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| ntroduction: the Everyday Staple We Take for Granted
Mil k has been a cornerstone of I ndiads agr i almdiabsumilal economy

is an essential part of their daily diet, used in everything from morning tea to sweets, and it holds

cultural significance in many rituals and celebrations. The
GDP and is a livelihood for 80 m illion dairy farmers, most of whom operate on a small scale (National

Dairy Development Board, 2023). Despite its importance, milk production is facing growing

chall enges. As I ndiabs dairy industry continues the expand,

economic sustainability of milk farming and its ripple effects on the broader economy.

The dairy industryod6s complexities are often hidden behind t
that simple product are multiple layers involving farming practices, middlemen, market dynamics,

and government policies. As prices fluctuate, consumers often wonder why milk prices are rising

even when milk production appears to be sufficient. For farmers, the costs of production have been

steadily climbing, yet they dondt always see a corresponding increase
their milk. This article delves into the economic factors that influence milk prices, the challenges

faced by farmers, and the role that innovation and government policies play i n shaping the future of

India’s dairy industry.
The Dairy Supply Chain: From Farm to Your Fridge

The journey of milk from farm to consumer is a complex process that involves multiple steps and
players. In India, the majority of dairy farms are small -scale operations, often run by rural families.
These farmers primarily rely on traditional methods of milking, often without the benefit of advanced
technology or infrastructure (Indian Dairy Association, 2024). Once the milk is produced, it must be
transported to processing plants where it is cleaned, standardized, and packaged before being sent

to retail outlets.
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The cooperative model, introduced by the White Revolution in the 1970s, has played a pivotal role

in organizing dairy farmers and improving milk distr ibution. Organizations like Amul and Mother
Dairy have helped streamline the supply chain, ensuring that farmers get a fair price for their milk

while providing consumers with a steady supply (Sampath, 2021). However, despite these
improvements, challenges persist. Small farmers often lack direct access to processing facilities and
must rely on local middlemen to sell their milk, which can lead to price discrepancies and unfair

profit distribution.

The supply chain also involves several intermediaries, such as wholesalers, transporters, and
retailers, each of whom adds a markup to the price. By the time milk reaches consumers, its price

has increased significantly from what the farmer receives. A study by the National Dairy
Development Board (2023) found tha t farmers typically receive only 50 -60% of the retail price of

milk, while the remaining portion is absorbed by middlemen and processing costs.

This complex supply chain structure raises important questions about efficiency, fairness, and
sustainability in I ndi a6s dairy economy. As demand for mil k contin
addressing these supply chain challenges will be crucial for ensuring that dairy farming remains

economically viable for small farmers while keeping prices affordable for consumer S.
Rising Costs: The Challenges Faced by Farmers

Dairy farming, while a cornerstone of Indiads agricultural
for many small -scale farmers due to rising production costs. The primary factor contributing to these

rising costs is the price of fodder, which is the main feed for dairy animals. As urbanization expands,

agricultural land is increasingly being used for non -farming purposes, reducing the availability of

fodder and driving up prices. A report by the Indian Council of Agricultural Research (ICAR) (2023)

noted that the cost of fodder has increased by over 20% in the last five years, putting immense

pressure on farmers.

Additionally, dairy farmers often face challenges with animal healthcare. The cost of veter inary
services, medicines, and vaccinations continues to rise, further inflating production costs. In some

rural areas, access to quality veterinary care is limited, which can lead to diseases affecting milk

production, resulting in both lost revenue and a dditional costs for treatment. According to a study

by the National Dairy Research Institute (NDRI) (2022), the average cost of maintaining a dairy cow

has increased by 15 -20% annually over the past decade.

Labour costs are another significant factor. Whil e many dairy farms rely on family labour , the
younger generation is increasingly moving away from rural areas in search of better opportunities
in cities, leading to a shortage of available labour . This shortage often forces farmers to hire workers

at high er wages, further raising their operational costs.

As a result of these rising costs, many dairy farmers find themselves in a tight spot. They struggle

to keep up with inflation while not receiving a fair share of the retail price, ultimately making it

dif ficult to sustain their livelihoods. Despite these challenges, the dairy sector remains a key source

of income for millions, and addressing these cost -related issues is essential for ensuring the long -

term viability of the industry.
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