directly affecting Indian exporters and indirectly 
to our farmers. 
After April 2015 the EU scrapped its milk quota, which regulates the production of milk and control 
its overproduction. The increase in production of milk in these countries has affected export of milk 
from India. 
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New foreign companies are penetrating in the market and trying to dump our Indian dairy market. 
Conclusion: India has experienced a huge success of white revolution because of endeavors of NDDB 
and father of white revolution Dr. Verghese Kurien. Because of ups and downs in the developed 
economies such USAs sub-prime crisis Trump’s protectionist policies, UK’s Brexit and huge subsidies to 
dairy farmers by EU, trade ban from Russia, USA and China trade war, these developed economies has 
dragged down in the recession. European Union scrapped its milk quota sent ripples in the global 
market and to the Indian market as well. The Indian dairy companies had attempted to dispose of SMP 
stocks in domestic market after recombining it with butter fat and converting it back to liquid milk. It 
led to slump in procurement price of milk in domestic market. Meanwhile, India’s export of butter fat 
reduced from 2 million kg in January 2014 to around zero in March 2016. Availability of excess milk 
further reduced procurement price for milk by the dairy processors and pushed our small farmers into 
indebtedness. USA and EU renders around 22.2 billion USD and 500 million EUR respectively their 
respective dairy farmers. NABARD on behalf of Indian government renders subsidies most probably in 
terms of kind such feed and fodder, medicines, veterinary services, vaccines and state government do 
not provide subsidies to our farmers. So, mostly large farmers benefit out of it. Researcher suggests that 
measures should be taken to alleviate the problems of distress sale of milk and milk product by our 
small and marginal dairy farmers. 
Road Map Ahead: While creating an efficient supply chain network through investment in 
infrastructure will take its own time, we can enhance our global competitiveness by sustaining the cost 
of milk production, augmenting R&D towards rise in milk and fodder productivity, improving quality 
and adopting innovative farming models. Linking the production system to the consumer demand, 
better quality and processed products require a robust value chain, strong research and technology 
infusion for productivity enhancement and risk mitigation. These strengths can be further leveraged 
with a balanced growth of crop-livestock production system making globally competitive smallholder 
dairy farming a reality. Dairy farmers’ associations should be established and strengthened to acquire 
new technologies, understand the milk marketing scenario at the international level and find suitable 
solutions. Hopefully the task will be within our reach and so all we need is to work in this direction. An 
effective Animal Husbandry Extension Service should be established to facilitate close dialogue with the 
farmers to understand their problems and solve them from time to time. We can inculcate milk and 
milk products extensively in the mid-day meal scheme in schools so that excess milk supply will be 
utilized efficiently. Our dairy exporters should search for new and potential overseas dairy importers 
such as South America and African countries.  
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